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Aucust 8, 1958.—Ordered to be printed 


r. Russety, from the Committee on Armed Services, submitted the 
following 


REPORT 
(To accompany H. R. 6382] 


The Committee on Armed Services, to whom was referred the bill 
H. R. 6382) to subject naval ship construction to the Act of June 30, 
1936 (49 Stat. 2036), as amended, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 
PURPOSE OF THE BILL 


The objective of this bill is to correct an omission that occurred in 
the codification of title 10, United States Code. The purpose is to 
make judicial review (under the Administrative Procedure Act) of 
administrative determinations under the Public Contracts Act avail- 
able to contractors for the construction or alteration of naval vessels. 


EXPLANATION 


The statutory language that this bill would change was enacted in 
the codification of title 10, United States Code. It is fundamental 
that a codification is not intended to change substantive law. In 
their eagerness to follow this rule, the codifiers of title 10 concluded 
that in the act of June 14, 1940 (ch. 364, par. 8, sec. 54 Stat. 395), a 
citation of the act of June 30, 1936, by public-law number instead of 
by reference to the chapter, volume, and page of the Statutes at 
Large showed a congressional intent that ship construction be subject 
to the 1936 law as originally enacted, and not as modified by sub- 
sequent amendment. 

i practical result is that the so,called Fulbright amendment (act 
of June 30, 1952, ch. 881, 66 Stat. 308; 41 U.S. C. 48a), to the 1936 
law does not apply to contracts for navy shipbuil ling and alteration. 
This nonapplicability of the Fulbright amendment would cause con- 
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tractors for naval-shipbuilding and alteration not to have a statutory 
guaranty of judicial review, under the Administrative Procedure Act, 
of administrative determinations made pursuant to the Public 
Contracts Act. 

DEPARTMENTAL RECOMMENDATIONS 


Printed below and hereby made a part of this report is a letter from 
the then Chief of Legislative Liaison for the Department of the Navy, 
dated May 22, 1957, indicating that the Department of Defense has 
no objection to the bill. 

Also printed below and made a part of this report is a letter from 
the Acting Secretary of Labor, dated March 18, 1958, indicating that 
the Department of Labor has no objection to the bill but suggesting 
an amendment. The Department of Defense is opposed to the amend- 
ment suggested by the Department of Labor for the reasons indicated 
in the letter from the Chief of Legislative Liaison for the Department 
of the Navy, dated August 1, 1958, that is printed below and made 
a part of this report. The suggested amendment has not been 
adopted. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice OF LEGISLATIVE LIAISON, 
Washington, D. C., May 22, 1957. 
Hon. Cart VINson, 
Chairman, Committee on Armed Services, 
House of Re prese ntatives. Washington, 0), 

My Dear Mr. CuatrmMan: Your request for comment on H. R. 
6382, a bill to subject naval ship construction to the act of June 30, 
1936 (49 Stat. 2036), as amended, has been assigned to this Depart- 
ment by the Secretary of Defense for the preparation of a report 
thereon expressing the views of the Department of Defense. 

The proposed bill would make contracts for the construction or 
alteration of naval vessels subject to the provisions of the Public 
Contracts Act (Walsh-Healey Act), as amended, rather than before 
amendment as is now the case under section 7299 of title 10, United 
States Code. 

In the codification of — applicable to the Department of Defense, 
title 10, United States Code, the codifiers justified the language 
adopted for section 7299 as follows 

“In eiting the act of June 30, 1936, in the act of June 14, 1940 
ch. 364, § 8, 54 Stat. 395], Congress used the public law number 
rather than the chapter, volume, and page of the Statutes at Large, 
notwithstanding the fact that nearly 4 vears had passed since the 
enactment of the cited law. It is, therefore, concluded that Congress 
intended ship contracts to be subject to the 1936 public law as 
originally enacted and not as modified by subsequent amendments. 
The words ‘before amendment’ are inserted to preserve this meaning”’ 
(S. Rept. No. 2484, 84th Cong., p. 529 

The practical effect of the proposed amendment of section 7299, 
title 10, United States Code, would be to make the so-called Fulbright 
amendment (act of June 30, 1952, ch. 881, 66 Stat. 308; 41 U.S.C 
43a) to the Public Contracts Act applicable to Navy shipbuilding and 
alteration contracts. This would specifically make available to con- 


oy 


7 VS UO Ry > 
YNiTgo STAT; ss ie tHE 


NAVAL SHIP CONSTRUCTION 3 


tractors judicial review (under the Administrative Procedure Act) of 
administrative determinations made pursuant to the Public Contracts 
Act. 

The Department of the Navy, on behalf of the Department of 
Defense, interposes no objection to the enactment of H. R. 6382. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H. R. 6382 to the Congress. 

Sincerely yours, 
EK. C. STEPHAN, 
Rear Admiral, l nited States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, March 18, 1958. 
Hon. Rrcwarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D. C. 

Dear Senator Russe: This is in further reply to your request 
for this Department’s comments on H. R. 6382, an act to subject 
naval ship construction to the act of June 30, 1936 (49 Stat. 2036), as 
amended. 

Public Law 629, 76th Congress (54 Stat. 395), provided that the 
construction, alteration, furnishing, or equipping of naval vessels 
“shall be in accordance with the provisions of Public Law numbered 
846, 74th Congress, approved June 30, 1956”? (commonly known as 
the Walsh-Healey Public Contracts Act). Subsequently, the Walsh- 
Healey Act was amended (the so-called Fulbright amendment) to 
provide for judicial review of certain administrative determinations 
under the act. 

In the codification of the various laws applicable to the Department 
of Defense (title 10, United States Code), the codifiers treated Public 
Law 629 as making the Walsh-Healey Act applicable to naval ship 
construction in the form that act had prior to the Fulbright amend- 
ment. H. R. 6382 would amend section 7299 of title 10 so as to sub- 
ject naval ship construction to the Walsh-Healey Act, as amended, 
rather than before amendment. 

We would like to point out that the codifiers also altered the sub- 
stantive application of the requirements of the Walsh-Healey Act to 
naval ship construction. Public Law 629 extended the provisions of 
the Walsh-Healey Act to all “construction, alteration, furnishing, or 
equipping” of naval vessels regardless of by whom performed. In 
codifying this statute the codifie 1's provided that “each contract’’ for 
the specified work “is subject to” the Walsh-Healey Act. The effect 
of this language is to restrict the application of the Walsh-Healey Act 
to naval ship construction performed by a prime contractor with the 
Government rather than to the specified work regardless by whom it 
is performed. 

This Department has no objection to application of the Fulbright 
amendment to administrative determinations in connection with 
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naval ship construction on an equal basis with administrative deter- 
minations generally under the Walsh-Healey Act. We recommend, 
however, that H. R. 6382 be amended so that it would make section 
7229 of title 10 consistent with the original extension of the Walsh- 
Healey Act to naval ship construction. Language suitable for such 
an amendment is enclosed. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
JamMEs T. O’CONNELL, 
Acting Se cretary of Labor. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 1, 1958. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D. . 

My Dear Mr. CHarrMan: Your request for comment on the 
proposed Department of Labor amendment to H. R. 6382, an act to 
subject naval ship construction to the act of June 30, 1936 (49 Stat. 
2036), as amended, has been assigned to this Department by the 
Secretary of Defense for the preparation of a report thereon expressing 
the views of the Department of Defense. 

The Department of the Navy, on behalf of the Department of 
Defense, does not concur in the proposed amendment. This proposed 
amendment would extend the application of the Walsh-Healey Public 
Contracts Act to all tiers of subcontractors engaged in the construc- 
tion, alteration, furnishing, and equipping of naval vessels. It is not 
believed that this was the intent of Congress in enacting Public Law 
629, 76th Congress (54 Stat. 395), which made contracts for naval 
ship construction subject to the Walsh-Healey Act 

Enactment of such an amendment would discriminate against the 
shipbuilding industry as it would make it the only industry in which 
subcontracting is regularly practiced, subject to the Walsh-Healey Act, 
where other than prime contrac tors would come under the coverage 
of that act. Even though the original language of Public Law 629 
might be construed to include subcontractors as well as prime con- 
tractors, it is not believed that Congress intended the shipbuilding 
industry to be treated in a different manner from the other industries 
subject to Walsh-Healey. Congress itself affirmed this position in re- 
enacting Public Law 629 in its present form as section 7299 of title 
10, United States Code. This Department, therefore, on behalf of 
the Department of Defense opposes the discriminatory extension of 
the Walsh-Healey Public Contracts Act to subcontractors in the ship- 
building industry as proposed by the Department of Labor amend- 
ment. 

This supplementary report has been coordinated within the Depart- 
ment of Defense in accordance with procedures prescribed by the 
Secretary of Defense. 


| 
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The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this 
supplementary report on H. R. 6382 to the Congress. 

Sincerely yours, 
JoHn S. McCann, Jr., 
Captain, USN., Chief of Legislative Liaison 
(For the Secretary of the Navy). 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


EXISTING LAW THE BILL 


§7299 of Title 10, United States (Sec. 1] That section 7299 of 
Code title 10, United States Code, is 
amended to read as follows: 


§ 7299. Contracts: application of ‘§ 7299. Contracts: application of 
Public Contracts Act Publie Contracts Act 

Each contract for the construc- “Each contract for the construc- 
tion, alteration, furnishing, or tion, alteration, furnishing, or 
equipping of a naval vessel is equipping of a naval vessel is 
subject to the Act of June 30, subject to the Act of June 30, 
1936, ch. 881 (48 Stat. 2036), 1936, chapter 881 (49 Stat. 2036), 
before amendment, unless the as amended, unless the President 
President determines that this determines that this requirement 
requirement is not in the interest is not in the interest of national 
of national defense. defense.”’ 
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CLARIFICATION OF THE INTENT OF CONGRESS WITH 
RESPECT TO STATE LEGISLATION CONCERNING 
SEDITION 


Avueust 8, 1958.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


UNI 
OF 


ee 
MICHIGAN 
REPORT 
together with 
minority and individual views MAIN 


READING ROOM 
[To accompany S. 654} 


The Committee on the Judiciary, to which was referred the bill 
(S. 654) to amend title 18, United States Code, to authorize the 
enforcement of State statutes prescribing criminal penalties for sub- 
versive activities, having considered the same, reports favorably 
thereon with an amendment and recommends that the bill, as 
amended, do pass. 

AMENDMENT 


On page 2, lines 4 and 5, strike out “heretofore or’’. 
PURPOSE OF AMENDMENT 


The phrase eliminated by the amendment is considered surplusage, 
since the three acts named were the only ones considered by the 
Supreme Court in the Nelson case. Since no Congress can by its 
act bind a subsequent Congress, any specific provision of a statute 
enacted at some future date would necessarily have full force and 
effect according to its terms. 


PURPOSE OF LEGISLATION 


The purpose of the legislation, as amended, is to restore to the 
several States the right to enforce State statutes in the field of sedition 
which right was abrogated by the decision of the Supreme Court of 
the United States in the case of Commonwealth of Pennsylvania v. 
Nelson. 
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In the case of Commonwealth of Pe aes ia v. Steve Nelson, the 
Supreme Court of the United States held that Congress, in passing 
the Smith Act of 1940, the Internal Security Act of 1950, and the 
Communist Control Act of 1954, had intended to occupy the legisla- 
tive field in regard to sedition, to the exclusion of the States, and 
accordingly the Pennsylvania Sedition Act was unenforcible. The 
effect of this decision is to render unenforcible the sedition laws of the 
States, and also to cast grave doubt upon the right of State legislatures 
to investigate the Communist conspiracy, since legislatures may 
not be empowered to investigate a subject on which they cannot ef- 
fectively legislate. 

In its annual report for the calendar year 1956, the Internal Security 
Subcommittee of the Senate Committee on the Judiciary referred to 
this subject as follows: 


Legislative problems of the subcommittee were increased 
by a series of decisions handed down in April, May, and June, 
1956, by the United States Supreme Court. These decisions 
powerfully influenced the course and progress of America’s 
struggle against its domestic Communist enemies. The 
respective roles and powers of the local, State, and Federal 
Governments in this struggle; the constitutionality of various 
municipal ordinances, State statutes, and Federal Executive 
orders; the adequacy of evidence—all were subjected to 
searching scrutiny and significant new limitations. 

Some of these important decisions which raised legislative 
problems will bear mention here. 

In Commonwealth of Pennsylvania v. Nelson, decided on 
April 2, 1956, the Court held that Congress, in enacting the 
Smith Act of 1940, the Internal Security Act of 1950, and 
the Communist Control Act of 1954, had “intended to occupy 
the field of sedition” to the exclusion of State legislation on 
the same subject, and that, accordingly, the Pennsylvania 
Sedition Act was unenforcible. As a result of this decision, 
comparable sedition laws in 41 other States were likewise 
rendered ineffective. Ina hearing on May 11, 1956, the sub- 
committee received testimony and written statements from 
many quarters supporting a contrary interpretation of the 
congressional intent, and accordingly recommended to the 
Judiciary Committee the passage “of legislation making it 
clear that Congress had a intended to preempt the legisla- 
tive field. Support for joint Federal and State jurisdiction 
subsequently came from Deputy Attorney General William 
P. Rogers, who advised Chairman Eastland on May 16, 1956, 
that: “It is the view of the Department of Justice that in 
the fields of sedition and subversion the Federal and State 
Governments can work together easily and well * * *.” 

However, although unanimously reported by the Judiciary 
Committee to the Senate, the remedial legislation was not 
acted upou by the Senate prior to adjournme nt. 

(The text of a letter and statement on this subject from the 
Attorney General of the State of New Hampshire is printed 
hereafter.) 
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The bill S. 654 as proposed to be amended would correct the situa- 
tion resulting from the Supreme Court’s decision in the Nelson case 
(supra) by declaring, in terms so explicit as to leave no doubt, the 
actual intent of the Congress; namely, that the existence of these 
Federal anti-subversive statutes shall not prevent enforcement of 
State laws in the field of sedition. 

This legislation has received the vigorous support of the National 
Association of Attorneys General, and has also been approved by the 
Department of Justice, as indicated by the following letter from 
a ‘puty Attorney General William P. Rogers, referring to the bill 

3617 which was the predecessor, in the 84th Congress, of S. 654 of 
ts 85th Congress: 

May 16, 1956. 
Hon. James O. EAstiLanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 3617) to amend 
title 18, United States Code, to authorize the enforcement of State 
statutes prescribing criminal penalties for subversive activities. 

The bill would amend title 18 of the United States Code by adding 
a new section to chapter 115, which deals with treason, sedition, and 
subversive activities. It would provide that except as Congress here- 
after provides to the contrary any act of Congress heretofore or ee 
after enacted, including any provision in chapters 37, 67, 105, or 115 
of title 18 of the United States Code or of the Subversive Activities 
Control Act of 1950 or the Communist Control Act of 1954, which 
prescribes a criminal penalty for any act of subversion or sedition 
against the Government of the United States or any State, shall not 
prevent the enforcement in the State courts of any State statute pre- 
scribing a criminal penalty for “any act, attempt, or conspiracy to 
commit sedition against such State or the United States, or Lo over- 
throw the government of such State or the Government of the United 
States.” As used in the proposal the term “State’’ would include 
Alaska, Hawaii, and Puerto Rico. 

As a consequence of the Supreme Court’s recent decision in the 
case of Commonwealth of Pennsylvania v. Nelson, State sedition laws 
have been precluded from operation. In that case, the Court pointed 
out that “Where, as in the instant case, Congress has not stated 
specifically whether a Federal statute has occupied a field in which 
the States are otherwise free to legislate, different criteria have 
furnished touchstones for decision.”” The Court, in applying the 
pertinent touchstones, reached the conclusion that Congress “intended 
to occupy the field of sedition [and that] no room has been left for 
the States to supple ment it.”” Enactment of the bill would express 
the intent of the Congress that the States may exercise concurrent 
power to punish acts of sedition or advocacy of the violent over- 
throw of organized government committed within their respective 
borders. 

Under well-recognized constitutional principles the supremacy 
clause of the Constitution has been interpreted to mean that any 
provision of State law must yield to Federal law if it is in direct and 
positive conflict and irreconcilable with the Federal law. This, of 
course, holds true only in the areas in which the Federal Government 
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has constitutional authority to act. However, it is within the con- 
stitutional prerogative of the Congress to determine the extent, if 
any, to which it intends that the State law must yield to National 
law. Thus, unless there is left an irreconcilable conflict between a 
part of a State law and the Federal statute, both would be effective 
in their respective areas. There can be no question of the paramount, 
although not exclusive, interest of the Federal Government in the 
prevention of sedition and advocacy of violent overthrow of govern- 
ment, and if Congress considers it in the public interest to do so it 
may expressly displace State laws on these subjects. The converse is 
also true and Congress may elect to share its power in this area. 
This Department believes that the Congress should do so. 

Some time ago the Attorney General stated publicly that, “Experi- 
ence has shown that both in theory and in result this dual system of 
sovereignty possessed the necessary degree of flexibility to meet the 
crises of the present and future as successfully as it has met them in the 
past.”” Earlier, the Department of Justice took the position in the 
Nelson case that ‘‘the available direct evidence strongly indicates that 
Congress intended to leave State legislation unaffected.” The Court 
did not agree with that position. 

It is the view of the Department of Justice that in the fields of 
sedition and subversion, the Federal and State Governments can 
work togetber easily and well, supplementing each other with that 
degree of flexibility to which the Attorney General referred. This 
legislation would clearly express the congressional intent that such 
cooperation between the Federal and State Governments in this field 
is to be encouraged. 

The Department of Justice favors enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Witu1aM P. RoGerrs, 
Deputy Attorney General. 


STATE OF New HAMPSHIRE, 
November 15, 1956. 
Hon. Wituram A. Rusuer, 
Administrative Counsel, Internal Security Subcommittee, 
United States Senate, Washington, D. C. 

Dear Mr. Rusuer: Thank you for your letter of November 5. 
You have reqeusted that the subcommittee be furnished an up-to-date 
survey of the damage which Pennsylvania v. Nelson has done to the 
work of this State’s investigation of subversive activities. This state- 
ment, for convenience sake, is appended as enclosure 1. 

I certainly hope that it will be possible for you to help in the intro- 
duction and an early enactment of legislation substantially similar to 
S. 3617 of the previous session. Anything I can do to help in this 
direction, both individually and as president of the National Asso- 
ciation of Attorneys General, I will certainly undertake inasmuch as 
our organization by more than a two-thirds vote supported S. 3617. 

Sincerely, 
Louis C. Wyman, 
Attorney General. 
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INVESTIGATION OF SUBVERSIVE ACTIVITIES—STATE OF NEw 
HAMPSHIRE 


juthority.—Laws 1955, chapter 197 

Nore.—lInvestigation in this State is conducted by the attorney 
veneral as a delegated legislative committee of one under a resolution 
granting the attorney general the subpena power and making an 
appropriation for the employment and expenses of staff. 

Constitutionality of the investigation has been approved py the 
New Hampshire Supreme Court (Nelson v. Vi een 99 N. H. ) and 
— in collateral attack in State v. Uphaus (100 N. H. 1); en 
v. Sweezy (100 N. H. 103).] 

In Kahn v. Wyman (100 N. H.— (decided June 8, 1956)), the Supreme 
Court of New Hampshire expressly held that Pennsylvania v. Nelson 
did not extend to prohibition of legislative factfinding investigations. 
The language of the New Hampshire Supreme Court on this point is: 

“In the present case * * * the issue is whether or not the Nelson 
case precludes the legislature of this State from conducting investi- 
gations of subversive activities within the State as distinct from 
providing for the prosecution of crimes. While it is not clear what a 
State legislative investigation of subversive activities may accom- 
plish at the present time, we are not satisfied that the Nelson case * * * 
purports to preclude such an investigation. If State investigation of 
subversive activities is to be prohibited, a declaration to that effect 
must come from higher authority than this court. We know of no 
decision of any court which has ruled that the investigative me cts 
of State subversive activities legislation have been preempted by the 
eral Government * * *,” 
since this decision, the issue has been raised by appeal to the 
United States Supreme Court, probable jurisdiction noted, and the 
Is on ~~ list for argument at = current aa (Sweezy v. New 
Hampshire. ease No. 175. October term, 1956). 

Amone the issues which have been answered by = e highest court of 


New Hampshire but as yet remain unresolved by what I believe to 
be conflicting and ambiguous language of the m: Gaels in Pennsylvania 
Velson are: 


1 


|) Whether the doctrine of supersession of State sedition laws 
therein prescribed extends to and includes supersession of all State 
sedition laws, even those making it a crime to advocate the over- 
throw of the State (as distinct from the Federal) Governments by 
force, violence, or other unlawful means; 

(2) Whether even if this were to be held to have been the inten- 
tion of the majority in Pennsylvania v. Nelson, the elimination of 
State sedition laws—or their “suspension of enforcibility”’ as re- 
ferred to in Pennsylvania v. Nelson—creates a field in which the 
States cannot legislate and hence cannot lawfully investigate; 

(3) Whether the reserved powers of the States under the 10th 

amendment to the Federal Constitution prohibit supersession of 
such reserved States rights regardless of any intention of Congress, 
whether express or derived by implic ation. 

As a practical matter, the investigation of subversive activities in 
New Hampshire is proceeding quietly under rules of procedure sub- 
stantially similar to those approved by the American Bar Association 
last vear. In this connection it should be noted that the rules under 
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which we operate were promulgated voluntarily by this office sub- 
stantilly prior to the ABA action. However, Pennsylvania v. Nelson 
has raised and does cast a heavy cloud over the entire investigation. 
It gives another string to the bow of recalcitrant witnesses. It has 
resulted in an astonishing number of hight. ph intasmal, unrealistic 
arguments on the part of witnesess relative to the so-called paramount 
interest of the Federal Government over States rights, as well as 
extreme contentions of human rights of privacy from legislative or 


coneressional = ‘stication. 


We in this State have long believed that the most effective way to 
keep abreast of subversive activities in this coun tos is by a partnership 
between the States and the Federal Government. This partnership 


can best be achieved by constant, careful, cooperative liaison between 
the appropriate congressional investigating committees and factfinding 
committees within the States themselves. If this liaison is good, and 
if the States see fit to enact immunity legislation similar to that enacted 
in New Hampshire last year (Laws of 1955, ch. 312) and if the courts 
uphold the validity of State immunity laws, paralleling the upholding 
of the Federal witness immunity act in Ullman v. United States (350 
U. S. 422, 76 Sup. Ct. 497), there will then be no way by which a 
witness in this field, granted immunity, may lawfully refuse to answer 
a relevant question. 

We continue here to work closely with you. We hope this may 
extend soon to other major and more important State areas. We 
would be glad to help to further this objective in the interests of State 


and National sec urity 
Louis C. Wyman, 
Atto ney General, the State of New Hampshire, 
President, National Association of Attorneys General. 


NOVEMBER 15, 1956. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in_ italic, 


existing law in which no change is proposed is shown in roman): 


UNITED STATES CODE 


* > * * 5 * * 
TITLE 18—CRIMES AND CRIMINAL PROCEDURE 
* * * * * * * 


Chapter 115.—-TREASON, SEDITION, AND SUBVERSIVE ACTIVITIES 
Sec. 

x + rs . + * * 
2392. Enforee ment of State statutes. 

~*~ 7 * * * co oF 
Sec. 2392. Enforcement of State statutes. 

Except to the extent specifically provided 7 any statute hereafter 
enacted by the Congress, the enactment of (a) any proviston of law 
contained in this chapter or in chapter 37, 67, or 105 a this title, (6) the 
Subversive Activities Control Act of 1950, (c) the Communist Control 
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Act of 1954, or (d) any other Act of the Congress hereafter enacted which 
prescribes any criminal penalty for any act of subversion or sedition 
against the Government of the United States or any State of the United 
States, shall not prevent the enforceme nt in the courts of any State of any 
statute of such State prescribing any criminal penalty for any act, attempt 
or conspiracy to commit sedition against such State or the United States, 
or to overthrow the Government of such State or the Government of the 
Un ited State 8. 

As used in this section, the term “‘State’’ includes any State of the 
United States, the Territory of Alaska, the Territory of Hawaii, and the 
Commonwealth of Puerto Rico. 








MINORITY VIEWS 


Two years ago, there were h arings on a bill similar to this bill. 
These hearings were conducted almost immediately after the decision 
in the Steve Nelson case, which this legislation is intended to undo. 
At the time of these hearings, it was impossible to ascertain the effect 
of this decision because of the proximity in time. Now, 2 years later 
when hearings could ascertain to some extent the effects of the decision 
on the aire . § iwainst subversion, the Senate is asked to act on this 
proposal without such hearings. ‘This is not responsible legislative 
procedure. 

The Steve Nelson case arose in the State courts of Pennsylvania. 
Steve Nelson was convicted for conduct and advocacy directed toward 
the attempted overthrow of the United States Government. Nelson 
appealed to the Supreme Court of Pennsylvania. ‘This court, on the 
basis of past United States Supreme Court decisions in the filed of 
concurrent jurisdiction, reached the decision that the Congress had 
preempted the field of subversion against the United States Govern- 
ment. Therefore, the Pennsylvania Supreme Court held that the 
conviction could not stand. The United States Supreme Court 
upheld the decision of the Pennsylvania court. The Supreme Court 


in doing so specifically stated that States could convict for subversion 
against the State but not for subversion against the Federal Govern- 
ment. The Court’s decision was sound on the basis of the stated 
reasoning. The reasoning of the Court in support of the decision was 
not limited to the mere finding of an intent of Congress to preempt 
the field. The Court also ae that in u eC fie lc of subve ‘Tsion 
against the United States the Federal interest is so domin ant that the 


7 2 3 : 
Federal system mus! hy ass aed to preciude ¢ nfore ement of State 


1 
} 


laws on the same subject. The Court also found that enforcement 
of State sedition acts presents a serious danger of conflict with the 
administration of the Federal pro: cram. 

The question which confronts the Congress at this time is not 
what was the intent of Congress at the time of the enactment of 
various antisubversive statutes, but rather whether it is a wise 
national policy for Congress, today, to revitalize the State sedition 
laws and whether this result should be sought by the enactment 
of this pending bill. 

The usual method of determining the enforceability of State 
legislation in relation to Federal enactment s has been judicial deter- 
mination on a ¢a oe ase basis, so that wedination may be made 


of the im] pact of Fe ‘ral and State acts on one another in terms of 
practical operation a1 ear the national or local problems presented. This 
bill would single out criminal statutes relating to subversion and 


advocacy thereof for extraordinary and indiscriminate treatment. 
This bill would displace the usual method of Federal-State accommo- 
dation by a blanket declaration that past and future Federal legislation 
in this field will,preclude State acts only to the extent specifically 
stated. 


8 
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[f enacted, this bill would revitalize approximately 42 State statutes 
directed against overthrow of the Federal Government. These 
statutes bear such diverse titles as “antisedition” laws, ‘criminal 
anarchy” laws, and “criminal syndicalist’” laws. The substantive 
and procedural provisions of the various statutes are even more 
diverse. Some statutes have provisions plainly at variance with the 
Federal legislation and United States Supreme Court decisions in- 
terpreting such legislation; other statutes are vague, indefinite, and 
uncertain and lack basic constitutional procedural safeguards. Many 
of these statutes, therefore, contain provisions which raise sharp con- 
stitutional questions. Yet this bill would in one swoop revitalize all 
these measures. It is the responsibility of Congress to provide an 
effective national policy which protects basic constitutional procedural 
safeguards as set forth in the Bill of Rights. 

The problem of subversion against the Government of the United 
States is a national rather than a local problem. In this respect and 
others, it bears a relationship to the crime of treason against the 
United States, punishment of which is confided under the Constitution 
to the Federal Government and may not be subject to State prosecu- 
tion. The present Federal antisubversive legislation further expressly 
indicates that considerations of international politics and foreign 
policy may also be involved. All these factors emphasize the need for 
a uniform standard and an integrated centralized program. 

Consideration of the national character of the offense also brings 


into focus some practical problems of enforcement. A group advo- 
cating overthrow of the Federal Government might well be but part 
of a larger group spread over a number of States. In prosecuting 


such an interstate group, the most successful results are likely to be 
achieved through a unified pian under centralized control, with careful 
determination as to the sequence and timing of the prosecution of 
the various partic ipants, rom the view point of the overall Federal 
plan of attack, a State prosecution might well result in premature 
warning or harmful advance disclosure of evidence. Local prosecu- 
tors could then hamper and frustrate effective Federal police and 
prosecutive activity if the 42 State statutes are reactivated. Under 
the Nelson case, State and local officials can still assist Federal officers 


| 


] 
Li 


in the fight against subversion. States can still prosecute subversion 
against Siate Governments. This case merely places the ultimate 
control of subversion against the United States in the hands of the 
Federal Government by requiring that all prosecutions be in the 
Federal courts. 

The objective of Congress should be to provide the most efficient 
system designed to achieve our Nation’s security with a minimum, 
not a maximum, of restrictions on fundamental rights. This can 
best be achieved by systematic Federal legislation. 

Furthermore, the enactment of this bill would raise a very complex 
constitutional problem. As the United States Supreme Court specifi- 
cally said in the Nelson case: 


We are not unmindful of the risk of compounding punish- 
ments which would be created by finding concurrent State 
power. In our view of the case, we do not reach the question 
whether double or multiple punishment for the same overt 
acts directed against the United States has constitutional 
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sanction. Without compelling indication to the contrary, 
we will not assume that Congress intended to permit the 
possibility of double punishment. 


In this connection it is to be noted that Nelson was convicted of 
violating the Pennsylvania Sedition Act for attempting to overthrow 
the Government of the United States by force and violence. He was 
sentenced to a term of 20 years’ imprisonment, fined $10,000, and the 
costs of prosecution were assessed against him in the sum of $13,000. 

It is most significant that after Nelson’s conviction and sentence 
in the Pennsylvania State court, he was indicted and convicted 
under the conspiracy section of the Federal Criminal Code for con- 
spiring to violate the Smith Act. For this Nelson received a sentence 
of 5 years. 

This raises the important question. In the absence of adequate 
hearings, for the lack of due and proper consideration, is it really the 
intention of the Congress of the United States to permit the possibility 
of double punishment for the same overt acts? If so, congressional 
approval of double and possibly multiple trials and punishment for the 
same offense would immediately raise a basic constitutional issue as 
was the case in Hinds v. Davidowitz (312 U. S. 52,61 S. Ct. 399. 
85 L. Ed. 581) that such legislation affected “the rights, liberties, and 
personal freedoms of human beings * * *’. In that case the Supreme 
Court of the United States held in part that an act of Congress may 
touch a field in which the Federal interest is so dominant that the 
Federal system will be assumed to preclude enforcement of States’ laws 
on the same subject. 

For the foregoing reasons, this bill ought to be recommitted to the 
Senate Judiciary Committee in order that full and adequate hearings 
will be held before Congress can be expected to reach an intelligent 
decision on the important and major problems which are presented in 
this type of legislation. 

JOHN A. CARROLL. 
ALEXANDER WILEY. 
Tuomas C. Henninos, Jr. 
Witi1amM LANGER. 

JosepH C. O’MaAHOoNEY. 


INDIVIDUAL VIEWS OF SENATOR KEFAUVER 


I am in general agreement with the minority views filed above 
However, I have submitted an amendment which has been printed 
and ordered to lie on the table. If this amendment is adopted, my 
objections found in these minority views will be removed. The 
amendment follows: 


On page 2, line 11, insert a comma after ‘‘State’”’, and strike 
out the words ‘‘or the United States,’’. 

On page 2, lines 12 and 13, insert a period after the word 
“State”, and strike out the words “or the Government of 
the United States.” 

Estes KEeravver. 


O 
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85TH CoNGRESS t SENATE ReEporr 
2d Session No. 2251 


AMENDING PUBLIC LAW 85-422 TO AUTHORIZE RETIRED 
PAY INCREASE FOR THOSE RETIRED FOR PHYSICAL 


S! 4 , " AO 4 N 2 E 4 : Ni 3 S 
DISABILITY WITH LESS THAN 2 YEARS OF SERV ICHB RN! MICHIGAN 


We 9 
AUG <° 


MAIN 
REANING ROOM 


Avucust 8, 1958.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 3966] 


The Committee on Armed Services, to whom was referred the bill 
(S. 3966) to amend Public Law 85-422, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE 


The purpose of this bill is to authorize a 6 percent increase in retired 
pay for a limited group of retired military members who did not 
receive the 6 percent increase in the military-pay legislation which 
became effective June 1, 1958 (Public Law 422, 85th Cong.). This 
group consists of members who were retired on or before the effective 
date of Public Law 422 (June 1, 1958) who had less than 2 years of 
service for basic-pay purposes and who were retired for reasons of 
physical disability. 

The bill would delete the language in Public Law 422 which excludes 
this group of retired persons from the 6 percent increase. The effect 
of the deletion will be to entitle this group to the 6 percent increase 
which was granted to other retired personnel in the legislation. 


EXPLANATION 


This limited group was omitted from the 6 percent increase con- 
tained in Public Law 422 as the result of a recommendation by the 
Department of Defense. The Department recommended that no 
change be made in the rates for this group in order to equate their 
retired pay with those who will retire with the same service in the 
future. The basis for this problem is the fact that the active duty 
basic pay rates for those with less than 2 vears of service for pay 
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purposes were not increased by Public Law 422 and, further, have not 
been increased since enactment of military-pay legislation in 1952. 

The omission of this limited group, however, fails to recognize the 
cost of living concept underlying the increase for retired military 
personnel. The effect of the bill would be to extend the same 6 
percent increase in retired pay that was granted to all retired military 
members under section 4 (a) of Public Law 422. 

Although the Department of Defense would prefer a substitute 
version, it has advised the committee that it does not object to the 
enactment of this bill. The committee was of the opinion that the 
purpose of the legislation would be fully met by reporting the bill 
without amendment. 


Number of persons involved 

There are about 5,097 persons who would be affected by the bill. 
Over 97 percent of all the persons involved are either company 
grade officers, captain and below, or lower grade enlisted personnel 
of E-4 (corporal) and below. The average increase for the entire 
group would be about $6 per month per person. 


COST DEPARTMENTAL RECOMMENDATION 


The enactment of this legislation would result in an additional 
cost for fiscal year 1959 of $373,255 for the Department of Defense. 

The position of the Department of Defense is set forth below and 
hereby made a part of this report. 





GENERAL COUNSEL OF THE 
DEPARTMENT OF DEFENSE, 
Wash ington, dD. be August b, 1958. 
Hon. Ricuarp B. RusseE.u, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuairMan: Reference is made to your request for the 
views of the Department of Defense with respect to S. 3966, 85th 
Congress, a bill to amend Public Law 85-422. 

The purpose of S. 3966 is to amend section 4 (a) of Public Law 
85-422 to authorize a 6-percent increase in retired pay for persons 
retired for physical disability, or placed on the temporary disability 
retired list before June 1, 1958, who have 2 or less years of service 
for basic pay purposes. 

Section 4 (a) of Public Law 85-422 authorizes an increase of 6 
percent of retired pay, retirement pay, retainer pay, or equivalent 
pay of members or former members of the uniformed services who 
were entitled to such pay on the day before the effective date of that 
act. However, ‘persons with 2 or less years of service for basic 
pay purposes who were retired for physical disability or placed on 
the temporary disab'‘lity retired list”’ prior to June 1, 1958, under the 
Career Compensation Act, were specifically exempted from the in- 
crease so authorized since they received a 6-percent increase in retired 
pay under section 5 of Public Law 20, 84th Congress (Career Incentive 
Act of 1955). 
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Enactment of S. 3966 in its present form, therefore, would result 
in an increase of more than 12 percent in retired pay for members 
retired for disability prior to June 1, 1958, with 2 or less years of 
service, whereas members with such service retired after that date 
would continue to receive only the 6 percent increase provided by 
present law. As neither the Career Incentive Act of 1955 (Public 
Law 20, 84th Cong.) nor Public Law 85-422 increased the basic pay 
of persons with less than 2 years of service, passage of S. 3966 in 
its present form would create a situation where such persons who 
retired prior to June 1, 1958, would receive higher retired pay than 
those who retire after that date. The Department of Defense con- 
siders such a result to be undesirable. 

If it is desired, however, notwithstanding the above, to authorize a 
further increase of 6 percent in retired pay for persons retired for phys- 
ical disability, or placed on the temporary disability retired list before 
June 1, 1958, who have 2 or less years of service for basic-pay pur- 
poses, the Department of Defense recommends that S. 3966 be 
amended to make the 6 percent increase applicable to persons with 
less than 2 years of service who retire after June 1, 1958, as well as 
to those who retired before that date, with a eat that no per- 
son with less than 2 years of service shi ill, by enactment of S. 3966, 
receive a higher amount of retirement pay than a person with 2 or 
more years of service. Such amendments are included in the attached 
substitute draft bill. 

The Department of Defense would interpose no objection to enact- 
ment of the attached substitute draft bill. 


COST AND BUDGET DATA 
It is estimated that enactment of 5S. 3966, as presently written, 


would result in an increase in the annual budgetary requirements of 
the military services for fiscal year 1959 as follows: 


Army Sem 
Navy an au ae eee a z 18, 440 
Marine Corps : : : Sa eee 16, 464 
Air Force en Se sin ticesieemace: ae 

BORGL- cawiaveiiicwemmiwn cena wearers = acai S ieee ceesenag ieee: ae 


Costs would be somewhat higher if ihe bill were amended as recom- 
mended. ‘These costs have not been included in budget estimates 
for fiscal year 1959. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report to the Congress. 

Sincerely yours, 
Rospert DrcuErt. 





AMENDING PUBLIC LAW 85-422 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed herewith in roman type existing 
law in which no change is proposed; existing law proposed to be 
omitted is enclosed in black brackets. 


Pusiic Law 85-422 


Sec. 4. (a) Except for members covered by section 7 of this Act 
[and persons with two or less years of service for basic pay purposes 
who were retired for physical disability or placed on the temporary 
disability retired list], members and former members of the uniformed 
services who are entitled to retired pay, retirement pay, retainer pay, 
or equivalent pay, on the day before the effective date of this Act, 
shall be entitled to an increase of 6 per centum of that pay to which 
they were entitled on that date. 0 
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29d Session | No. 2252 


ADMISSIBILITY OF EVIDENCE—STATEMENTS AND 
CONFESSIONS 


958.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted the 


following 


siTyY 


UN 
REPORT OF ‘MICHIGAN 


. erie 2) 
together with ABUL 6% 
AY ) V TT, VIkK\ TN 
INDIVII AL VIEW MAIN 


(7 ny H. R. 11477] READING ROOM 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 11477) to amend chapte 225 of title 18, United States Code, 
to provide for the admission of certain prt » and for other pur- 
poses, having considered the same, reports ‘ably thereon, with 
an amendment, and recommends that the bill. as amended, do pass. 


AMENDMENT 


On page l. line Et. insert the word “reasonable” hefore the word 
“delay , 
PURPOSE OF THE AMENDMENT 


The purpose of the amendment is to make cle: 7 hat the propos sed 
legislation does not intend to ap prove unre: sonable delay in taking 
arrested persons before a commissioner or other officer empowered to 
commit persons charged with offenses bene oe the laws of the United 
States. 


PURPOSE 


The purpose of the bill is to proy ide for a sti wutory rule of evi !onee 
for the admissibility of statements and confessions in criminal pro- 
ceedings in the courts of the United States, and to require a warning 
to an arrested person by law-enforcement officers prior to an inter- 
rogation, which warning is made a condition precedent for the admis- 
sion of statements or confessions into evidence. 
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STATEMENT 


The proposed legislation as passed by the House of Representatives 
was the subject of hearings before the Subcommittee on Improve- 
ments in the Federal Criminal Code of the Senate Committee on the 
Judiciary. 

The need for the proposed legislation has grown out of conflicting 
interpretations by lower courts in the application of the decision in 
Mallory v. Unit d States (354 U.S. 449). 

The issue which is presented to Congress by the Mallory decision 
is one of criminal procedure. 

In the 76th Congress there was enacted an act to give the Supreme 
Court of the United States authori ity to aeaneiln rules of pleading, 
practice, and procedure with respect to proceedings in criminal cases, 
prior to and including verdict, or finding or plea of guilty (54 
Stat. 688; Public Law 675, 75th Cong., approved June 29, 1940; 
subsequently U. S. C., sec. 3771). This act in its entirety is as 
follows: 


AN ACT To give the Supreme Court of the United States authority 
to prescribe rules of pleading, practice, and procedure with respect 
to proceedings in criminal cases prior to and including verdict, or 
finding or plea of guilty 


Be it ¢ nacte d by the Senate and HTouse of Re prese ntative 8 
of the United States of America in Congress assembled, That 
the Supreme Court of the United States shall have the power 
to prescribe, from time to time, rules of pleading, practice, 
and procedure with respect to any or all proceedings prior 
to and including verdict, or finding of guilty or not guilty by 
the court if a jury has been waived, or plea of guilty, in crim1- 
nal cases in district courts of the United States, including 
the district courts of Alaska, Hawaii, Puerto Rico, Canal 
Zone, and the Virgin Islands, in the Supreme Courts of Ha- 
wail and Puerto Rico, in the United States Court for China, 
and in proceedings before United States commissioners. Such 
rules shall not take effect until they shall have been reported 
to Congress by the Attorney General at the beginning of a 
regular session thereof and until after the close of such ses- 
sion, and thereafter all laws in conflict therewith shall be of 
no further force and effect. 

Approved, June 29, 1940. 


On February 3, 1941 (title 18, U. S. C., annotated, XV), the Su- 
preme Court ordered: 


1. Pursuant to the act of June 29, 1940 (Public 675, 76th 
Cong.), the Court will undertake the preparation of rules of 
pleading, practice, and procedure with respect to proceed- 
ings prior to and including verdict, or finding of guilty or 


not guilty, in criminal cases in district courts of the United 
States. 


The original rules pursuant to this act were adopted by order of the 
Court on December 26, 1944, were transmitted to the C ongress by the 
Attorney General on January 3, 1945, and became effective on March 
21, 1946 (327 U.S. 821; Congressional] Record, vol. 91, pt. 1, p. 17). 
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Rule 5 (a) of these rules is as follows: 
Rute 5. Proceepines Berore THE COMMISSIONER 


(a) Appearance before the commissioner. An officer mak- 
ing an arrest under a warrant issued upon a complaint or any 
person making an arrest without a warrant shall take the 
arrested person without unnecessary delay before the nearest 
available commissioner or before any other nearby officer 
empowered to commit persons charged with offenses against 
the laws of the United States. When a person arrested with- 
out a warrant is brought before a commissioner or other of- 
ficer, a complaint shall be filed forthwith. 


It is clear that in the preparation of the Rules of Criminal Pro- 
cedure, including rule 5 (a) with which we are here concerned, the 
Court was acting not pursuant to its inherent rights and powers but 
“pursuant to the act of June 29, 1940.” What is involved here is not 
a broad constitutional question but a narrow one of criminal pro- 
cedure. 

It is equally clear that the Supreme Court could not, by the drafting 
of “rules of pleading, practice and procedure,” affect the constitutional 
rights of any defendant, or that the Congress, by the enactment of 
statute, empower the Supreme Court to repeal or modify any such 
constitutional right. The Constitution may be changed only pursuant 
to the method prescribed by article V, as follows: 


ARTICLE V 


The Congress, whenever two-thirds of both Houses shall 
deem it necessary, shall propose Amendments to this Consti- 
tution, or,on the Application of the Legislatures of two-thirds 
of the several States, shall call a Convention for proposing 
Amendments, which, in either Case, shall be valid to all In- 
tents and Purposes, as part of this Constitution, when rati- 
fied by the Legislatures of three-fourths * * * thereof, as 
the one or the other Mode of Ratification may be proposed by 
the Congress; Provided that no Amendment which may be 
made prior to the Year one thousand eight hundred and eight 
shall in any Manner affect the first and fourth Clauses in the 
Ninth Section of the first Article, and that no State without 
its Consent, shall be deprived of its equal Suffrage in the 
Senate. 

The legislation to provide for a statutory rule of evidence must, of 
course, be interpreted in accordance with the Constitution and must 
not be so interpreted as to deprive any defendant of any constitutional 
right. 

That the Mallory decision deals solely with a rule of procedure is 
unmistakably the view of the Supreme Court itself, for Mr. Justice 
Frankfurter who handed down the opinion of the Court made it clear 
that rule 5 (a) isthis and nothing more. Mr. Justice Frankfurter set 
this forth clearly in the ee decision itself, as follows : 

The requirement of rule 5 (a) is part of the procedure devised by 
Congress for safeguarding indiv idual rights without hampering effee- 
tive and intelligent law enforcement (354 U.S. 449). 
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In the Mallory case the petitioner was convicted in a Federal 
distri court of rape and sentenced to death after a tml in which 
there Was admitted inh ¢ vidence a confession obtained under the fol- 
lowing circumstances: Ile was arrested early in the afternoon and 
was detained at police headquarters within the vicinity of numerous 
committing magistrates. He was not told of his right to counsel or 


OT a pre] minary eXaminatton before a magistrate, nor was he warned 






that he might keep silent and that any statement made by him might 
he uses unst him. Not until the petitioner had confessed about 


-oU0 p. m. was an attenipt made to take him before a committing 


magistrate and he was not actually taken before a magistrate until 
the next morning. ‘The Court held that this was a violation of rule 
> (a) and the conviction was reversed. 


Ii de] verino tne una imous opi ion of the (‘o irt. Mr. Justice 


Krai <Turter iald Gown thie ‘anon by \ hich we must interpret this rule. 
Phe task for the Cor ( therefore, 1s t di it language to pro 
vide ] ot dence, for the admissibility of state 
tS and confessions n criminal proceed 19 1 the courts of the 

, ‘ a ; } Rs 
| ed states, rorm : rovide a ( ind unmistakable 

; aa : - 
l { i a 4 { t | ry A ! if inkl irte! 
| cy t ry {7 VD 
if ( rem} ‘ i pm, LAE , = Clveé 

re } 
It 1s e op on of tl nittes the p S legisiation, as 
1 
) ‘ l | ( 1) So ym] 1\ 


( ( \ pro if Ol | ( or 
t l De] ? com) sionel 
er ( ( \ ( oO ( n ( ( irveq if yffenses 
£ } ivi e U) | State rea nable on 3 unreason 
ut ittel nic I e cel l ned ) ! i] ourt o} he 
iets OF e IT \ ] is 1*¢ 
Ihe ! \ i rig : l lef unit prot ( by Che Bill ot 
I ts the right of public to enjoy effective and intellige: 
\ entorcem ( Ol rtain ft be safeguard by the rule o 
reaso pplied by the tria urt ea ease thal Lis DV the ippli i 
on of the ! lities of a rule of erimn i] proe lure prepared long 
he fore the rAaAcCTS AT Is ve took place 
The Line ament 1 he proposed leoislat on by the ad lition of the 
. ’ 


word “reasonab! ” before the word “ le] a and the retention in the 


egislation of the requirement col tained in (b) that - 


, 7 
proposec. | 


o statement includ ne a confess On. made by an arrested 
person. during an interrogation by a law-enforcement officer 
; , ' . ° . ° . 

shall be admissible unless prior to such interrogation the ar 


rested } erson had been ady ised that he is hot required LO make 


: ; 
statement and that any statement made by him mav be used 
i { r z 


loes provide language for “safeguarding individual rights” guaran 

. : . > . ; é< . ec ° y 4: : »* oe 
teed by the Bill of Rights “without hampering effective and intelligent 
] niorcement 


The committee amendment adding the word “reasonable” before 
the word “delay” is not to be considered as a finding that such a delay 
as that inthe Mallory case is in fact reasonable or unreasonable. Such 
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a finding is a matter to be determined on the individual facts of 
the individual case by the trial court within the framework of the 
constitutional guaranties as contained in the Bill of Rights. Among 
factors to be considered are the availability of a committing officer 
and all the circumstances involved in the particular arrest and arraign- 
ment. The committee wants it clearly to appear that, in its opinion, 
simply because a statement may be taken before arraignment, that 
statement shall not thereby necessarily be refused admission in 
evidence. The committee endorses the view expressed by Mr. Justice 
Frankfurter in Af/ceNabb v. United States (318 U. S. 332), that “the 
mere fact that a confession was made while in the custody of the police 
does not render it inadmissible.” 

The bill as report d by the committee makes it clear that rule 5 (a) 
does not make such a confession inadmissible. The bill as reported 
leaves no doubt that the rule of reason is to be followed by the trial 
court. 

The subcommittee in its hearings and in its deliberations have 
ecognized that some of the difficulty and confusion growing out of 
the Mallory decision has its origin in the unique problems faced by 
the law-enforcement officers of the District of Columbia, who must 
handle the kinds of problems handled by State and local] mae forces, 
but. who are required to handle these problems within the structure of 

» Federal Rules of Criminal Procedure. The committee has given 
thought to the desir: seg of making some distinction between (1) 
he application of the Federal Rules of Criminal Procedure to com- 
ion law crimes committed in the District and (2) the application 
Federal Rules of Criminal Procedure generally in regard to 
statutory Federal crimes. After careful consideration, however, the 
committee has rejected a eativeaetian that such a legislative distinction 
be undertaken at this time. 

The committee believes that the proposed legislation, as amended, 
is meritorious, and recommends it favorably. 

Attached and 1 ms ide a part of this — are the decisions, Mallory v. 
United States (354 U.S. 449), and McNabb v. United States (318U.S 


290) 
doz). 


r 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as reported, are 
shown as follows (new matter is printed in italics) : 


CHAPTER 223 or TITLE 18, UNtrEep STAtes Copr 
CHAPTER 223.—WITNESSES AND EVIDENCE 
Sec. 
* ea * * * * a 


3501. Admissibility of evidence—statements and confessions. 
bs * * * * * * 


§ 3501. Admissibility of evidence—statements and confessions. 
(a) Evidence, including statements and confessions, otherwise ad- 
missible, shall not be inadmissible sole ly because of reasonable delay in 
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taking an arrested person before a commissioner or other officer em- 
powered to commit persons charged with offenses against the laws of 
the United States. 

(5) No statement, including a confession, made by an arrested per- 
son during an interrogation by a law-enforcement officer shall be ad- 
missible unless prior to such interrogation the arrested person had 
been advised that he is not required to make a statement and that any 
statement made by him may be used against him. 
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McNABB er at. v. UNITED STATES. 


CERTIORARI TO THE CIRCUIT COURT OF APPEALS FOR THE 
SIXTH CIRCUIT. 


No. 25. Argued October 22, 1942.—Decided March 1, 1943. 


1. The power of this Court upon review of convictions in the federal 
courts is not limited to the determination of the Constitutional | 
validity of such convictions. P. 340. 

2. Judicial supervision of the administration of criminal justice in the 
federal courts implies the duty of establishing and maintaining 
civilized standards of procedure and evidence. P. 340. 

3. The principles governing the admissibility of evidence in criminal 
cases in the federal courts are not restricted to those derived solely 
from the Constitution. P. 341. 

4. In the exercise of its authority over the administration of criminal 
justice in the federal courts, this Court, from its beginning, has 
formulated applicable rules of evidence; and has been guided therein 
by considerations of justice not limited to strict canons of evidentiary 
relevance. P. 341. 

5. The circumstances (detailed in the opinion) under which federal 
officers obtained incriminating statements from the defendants in 
this case, together with the flagrant disregard of Acts of Congress 
requiring that accused persons arrested by federal officers’ be taken 
before a United States Commissioner or other judicial officer, ren- 
dered the evidence thus obtained inadmissible in a criminal prosecu- 
tion in a federal court, and convictions resting upon such evidence 
must be set aside. P. 341. 

6. Although Congress has not explicitly forbidden the use of evidence 
so procured, yet to permit such evidence to be made the basis of a 
conviction in the federal courts would stultify the policy which Con- 
gress has enacted into law. P. 345. 

123 F. 2d 848, reversed. 


CERTIORARI, 316 U. S. 658, to review the affirmance of 
convictions of second-degree murder for the killing of a 


federal officer while he was engaged in the performance 
of his official duties, 18 U. 8. C. § 253. 


Mr. E. B. Baker, with whom Messrs. W. H. Norvell, 
J. M.C. Townsend, and Wilkes T. Thrasher were on the 
brief, for petitioners. 








ADMISSIBILITY OF EVIDENCE—STATEMENTS AND CONFESSIONS 


332 Opinion of the Court. 


Assistant Attorney General Berge, with whom Solicitor 
General Fahy and Messrs. Oscar A. Provost and. Archibald 
Cox, and Miss Melva M. Graney were on the brief, for the 
United States. 

Mr. Justice FRANKFURTER delivered the opinfon of the 
Court. 


ihe petitioners are unaer sentence Of lmprisoni lent 


for forty-five years for the murder of an officer of the 
7 } Th <p ad c > Pa? ) f T+ 4 nal PRP , 1120 
Alcohol Tax Unit of the Bureau of Internal Revenue en- 


gaged in the perrormance ¢ f his official duties. (18 U. 

onvicted of second-degree murder 
in the District Court for the Eastern District of Tennes- 
see, and on appeal to the Circuit Court of Appea 
Sixth Circuit the convictions were sustained. 123 
848. We brought the case here because the 
certiorar! presenti d serious qui stions in the administra- 
tion of federal criminal justice. 316 U.S.658. Determina- 
tion of these quan tur 


tit10n for 


IS upon the circumstances 
relating to the admission in evidence of incriminating 
statements made by the petitioners. 

On the afternoon of Wednesday, July 31, 1940, informa- 
tion was received at the Chattanooga office of the Aleoholic 
Tax Unit that several me — of the MeNabb family 
were planning to sell that night whiskey on which federal 

taxes had not been paid. The McNabbs were a clan of 
Pokdeaas mountaineers living about twelve miles from 
Chattanooga in a section known as the ne vabb Settle- 
nent. Plans were made to apprehend th e MeNabbs while 
actually engaged in their illicit enterprise. That evening 
four revenue agents, accompanied fa he Government’s 
informers, drove to the McNabb Settlement. \hen they 
approached the rendezvous arranged between the Mce- 
Nabbs and the SaEINES, the officers got out of the car. 
The informers drove on and met five of the McNabbs, of 


whom three—the twin brothers Freeman and Raymond, 
and their cousin Benjamin—are the petitioners here. 
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(The two others, Emuil and Barney McNabb, were ac- 
quitted at the direction of the trial court.) The group 
proceeded to a spot near the family cemetery where the 
liquor was hidden. While cans containing whiskey were 
being loaded into. the car, one of the iriformers flashed a 
prearranged signal to the officers who thereupon came 
running. One of these called out, “All right, boys, federal 
officers!”, and the McNabbs took flight. 
Instead of pursuing the McNabbs, the officers began 
to empty the cans. They heard noises coming from the 
direction of the cemetery, and after a short while a large 
rock landed at their feet. An officer named Leeper ran 
into the cemetery. He looked about with his flashlight 
but discovered no one. Noticing a couple of whiskey cans 
there, he began to pour out their contents. Shortly after- 
wards the other officers heard a shot; running into the 
cemetery they found Leeper on the ground, fatally 
wounded. A few minutes later—at about ten o’clock— 
he died without having identified his assailant. A second 
shot slightly wounded another officer. A search of the 
cemetery proved futile, and the officers left. 
About three or four hours later—between one and two 
o’clock Thursday morning—federal officers went to the 
home of Freeman, Raymond, and Emuil McNabb and 
there placed them under arrest. Freeman and Raymond 
were twenty-five years old. Both had lived in the Settle- 
ment all their lives; neither had gone beyond the fourth 
grade in school; neither had ever been farther from his : 
home than Jasper, twenty-one miles away. Emuil was 
twenty-two years old. He, too, had lived in the Settle- : 
ment all his life, and had not gone beyond the second 
grade. 
Immediately upon arrest, Freeman, Raymond, and 
Emuil were taken directly to the Federal Building at 
Chattanooga. They were not brought before a United 
States commissioner or a judge. Instead, they were 
placed in a detention room (where there was nothing they 
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could sit or lie down on, except the floor), and kept there 
for about fourteen hours, from three o’clock Thursday 
morning until five o’clock that afternoon. They were 
given some sandwiches. They were not permitted to see 
relatives and friends who attempted to visit them. They 
had no lawyer. There is no evidence that they requested 
the assistance of counsel, or that they were told that they 
were entitled to such assistance. 

Barney McNabb, who had been arrested early Thurs- 
day morning by the local police, was handed over to the 
federal authorities about nine or ten o’clock that morn- 
ing. He was twenty-eight years old; like the other Mc- 
Nabbs he had spent his entire life in the Settlement, had 
never gone beyond Jasper, and his schooling stopped at 
the third grade. Barney was placed in a separate room 
in the Federal Building where he was questioned for a 
short period. The officers then took him to the scene of 
the killing, brought him back to the Federal Building, 
questioned him further for about an hour, and finally re- 
moved him to the county jail three blocks away. 

In the meantime, direction of the investigation had been 
assumed by H. B. Taylor, district supervisor of the Alcohol 
Tax Unit, with headquarters at Louisville, Kentucky. 
Taylor was the Government’s chief witness on the central 
issue of the admissibility of the statements made by the 
MecNabbs. Arriving in Chattanooga early Thursday 
morning, he spent the day in study of the case before 
beginning his interrogation of the prisoners. Freeman, 
Raymond, and Emuil, who had been taken to the county 
jail about five o’clock Thursday afternoon, were brought 
back to the Federal Building early that evening. Accord- 
ing to Taylor, his questioning of them began at nine 
o'clock. Other officers set the hour earlier.’ 


1 Officer Burke testified that the questioning Thursday night began 
at 6,P. M., Officer Kitts, at 7 P. M., and Officer Jakes, at “possibly 
6 or 7 o'clock.” 





ADMISSIBILITY OF EVIDENCE—STATEMENTS AND CONFESSIONS 1] 


Opinion of the Court. 318 U.S. 


Throughout the questioning, most of which was done 
by Taylor, at least six officers were present. At no time 
during its course was a lawyer or any relative or friend 
of the defendants present. Taylor began by telling “each 

of them before they were questioned that we were Gov- 
ernment officers, what we were investigating, and advised 
them that they did not have to make a statement, that 
they need not fear force, and that any statement made by 
them would be used against them, and that they need not 
answer any questions asked unless they desired to do so.” 

The men were questioned singly and together. As 
described by one of the officers, “They would be brought 
in, be questioned possibly at various times, some of them 
-half an hour, or maybe an hour, or maybe two hours.” 
Taylor testified that the questioning continued until one 
o’clock in the morning, when the defendants were taken 
back to the county jail.’ 

The questioning was resumed Friday morning, probably 
sometime between nine and ten o’clock.2 “They were 
brought down from the jail several times, how many I 
don’t know. They were questioned one at a time, as 
we would finish one he would be sent back and we would 
try to reconcile the facts they told, connect up the state- 
ments they made, and then we would get two of them 
together. I think at one time we probably had all five 
together trying to reconcile their statements . . . When 


2 Here again Taylor’s testimony is at variance with that of other 
officers. Officer Kitts estimated that the questioning Thursday night 
ended at 10 P. M., Officer Burke, at 11 P. M., and Officer Jakes, at 
midnight. No officer testified that the questioning that night lasted 
less than three hours. 
5 Taylor testified that the McNabbs were brought back Friday morn- 
ing “probably about nine or nine-thirty.” None of the other officers 
could recall the exact time. Officer Burke thought “it must have been 
after nine o'clock,” while Officer Jakes guessed that it was “some- 
where around ten or eleven o’clock in the morning.” 
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I knew the truth I told the defendants what I knew. I 
never called them damned liars, but I did say they were 
lying to me. . . . It would be impossible to tell all the 
motions I made with my hands during the two days of 
questioning, however, I didn’t threaten anyone. None of 
the officers were prejudiced towards these defendants nor 
bitter toward them. We were only trying to find out who 
killed our fellow officer.” 

Benjamin McNabb, the third of the petitioners, came 
to the office of the Aleohol Tax Unit about eight or nine 
o'clock Friday morning and voluntarily surrendered. 
Benjamin was twenty years old, had never been arrested 
before, had lived in the McNa! bb Settlement all his life, 
and had not got beyond the fourth eal in school. He 
told the officers that he had heard that they were looking 
for him but that he was entirely innocent of any con- 
nection with the crime. The officers made him take his 
clothes off for a few minutes because, so he testified, “they 
wanted to’ look at me. This scared me pretty much.” * 
He was not taken before a United States Cor eae 
or a judge. Instead, the officers questioned him for about 
five or six hours. When finally in the afternoon he was 
confronted with the statement that the others accused 
him of having fired both shots, Benjamin said, “If they 
are going to accuse me of that, I will tell the whole truth 
you may get your pencil and paper and write it down.” 
He then confessed that he had fired the first shot, but 
denied that he had also fired the second. 

Because there were “certain discrepancies in their 
stories, and we were anxious to straighten them out,” the 


‘Taylor testified that the reason for having Benjamin remove his 


clothes was that “I was informed that he had gotten an injury running 
through the woods or that he had been hit by a stray shot. We didn’t 
know whether or not this was true, and asked him to take his clothes 
off in order to examine him and find out. 


” 
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defendants were brought to the Federal Building from 
the jail between nine and ten o’clock Friday night. They 
were again questioned, sometimes separately, sometimes 
together. Taylor testified that “We had Freeman Me- 
Nabb on the night of the second [Friday] for about three 
and one-half hours. I don’t remember the time but I re- 
member him particularly because he certainly was hard to 
get anything out of. He would admit he lied before, and 
then tell it all over again. I knew some of the things about 
the whole truth and it took about three and one-half hours 
before he would say it was the truth, and I finally got him 
to tell a story which he said was true and which certainly 
fit better with the physical facts and circumstances than 
any other story he had told. It took me three and one- 
half hours to get a story that was satisfactory or that I be- 
lieved was nearer the truth than when we started.” 

The questioning of the defendants continued until about 
two o’clock Saturday morning, when the officers finally 
“got all the discrepancies straightened out.” Benjamin 
did not change his story that he had fired only the first 
shot. Freeman and Raymond admitted that they were 
present when the shooting occurred, but denied Benja- 
min’s charge that they had urged him to shoot. Barney 
and Emuil, who were acquitted at the direction of the trial 
court, made no incriminating admissions. 


Concededly, the admissions made by Freeman, Ray- 
mond and Benjamin constituted the crux of the Govern- 
ment’s case against them, and the convictions cannot 
stand if such evidence be excluded. Accordingly, the 
question for our decision is whether these incriminating 
statements, made under the circumstances we have sum- 
marized,° were properly admitted. Relying upon the 


° To determine the admissibility of the statements secured from the 
defendants while they were in the custody of the federal officers, the 
trial court conducted a preliminary examination in the absence of 
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guarantees of the Fifth Amendment that no person “shail 
be compelled in any criminal case to be a witness against 
himself, nor be deprived of life, liberty, or property, with- 
out due process of law,” the petitioners contend that the 
Constitution itself forbade the use of this evidence against 
them. The Government counters by urging that the 
Constitution proscribes only “involuntary” confessions, 
and that judged by appropriate criteria of “voluntariness” 
the petitioners’ admissions were voluntary and hence 
admissible. 

It is true, as the petitioners assert, that a conviction in 
the federal courts, the foundation of which is evidence ob- 
tained in disregard of liberties deemed fundamental by 
the Constitution, cannot stand. Boyd y. United States, 
116 U. S. 616; Weeks v. United States, 232 U. S. 383; 
Gouled v. United States, 255 U. 8. 298; Amos v. United 
States, 255 U.S. 313; Agnello v. United States, 269 U.S. 
20; Byars v. United States, 273 U.S. 28; Grau v. United 


the jury. After hearing the evidence (consisting principally of the 
testimony of the defendants and the officers), the court concluded 
that the statements were admissible. An exception to this ruling was 
taken. When the jury was recalled, the witnesses for the Government 
repeated their testimony. The defendants rested upon their claim 
that the trial court erred in admitting these statements, and stood 
on their constitutional right not to take the witness stand before the 
jury. At the conclusion of the Government’s case the defendants 
moved to exclude from the consideration of the jury the evidence relat- 
ing to the admissions made by them. This motion was denied. The 
motion was renewed at the conclusion of the defendants’ case, and 
again was denied. The court charged the jury that the defendants’ 
admissions should be disregarded if found to have been involuntarily 
made. The issue of law which was decided by the trial court in ad- 
mitting the statements made by the petitioners did not become, 
therefore, a question of fact foreclosed by the jury’s general verdict 
of guilty. Under these circumstances we have treated as facts only 
the testimony offered on behalf of the Government and so much of 
the petitioners’ evidence as is neither contradicted by nor inconsistent 
with that of the Government. 
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States, 287 U.S. 124. And this Court has, on Constitu- 
tional grounds, set aside convictions, both in the federal 
and state courts, which were based upon confessions “se- 
cured by protracted and repeated questioning of ignorant 
and. untutored persons, in whose minds the power of offi- 
cers was greatly magnified,” Lisenba v. California, 314 
U.S. 219, 239-40, or “who have been unlawfully. held in- 
communicado without advice of friends or counsel,” 
Ward v. Texas, 316 U.S. 547, 555, and see Brown v. Mis- 
sissippi, 297 U.S. 278; Chambers v. Florida, 309 U.S. 227; 
Canty v. Alabama, 309 U. S. 629; White v. Texas, 310 
U.S. 580; Lomaz v. Texas, 313 U. S. 544; Vernon v. Ala- 
bama, 313 U.S. 547. 

In the view we take of the case, however, it becomes 
unnecessary to reach the Constitutional issue pressed 
upon us. For, while the power of this Court to undo con- 
victions in state courts is limited to the enforcement of 
those “fundamental principles of liberty and justice,” 
Hebert v. Louisiana, 272 U.S. 312, 316, which are secured 
by the Fourteenth Amendment, the scope of our review- 
ing power over convictions brought here from the federal. 
courts is not confined to ascertainment of Constitutional 
validity. Judicial supervision of the administration of 
criminal justice in the federal courts implies the duty of 
establishing and maintaining civilized standards of pro- 
cedure and evidence. Such standards are not satisfied 
merely by observance of those minimal historic safeguards 
for securing trial by reason which are summarized as “due 
process of law” and below which we reach what is really 
trial by force. Moreover, review by this Court of state 
action expressing its notion of what will best further its 
own security in the administration of criminal justice 
demands appropriate respect for the deliberative judg- 
ment of a state in so basic an exercise of its jurisdiction. 
Considerations of large policy in making the necessary 
accommodations in our federal system are wholly irrele- 
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vant to the formulation and application of proper stand- 
ards for the enforcement of the federal criminal law in 
the federal courts. 

The principles governing the admissibility of evidence 
in federal criminal trials have not been restricted, there- 
fore, to those derived solely from the Constitution. In 
the exercise of its supervisory authority over the admin- 


istration Oi criminal justice in the tederali courts, see 
T Bi a y J reo _ ¢ > T ‘ N90 ‘ 9 ee 
Nardone v. United States, 308 U. S. 338, 341-42, this 


Court has, from the very beginning of its history, formu- 


lated rules of evidence to be applied in federal criminal 
prosecutions. E£. g., Ex parte Bollman & Swartwout, 4 
Cranch 75, 130-31; United States v. Palmer, 3 Wheat. 
610, 643-44; United States v. Furlong, 5 Wheat. 184, 199; 
United States v. Gooding, 12 Wheat. 460, 468-70; United 
States v. Wood, 14 Pet. 480; United States v. Murphy, 
16 Pet. 203; Funk v. United States, 290 U.S. 371; Wolfle 
v. United States, 291 U.S. 7; see 1 Wigmore on Evidence 
(3d ed. 1940) pp. 170-97; Note, 47 Harv. L. Rev. 853.° 
And in formulating such rules of evidence for federal 
criminal trials the Court has been guided by considera- 
tions of justice not limited to the strict canons of eviden- 
tiary relevance. 

Quite apart from the Constitution, therefore, we are 
constrained to hold that the evidence elicited from the 
petitioners in the circumstances disclosed here must be 
excluded. For in their treatment of the petitioners the 
arresting officers assumed functions which Congress has 


6 The function of formulating rules of evidence in areas not gov- 
erned by statute has always been one of the chief concerns of courts 
“The rules of evidence on which we practise today have mostly grown 
up at the hands of the judges; and, except as they may be really 


something more than rules of evidence, they may, in the main, prop- 


erly enough be left to them to be modified and reshaped.” J. B. 
Thayer, A Preliminary Treatise on Evidence at the Common Law 
(1898) pp. 530-31. 
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explicitly denied them. They subjected the accused to 
the pressures of a procedure which is wholly incompatible 
with the vital but very restricted duties of the investi- 
gating and arresting officers of the Government and which 
tends to undermine the integrity of the criminal pro- 
ceeding. Congress has explicitly commanded that “It 
shall be the duty of the marshal, his deputy, or other 
officer, who may arrest a person charged with any crime 
or offense, to take the defendant before the nearest United 
States commissioner or the nearest judicial officer having 
jurisdiction under existing laws for a hearing, commit- 
ment, or taking bail for trial...” 18 U.S. C. § 595. 
Similarly, the Act of June 18, 1934, c. 595, 48 Stat. 1008, 
5 U.S.C. § 300a, authorizing officers of the Federal Bureau 
of Investigation to make arrests, requires that “the person 
arrested shall be immediately taken before a committing 
officer.” Compare also the Act of March 1, 1879, ec. 125, 
20 Stat. 327, 341, 18 U. S. C. § 593, which provides that 
when arrests are made of persons in the act of operating an 
illicit distillery, the arrested persons shall be taken forth- 
with before some judicial officer residing in the county 
where the arrests were made, or if none, in the county 
nearest to the place of arrest. Similar legislation, re- 
quiring that arrested persons be promptly taken before 
a committing authority, appears on the statute books of 
nearly all the states.’ 








7 Alabama—Code, 1940, Tit. 15, §160; Arizona—Code, 1939, 
§§ 44-107, 44-140, 44-141; Arkansas—Digest of Statutes, 1937, 
§§ 3729, 3731; California—Penal Code, 1941, §§821-29, 847-49; 
Colorado—Statutes, 1935, c. 48, § 428; Connecticut—Gen. Stats., 
1930, § 239; Delaware—Rev. Code, 1935, §§ 4456, 5173; District of 
Columbia—Code, 1940, §§ 4-140, 23-301; Florida—Statutes, 1941, 
§§ 901.06, 901.23; Georgia—Code, 1933, $§ 27-210, 27-212; Idaho— 
Code, 1932, §§ 19-515, 19-518, 19-614, 19-615; Illinois—Rev. Stats., 
1941, c. 38, §§ 655, 660; Indiana—Baldwin’s Stats. Ann., 1934, § 11484; 
Iowa—Code, 1939, §§ 18478, 13481, 13486, 13488; Kansas—Gen. Stats., 


29574—58 
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The purpose of this impressively pervasive requirement 
of criminal procedure is plain. A democratic society, in 
which respect for the dignity of all men is central, natu- 
rally guards against the misuse of the law enforcement 
process. Zeal in tracking down crime is not in itself an 
assurance of soberness of judgment. Disinterestedness in 
law enforcement does not alone prevent disregard of cher- 
ished liberties. Experience has therefore counseled that 
safeguards must be provided against the dangers of the 
overzealous as well as tHe despotic. ‘The awful instru- 
ments of the criminal law cannot be entrusted to a single 
functionary. The complicated process of criminal justice 
is therefore divided into different parts, responsibility for 
which is separately vested in the various participants upon 
whom the criminal law relies for its Aceintiien . Legisla- 


1935, § 62-610; i ntucky—Code, 1938, §§ 45-46; Louisiana—Cod 

Criminal Proc , 1932, §$ 66, 79, 80; Maine—Rev. Stats., 1930, c 
145, §9; Deak etts—Gen. Laws, 1932, c. 276, §§ 22, 29, 34; 
Michigan—Stats. Ann., 1938, §§ 28.863, 28.872, 28.873, 28.885; Minne- 
sota—Mason’s Stats., 1927, c. 104, § lississippi—Code, 
1930, c. 21, § 1230; Missouri—Rev. Stats., 1939, §§ 3862, 3883; Mon- 


, 
tana—Rev. Code, 1935, §§ 11731, 11739-40; Nebraska—Comp. Stats., 
1929, § 29-412; Nevada—Comp. Laws, 1929, §§ 1074448, 10762-64; 


New Hampshire—Pub. Laws, 1926, c. 364, §13; New Jersey—Rev. 
Stats., 1937, § 2:216-9; New York—Code of Criminal Procedure, 1939, 
§§ 158-59, 165, 185; Nort é Carolina—Code, 1939, §§ 4528, 4548; North 
Dakota—Comp. Laws, 1 
Throckmorton’s Code, 1940, §§ 15432-3, 13432-4; Oklahoma— 
Statutes, 1941, Tit. 22, §§ 176-77, 181, 205; Oregon—Code, 1930, 
§§ 13-2117, 1 3-2201; Pennsylvania—Purdon’s Stats. Ann., Perm. ed., 
Tit. 19, §§ 3, 4; Rhode Bbandth n L: ws 1938, c. 625, §68; South 
Carolina—Code, 1942, §§907, 920; South Dakota—Code, 1939, 
§§ 34.1608, 34.1619-24; Tennessee—Michie’s Code, 1938, §§ 11515, 
11544; Texas—Code of Criminal Procedure, 1936, Arts. 233-35; 

Utah—Rev. Stats., 1933, §§ 105-4-4, 105-4-5, 103-26-51; Vidal 
Code, 1942, §§ 4826, 4827a; Washingt elie. a 1932, § 1949; 

West Virginia—Code, 1937, §6150; Wisconsin—Statutes, 1941, 


§ 10543, 10548, 10576, 10578: Ohio— 


hs 
Cm 





§ 361.08; Wyoming—Rev. Stats., 1931, §§ 33-108, 33-110, 33-115. 
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tion such as this, requiring that the police must with 
reasonable promptness show legal cause for detaining 
arrested persons, constitutes an important safeguard— 
not only in assuring protection for the innocent but also in 
securing conviction of the guilty by methods that com- 
mend themselves to a progressive and self-confident so- 
ciety. For this procedural requirement checks resort to 
those reprehensible practices known as the “third degree” 
which, though universally rejected as indefensible, still 
find their way into use. It aims to avoid all the evil impli- 
cations of secret interrogation of persons accused of crime. 
It reflects not a sentimental but a sturdy view of law en- 
forcement. It outlaws easy but self-defeating ways in 
which brutality is substituted for brains as an instrument 
of crime detection.® A statute carrying such purposes is 
expressive of a general legislative policy to which courts 
should not be heedless when appropriate situations call 
for its application. 

The circumstances in which the statements admitted 
in evidence against the petitioners were secured reveal a 
plain disregard of the duty enjoined by Congress upon fed- 
eral law officers. Freeman and Raymond McNabb were 
arrested in the middle of the night at their home. In- 
stead of being brought before a United States commis- 
sioner or a judicial officer, as the law requires, in order to 
determine the sufficiency of the justification for their de- 


8 “Turing the discussions which took place on the Indian Code of 
Criminal Procedure in 1872 some observations were made on the 
reasons which occasionally lead native police officers to apply torture 
to prisoners. An experienced civil officer observed, “There is a great 
deal of laziness in it. It is far pleasanter to sit comfortably in the 
shade rubbing red pepper into a poor devil’s eyes than to go about 
in the sun hunting up evidence.’ This was a new view to me, but I 
have no doubt of its truth.” Sir James Fitzjames Stephen, A History 
of the Criminal Law of England (1883), vol. 1, p. 442 note. Compare 
§§ 25 and 26 of the Indian Evidence Act (1872). 
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barren cell and kept there for 
ys they were subjected to un- 
Benjamin’s 
and 
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the aid 


detaining him unlawfully 
sly for five or six hours. 


yunsel. The record leaves no 


room for doubt that the questioning of the petitioners 
took nlace while they were in the custody of the arresting 
officers and before any order of commitment was made. 


, a conviction restim 


such a hagrant dis regal rd of 


ience secured througn 


£ on evi 


the procedure which Congress 


Wil 


has commanded cannot be allowed to stand without mak- 
ing the courts themselves accomplices in willful disobedi- 
ence of law.“Congress has not explicitly forbidden the 
use of evidence so procured. But to permit such evidence 





to be made th e basis of a conviction in the federal courts 
would stultify the po! ich Congress has enacted into 
law. 

Unlike England, where the Judges of the King’s Bench 
have prescribed rules for the interrogation of prisoners 
while in the custody of police officers,’ we have no specific 

°In 1912 the Judges of the King’s Bench e request of the Home 
Secretary, issued rules for the guidance of police rs. See Rez \ 
Voisin, L. R. [1918] 1 K. B. 531, 539 _ se rules wer d in 
1918, and in 1930 a circular was issued | > Hor Off with the 
approval of the Judges, in order to clear up difficulties in their cor 
struction. 6 Police Journal (1933) 352-56, « ining texts of 
the Judge’s Rules and the Circular. See Rey the Royal Com 
mission on Police Powers and Procedure (1929) C 297. Although 
the Rules do not have the force of law, Rex v. Vi supra, the Eng 
lish courts insist that they be strictly observed before admittin g 
statements made by accused persons while in the custody of the police. 
See 1 Taylor on Evidence (12th ed. 1931), pp. 556-62; “Questioning 


an Accused Person,” 92 Justice 
Review 743, 758 (1928); Keedy, 


of the Peace and Local Government 
Preliminary Examination of Accused 


Persons in England, 73 Proceedings of American Philosophical Society 
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provisions of law governing federal law enforcement offi- 
cers in procuring evidence from persons held in custody. 
But the absence of specific restraints going beyond the 
legislation to which we have referred does not imply that 
the circumstances under which evidence was secured are 
irrelevant in ascertaining its admissibility. The mere fact 
that a confession was made while in the custody of the 
police does not render it inadmissible. Compare Hopt v. 
Utah, 110 U.S. 574; Sparf v. United States, 156 U.S. 51, 
55; United States ex rel. Bilokumsky v. Tod, 263 U.S. 
149, 157; Wan v. United States, 266 U. 8. 1, 14. But 
where in the course of a criminal trial in the federal courts 
it appears that evidence has been obtained in such viola- 
tion of legal rights as this case discloses, it is the duty 
of the trial court to entertain a motion for the exclusion 
of such evidence and to hold a hearing, as was done here, 
to determine whether such motion should be granted or 
denied. Cf. Gouled v. United States, 255 U.S. 298, 312- 
13; Amos vy. United States, 255 U. S. 313; Nardone v. 
United States, 308 U.S. 338, 341-42. The interruption of 
the trial for this purpose should be no longer than is 
required for a competent determination of the substan- 
tiality of the motion. As was observed in the Nardone 
case, supra, “The civilized conduct of criminal trials can- 
not be confined within mechanical rules. It necessarily 
demands the authority of limited direction entrusted to 
the judge presiding in federal trials, including a well- 
established range of judicial discretion, subject to appro- 
priate review on appeal, in ruling upon preliminary ques- 
tions of fact. Such a system as ours must, within the 
103 (1934). For a dramatic illustration of the English attitude to- 
wards interrogation of arrested persons by the police, see Inquiry in 
Regard to the Interrogation by the Police of Miss Savidge (1928), 
Cmd. 3147. 
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limits here indicated, rely on the learning, good sense, 
fairness and courage of federal trial judges.” 308 U.S. at 
342. 

In holding that the petitioners’ admissions were im- 
properly received in evidence against them, and that hav- 
ing been based on this evidence their convictions cannot 
stand, we confine ourselves to our limited function as the 
court of ultimate review of the standards formulated and 
applied by federal courts in the trial of criminal cases. We 
are not concerned with law enforcement practices except 
in so far as courts themselves become instruments of law 
enforcement. We hold only that a decent regard for the 
duty of courts as agencies of justice and custodians of 
liberty forbids that men should be convicted upon evi- 
dence secured under the circumstances revealed here. In 
so doing, we respect the policy which underlies Congres- 
sional legislation. The history of liberty has largely been 
the history of observance of procedural safeguards. And 
the effective administration of criminal justice hardly re- 
quires disregard of fair procedures imposed by law. 


Reversed. 


Mr. Justice Rutepce took no part in the considera- 
tion or decision of this case. 


Mr. Justice REeEp, dissenting: 


I find myself unable to agree with the opinion of the 
Court in this case. An officer of the United States was 
killed while in the performance of his duties. From the 
circumstances detailed in the Court’s opinion, there was 
obvious reason to suspect that the petitioners here were 
implicated in firing the fatal shot from the dark. The 
arrests followed. As the guilty parties were known only 
to the McNabbs who took part in the assault at the bury- 
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ing ground, it was natural and proper that the officers 
would question them as to their actions.” 

The cases just cited show that statements made while 
under interrogation may be used at a trial if it may fairly 
be said that the information was given voluntarily. A 
frank and free confession of crime by the culprit affords 
testimony of the highest credibility and of a character 
which may be verified easily. Equally frank responses 
to officers by innocent people arrested under misappre- 
hension give the best basis for prompt discharge from 
custody. The realization of the convincing quality of a 
confession tempts officials to press suspects unduly for 
such statements. To guard accused persons against the 
danger of being forced to confess, the law admits confes- 
sions of guilt only when they are voluntarily made. 
While the connotation of voluntary is indefinite, it affords 
an understandable label under which can be readily classi- 
fied the various acts of terrorism, promises, trickery and 
threats which have led this and other courts to refuse 
admission as evidence to confessions.? The cases cited 
in the Court’s opinion show the broad coverage of this 
rule of law. Through it those coerced into confession 
have found a ready defense from injustice. 

Were the Court today saying merely that in its judg- 
ment the confessions of the McNabbs were not voluntary, 
there would be no occasion for this single protest. A no- 
tation of dissent would suffice. The opinion, however, 
does more. Involuntary confessions are not constitu- 


1 Hopt v. Utah, 110 U. S. 574, 584; Sparf and Hansen v. United 
States, 156 U. S. 51, 55; Pierce v. United States, 160 U. S. 355; 
Wilson v. United States, 162 U. S. 613, 623; cf. Bilokumsky v Tod, 
263 U.S. 149, 157. 

2“Tn short, the true test of admissibility is that the confessisr 
made freely, voluntarily and without compulsion or inducement of any 
sort.” Wilson v. United States, 162 U.S. 613, 623; Lisenba v. Cali- 
fornia, 314 U.S. 219, 239. 
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tionally admissible because violative of the provision of 
self-incrimination in the Bill of Rights. Now the Court 
leaves undecided whether the present confessions are 
voluntary or involuntary and declares that the confes- 
sions must be excluded because in addition to questioning 
the petitioners, the arresting officers failed promptly to 
take them before a committing magistrate. The Court 
finds a basis for the declaration of this new rule of evi- 
dence in its supervisory authority over the administra- 
tion of criminal justice. I question whether this offers 
to the trial courts and the peace officers a rule of admis- 
sibility as clear as the test of the voluntary character of 
the confession. I am opposed to broadening the possi- 
bilities of defendants escaping punishment by these more 
rigorous technical requirements in the administration of 
justice. If these confessions are otherwise voluntary, civ- 
ilized standards, in my opinion, are not advanced by set- 
ting aside these judgments because of acts of omission 
which are not shown to have tended toward coercing the 
admissions. 

Our police officers occasionally overstep legal bounds. 
This record does not show when the petitioners were taken 
before a committing magistrate. No point was made of 
the failure to commit by defendant or counsel. No op- 
portunity was given to the officers to explain. Objection 
to the introduction of the confessions was made only on 
the ground that they were obtained through coercion. 
This was determined against the accused both by the 
court, when it appraised the fact as to the voluntary char- 
acter of the confessions preliminarily to determining the 
legal question of their admissibility, and by thejury. The 
court saw and heard witnesses for the prosecution and the 
defense. The defendants did not take the stand before 
the jury. The uncontradicted evidence does not require 
a, different conclusion. The officers of the Alcohol Tax 
Unit should not be disciplined by overturning this 

onviction. 








——— 


—— 
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Opinion of the Court. 
MALLORY v. UNITED STATES. 


CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA CIRCUIT. 


No. 521. Argued April 1, 1957.—Decided June 24, 1957. 


Petitioner was convicted in a Federal District Court of rape and sen- 
tenced to death after a trial in which there was admitted in evidence 
a confession obtained under the following circumstances: He was 
arrested early in the afternoon and was detained at police head- 
quarters within the vicinity of numerous committing magistrates. 
He was not told of his right to counsel or to a preliminary examina- 
tion before a magistrate, nor was he warned that he might keep 
silent and that any statement made by him might be used against 
him. Not until after petitioner had confessed, about 9:30 p. m., 
was an attempt made to take him before a committing magistrate, 
and he was not actually taken before a magistrate until the next 
morning. Held: This was a violation of Rule 5 (a) of the Federal 
Rules of Criminal Procedure, which requires that an arrested per- 
son be taken before a committing magistrate “without unnecessary 
delay,” and the conviction is reversed. McNabb v. United States, 
318 U. 8. 332; Upshaw v. United States, 335 U. S. 410. Pp. 449-456. 





98 U. 8. App. D. C. 406, 236 F. 2d 701, reversed and remanded. 


William B. Bryant argued the cause for petitioner. With 
| him on the brief were Joseph C. Waddy and William C. 
Gardner. 


Edward L. Barrett, Jr., argued the cause for the United 


States. With him on the brief were Solicitor General Ran- 
| kin, Assistant Attorney General Olney, Beatrice Rosenberg, 
4 and Julia P. Cooper. 
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Mr. Justice FRANKFURTER delivered the opinion of the 
Court. 


Petitioner was convicted of rape in the United States 
District Court for the District ‘of Columbia, and, as 
authorized by the District Code, the jury imposed a 
death sentence. The Court of Appeals affirmed, one 
judge dissenting. 236 F. 2d 701. Since an important 
question involving the interpretation of the Federal Rules 
of Criminal Procedure was involved in this capital case, 
we granted the petition for certiorari. 352 U.S. 877. 

The rape occurred at six p. m. on April 7, 1954, in the 
basement of the apartment house inhabited by the victim. 
She had descended to the basement a few minutes pre- 
vious to wash some laundry. Experiencing some diff- 
culty in detaching a hose in the sink, she sought help 
from the janitor, who lived in a basement apartment with 
his wife, two grown sons, a younger son and the petitioner, 
his nineteen-year-old half-brother. Petitioner was alone 
in the apartinent at the time. He detached the hose and 
returned to his quarters. Very shortly thereafter, a 
masked man, whose general features were identified to 
resemble those of both petitioner and his two grown 
nephews, attacked the woman. She had heard no one 
descend the wooden steps that furnished the only means 
of entering the basement from above. 
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Petitioner and one of his grown nephews disappeared 
from the apartment house shortly after the crime was 
committed. The former was apprehended the following 
afternoon between two and two-thirty p. m. and was 
taken, along with his older nephews, also suspects, to 
police headquarters. At least four officers questioned 
him there in the presence of other officers for thirty to 
forty-five minutes, beginning the examination by telling 
him, according to his testimony, that his brother had said 
that he was the assailant. Petitioner strenuously denied 
his guilt. He spent the rest of the afternoon at head- 
quarters, in the company of the other two suspects and 
his brother a good part of the time. About four p. m. 
the three suspects were asked to submit to “lie detector” 
tests, and they agreed. The officer in charge of the poly- 
graph machine was not located for almost two hours, 
during which time the suspects received food and drink. 
The nephews were then examined first. Questioning of 
petitioner began just after eight p.m. Only he and the 
polygraph operator were present in a small room, the 
door to which was closed. 

Following almost an hour and one-half of steady inter- 
rogation, he “first stated that he could have done this 
crime, or that he might have done it. He finally stated 
that he was responsible. . . .” (Testimony of polygraph 
operator, R. 70.) Not until ten p. m., after petitioner 
had repeated his confession to other officers, did the police 
attempt to reach a United States Commissioner for the 
purpose of arraignment. Failing in this, they obtained 
petitioner’s consent to examination by the deputy coroner, 
who noted no indicia of physical or psychological coercion. 
Petitioner was then confronted by the complaining wit- 
ness and “[p]ractically every man in the Sex Squad,” and 
in response to questioning by three officers, he repeated 
the confession. Between eleven-thirty p. m. and twelve- 
thirty a. m. he dictated the confession to a typist. The 
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next morning he was brought before a Commissioner. At 
the trial, which was delayed for a year because of doubt 
about petitioner’s capacity to understand the proceedings 
against him, the signed confession was introduced in 
evidence. 

The ease calls for the proper application of Rule 5 (a) 
of the Federal Rules of Criminal Procedure, promulgated 


in 1946, 327 U.S. 821. That Rule provides: 


éé 


(a) APPEARANCE BEFORE THE (COMMISSIONER. 

An officer making an arrest under a warrant issued 
7 ” os a . 

upon a comMpiaint or any person making an arrest 


: 17 1 
without a warrant shall take the arrested person 


on . > J — ] > r > . evmcal 

without unnecessary delay before the nearest avail- 
; gh? as " 

able commissioner or before any other nearby officer 


} 


empowered to commit persons charged with offenses 
against the laws of the United States. When a per- 
son arrested without a warrant is brought before a 
commissioner or other officer, a complaint shall be 


filed forthwith.” 

rm} 1 1 l ) 

This provision has both statutory and judicial ante- 
cedents for guidance in applying it. The requirement 
that arraignment be “without unnecessary delay” is a 
compendious restatement, without substantive change, of 


? 


several prior specific federal statutory provisions. (K. g., 


I 


341: 48 Stat. 1008; also 28 Stat. 416.) See 


20 Stat. 327 
Dession, ‘T he New Federal Rules of ( ‘riminal Proce lure [, 
09 Yale L. J. 694, 707. Nearly all the States have 
Slnilar enactments. 

In McNabb v. United States, 318 U.S. 332, 343-344, we 


1} 


spelled out the important reasons of policy 


: = te 
NoOaY OF iegisiation: 


lhe purpose of this impressively pervasive re- 
quirement of criminal procedure is plain. . The 


awful instruments of the criminal law ecannot be 


entrusted to a single functionary. The complicated 
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process of criminal justice is therefore divided into 
different parts, responsibility for which is separately 
vested in the various participants upon whom the 
criminal law relies for its vindication. Legislation 
such as this, requiring that the police must with rea- 
sonable promptness show legal cause for detaining 
arrested persons, constitutes an important safe- 
guard—not only in assuring protection for the in- 
nocent but also in securing conviction of the guilty 
by methods that commend themselves to a progres- 
sive and self-confident society. For this procedural 
requirement checks resort to those reprehensible 
practices known as the ‘third degree’ which, though 
universally rejected as indefensible, still find their 
way into use. It aims to avoid all the evil implica- 
tions of secret interrogation of persons accused of 
erime.”’ 


Since such unwarranted detention led to tempting 
itilization of intensive interrogation, easily gliding into 
the evils of “the third degree,” the Court held that police 
detention of defendants beyond the time when a com- 
mitting magistrate was readily accessible constituted 
“wilful disobedience of law.”’ In order adequately to en- 
force the congressional requirement of prompt arraign- 


incriminating statements elicited from defendants during 
a period of unlawful detention. 

In Upshaw v. United States, 335 U.S. 410, which came 
here after the Federal Rules of Criminal Procedure had 
been in operation, the Court made it clear that Rule 
5 (a)’s standard of “without unnecessary delay” implied 
no relaxation of the McNabb doctrine. 

The requirement of Rule 5 (a) is part of the procedure 
devised by Congress for safeguarding individual rights 
without hampering effective and intelligent law enforce- 








30 ADMISSIBILITY OF EVIDENCE—-STATEMENTS AND CONFESSIONS 


ment. Provisions related to Rule 5 (a) contemplate a 
procedure that allows arresting officers little more leeway 
than the interval between arrest and the ordinary admin- 
istrative steps required to bring a suspect before the near- 
est available magistrate. Rule 4 (a) provides: “If it ap- 
pears from the complaint that there is probable cause 
to believe that an offense has been committed and that 
the defendant has committed it, a warrant for the arrest 
of the defendant shall issue... .’ Rule 4(b) requires 
that the warrant “shall command that the defendant be 
arrested and brought before the nearest available com- 
missioner.”’ And Rules 5 (b) and (c) reveal the function 
of the requirement of prompt arraignment: 

“(b) STATEMENT BY THE COMMISSIONER. The 
commissioner shall inform the defendant of the com- 
plaint against him, of his right to retain counsel and 
of his right to have a preliminary examination. He 
shall also inform the defendant that he is not required 

to make a statement and that any statement made 
by him may be used against him. The commissioner 
shall allow the defendant reasonable time and op- 
portunity to consult counsel and shall admit the 
defendant to bail as provided in these rules. 

“(¢) PRELIMINARY EXAMINATION. The defend- 
ant shall not be called upon to plead. If the 
defendant waives preliminary examination, the com- 
missioner shall forthwith hold him to answer in the 
district court. If the defendant does not waive 
examination, the commissionef shall hear the evi- 
dence within a reasonable time. The defendant may 
cross-examine witnesses against him and may intro- 
duce evidence in his own behalf. If from the evi- 


dence it appears to the commissioner that there is 
probable cause to believe that an offense has been 
committed and that the defendant has committed it, 
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the commissioner shall forthwith hold him to answer 
in the district court; otherwise the commissioner 
shall discharge him. The commissioner shall admit 
the defendant to bail as provided in these rules.” 


The scheme for initiating a federal prosecution is 
plainly defined. The police may not arrest upon mere 
suspicion but only on “probable cause.” The next step 
in the proceeding is to arraign the arrested person before 
a judicial officer as quickly as possible so that he may be 
advised of his rights and so that the issue of probable 
cause may be promptly determined. The arrested per- 
son may, of course, be “booked” by the police. But he is 
not to be taken to police headquarters in order to carry 
out a process of inquiry that lends itself, even if not so 
designed, to eliciting damaging statements to support the 
arrest and ultimately his guilt. 

The duty enjoined upon arresting officers to arraign 
“without unnecessary delay” indicates that the command 
does not call for mechanical or automatic obedience. 
Circumstances may justify a brief delay between arrest 
and arraignment, as for instance, where the story volun- 
teered by the accused is susceptible of quick verification 
through third parties. But the delay must not be of a 
nature to give opportunity for the extraction of a 
confession. 

lhe circumstances of this case preclude a holding that 
arraignment was “without unnecessary delay.” Peti- 
tioner was arrested in the early afternoon and was de- 
tained at headquarters within the vicinity of numerous 
committing magistrates. Even though the police had 
ample evidence from other sources than the petitioner 
for regarding the petitioner as the chief suspect, they 
first questioned him for approximately a half hour. 
When this inquiry of a nineteen-year-old lad of limited 
intelligence produced no confession, the police asked him 
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to submit to a lie-detector test. He was not told of his 
rights to counsel or to a preliminary examination before a 
magistrate, nor was he warned that he might keep silent 
and “that any statement made by him may be used 
against him.’’ After four hours of further detention at 
headquarters, during which arraignment could easily have 
been made in the same building in which the police head- 
quarters were housed, petitioner was examined by the 
lie-detector operator for another hour and a half before 
his story began to waver. Not until he had confessed, 
when any judicial caution had lost its purpose, did the 
police arraign him. 

We cannot sanction this extended delay, resulting in 
confession, without subordinating the general rule of 
prompt arraignment to the discretion of arresting officers 
in finding exceptional circumstances for its disregard. In 
every case where the police resort to interrogation of 
an arrested person and secure a confession, they may 
well claim, and quite sincerely, that they were merely 
trying to check on the information given by him. Against 
such a claim and the evil potentialities of the practice 
for which it is urged stands Rule 5 (a) asa barrier. Nor 
is there an escape from the constraint laid upon the 
police by that Rule in that two other suspects were 
involved for the same crime. Presumably, whomever 
the police arrest they must arrest on “probable cause.” 
It is not the function of the police to arrest, as it were, 
at large and to use an interrogating process at police 
headquarters in order to determine whom they should 
charge before a committing magistrate on “probable 
cause.” 


Reversed and remanded. 





INDIVIDUAL VIEWS OF SENATOR WILLIAM LANGER 


I emphatically and unequivocally oppose the enactment of H. R. 

11477, as reported by the House of Representatives or as reported out 
of the Judiciary Committee of the United States Senate. 
_ H. R. 11477, as amended in the Senate Committee on the Judiciary, 
IS @ meaningless gesture in dealing with the problems of arrest and 
arraignment brought to the forefront of public attention since the 
Supreme Court decision in the case of United States v. Mallory (354 
U.S. 449 (1957)). Happily, the amended bill does not achieve what 
the proponents of the original version of H. R. 11477 hoped to accom- 
plish. By the insertion of the word “reasonable,” the Senate Com- 
mittee on the Judiciary has reported out an entirely different piece 
of legislation than the one which passed the House of Representatives 
on July 2. However, despite the fact that the committee has prevented 
substantial harm from being done to individual liberties by H. R. 
11477, it has in no way clarified the law of arrest and arraignment. 
Individuals would be no safer from arbitrary arrest and detention by 
Federal law enforcement officers than before; Federal law enforce- 
ment officers would have no clearer guide to the legitimate scope of 
their activities than they have now. For these reasons, I oppose the 
passage of the bill. 

The problems which H. R. 11477 fails to solve or ameliorate are 
not new ones. Qn the one hand, they involve the responsibilities of 
Federal law enforcement officers for effective crime detection. Con- 
trary to the belief of some, the rule in the Mallory case and the 
provisions of H. R. 11477 do not purport to touch upon the activities 
of State police in the enforcement of State laws. We are potentially 
concerned here with the activities of the Federal Bureau of Invest1- 
gation, the Treasury Department, the National Park Service, and 
other nationwide Federal agencies. As a practical matter, we are 
dealing with the problems of the Metropolitan Police of Washington. 
On the other hand, the problems before us also involve the meaningful 
protection of individual citizens from unlawful arrest and detention 
by Federal law enforcement agents. We are concerned lest the pro- 
tection contained in the fourth amendment of the Constitution and in 
the Federal Rules of Criminal Procedure become a dead letter. 

These same problems confronted the Congress 15 years ago in the 
wake of the Supreme Court decision in McNabb v. United States (318 
U7. S. 332 (1948)). In that case, the Supreme Court had occasion to 
construe a Federal statute (act of March 1, 1879, 20 Stat. 827) govern- 
ne arrests for moonshining, which required an arrested person to be 
brought “forthwith” to a committing magistrate. The Supreme Court 

eld that confessions taken before arraignment from an arrested person 
who was not brought forthwith to a committing magistrate were 
inadmissible in evidence in Federal courts. In arriving at this deci- 
sion, the Supreme Court followed a sound and well-established rule 
’ evidentiary exclusion based upon the highest considerations of 
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public policy. The Supreme Court has recognized that, when a court 
admits into evidence illegally obtained statements or m: iterials, it is 
sharing with the police in an unlawful enterprise. For this reason the 
Supreme Court has required the exclusion of evidence seized in viola- 
tion of the fourth amendment (United States v. Weeks, 232 U. S. 
383 (1913); evidence obtained as a result of wiretapping (United 
States v. Nardone, 308 U.S. 338 (1939) ), and c nioorcns extracted by 
force or duress (Watts v. Indiana, 338 U. 49 (1949)). In the 
McNabb case, the Court merely applied the same e basic rule to evidence 
taken during periods of illegal detention of a prisoner. 

Congress was beseiged with protestations that the McNabb rule 
was unworkable, that 1t would hamstring law enforcement, and that 
it would lead to a breakdown of law and order. As a result of this 
hue and cry, a bill similar in many respects to the original H. R. 11477 
was passed by the House of Representatives, although it failed of 
final enactment (H. RK. 3690, 78th Cong., 1st sess.). In the 15 years 
which have elapsed since the McNabb decision, none of the dreadful 
features ascribed to the decision has come to pass. The Senate at that 
time rightly declined to tamper with the McNabb decision; I believe 
that it should exercise the same deliberative restraint with the respect 
to the direct descendant of the McNabb case, the Mallory decision. 


II. HISTORY OF RULE 5 (A)—ITS APPLICATION AND INTERPRETATION 


On March 21, 1946, the Federal Rules of Criminal Procedure, formu- 
lated by the Supreme Cort and submitted to Congress, became effec- 
tive in all United States district courts. Rule 5 (a) of these Federal 
Rules, drawn into construction in the Mallory case, provides much 
more flexibility with respect to the immediacy of arraignment than did 
its statutory predecessors. Instead of invoking a requirement of 
arraignment “immediately” or “forthwith” after arrest, rule 5 (a) 
allows law enforcement officers the more liberal standard of no “un- 
necessary delay” between arrest and arraignment. It is with respect 
to this requirement of no “unnecessary delay” that Federal law en- 
forcement officers, mostly the Metropolitan Police of Washington, 
profess to have operating difficulties. I believe that these difficulties 
are, in the final analysis, more imaginary than real. If a prisoner is 
inebriated or in need of medical attention, or if he requests counsel 
for his arraignment, no one can seriously maintain that the provisions 
of rule 5 (a) require an on-the-spot arraignment. 

In the Mallory case, supra, Mr. Justice Frankfurter, in delivering 
the Court’s opinion, said of rule 5 (a) as follows: 


The case (Mallory) calls for the proper application of rule 
5 (a) of the Federal Rules of Criminal Procedure, promul- 
gated in 1946 (327 U.S. 821). That rule provides: 

“(a) ApPpEARANCE BEFORE THE COMMISSIONER. An officer 
making an arrest under a warrant issued upon a complaint 
or any person making an arrest without a warrant shall take 
the arrested person without unnecessary delay before the 
nearest available commissioner or before any other nearby 
officer empowered to commit persons charged with offenses 
against the laws of the United States. When a _ person 
arrested without a warrant is brought before a commissioner 
or other officer, a complaint shall be filed forthwith.” 
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This provision has both statutory and judicial antecedents 
for guidance in applying it. The requirement that arraign- 
ment be “without unnecessary delay” is a compendious re- 
statement, without substantive change, of several prior spe- 
cific Federal st: itutory provisions. (E. g., 20 Stat. 327, 
341; 48 Stat. 1008; also 28 Stat. 416.) Sep Dession, The 
New Federal Rules of Criminal Procedure I, 55 Yale L. J. 
694, 707. Nearly all the States have similar enactments. 

In McNabb v. United States, 318 U. S. 332, 343-344, we 
spelled out the important re: isons of policy behind this body 
of legislation : 

“The purpose of this impressively pervasive requirement 
‘f criminal procedure is plain. * * * The lawful instruments 
of the criminal law cannot be entrusted to a single func- 
tiontry. The compile ated process of ‘criminal justice is 
herefore divided into differe ‘nt parts, responsibility for which 
s separately vested in the various participants upon whom 
the criminal law relies for its vindication. Legislation such 
is this, requiring that the police must with reasonable prompt- 
ess show legal cause for detaining arrested persons, con- 
titutes an important safeguard—not only in assuring protec- 
tion for the innocent but also in securing conviction of the 
guilty by methods that commend themselves to a progressive 
ind self-confident society. For this procedural requirement 
hecks resort to those reprehensible practices known as the 
‘third degree’? which, though universally rejected as in- 
lefensible, still find their way into use. It aims to avoid all 
the evil implications of secret interrogation of persons accused 
of crime.” 

Since such unwarranted detention led to tempting utili- 
zation of intensive interrogation, easily gliding into the evils 

f “the third degree,” the Court held that police detention 
a defendants beyond the time when a committing magistrate 
was readily accessible constituted “wilful disobedience of 
aw.” In order adequately to enforce the congressional re- 
quirement. of prompt arraignment, it was deemed necessary 
to ren der imadmissible incriminating statements elicited from 
lefendants during a period of unlawful — ention. 

In Upshaw v. United States, 335 U. 410, which came 
here after the Federal Rules of Criminal Procedure had 
been in operation, the Court made it clear that Rule 5 (a)’s 
standard of “without unnecessary delay” implied no relaxa- 

rion of the McNabb doctrine. 

The requirement of Rule 5 (a) is part of the procedure de- 
vised by Congress for safeguarding individual rights with- 
out amnertag effective and intelligent law enforcement. 
Provisions related to Rule 5 (a) contemplate a procedure that 
allows arresting officers little more leeway that the interval 
between arrest and the ordinary administrative steps required 
to bring a suspect before the nearest available magistrate. 
Rule 4 (a) provides: “If it appears from the complaint that 
there is probable cause to believe that an offense has been 
‘committed and that the defendant has committed it, a war- 
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rant for the arrest of the defendant shall issue... .” Rule 
4 (b) requires that the warrant “shall command that the de- 
fendant be arrested and brought before the nearest available 
commissioner.” And Rule 5 (b) and (c) reveal the function 
of the requirement of prompt arraignment: 
It is interesting to note the following quotation cited above: 
For this procedural requirement checks resort to those re- 
prehensibl pra tices known as the “third de gree ” which, 
though universally rejected as indefensible, still find their 
Way into use. | Emphasis ours. | 





However, when this writer raised the issue that the Senate versions 
of the Mallory bill might lead to pri actices of the third degree, he was 
challenged by a colleague that the issue of possibility on the practice 
of third degree was outside of the scope of argument on the Mallory 
bill and had no bearing whatsoever on the prov isions of said M: lory 


Either my colleague or the Supreme Court misconstrued the ap- 


plication of rule 5 (a). 


should also be noted here the comment on rule 5 (a) by 


o 


minority views on H, R. 11477, at page 10 of said report: 


The Court, in interpreting rule 5 (a), was construing a 
provision of law which applies to all Federal crime. The 
proposed bill is also one of general application and will a 
ply to al] criminal acts which constitute Federal crime. Yet 
it is aimed at only one type of evidence, namely, confessions. 
Could not Mallory’s attorney, if the case were to be tried 
under this bill, still seek to obtain Mallory’s release—even 
before trial—on the ground that he was unlawfully arraigned 
because of the unnecessary delay between his arrest and ar- 
raignment? During the trial could not his attorneys argue 
that other incriminating evidence, such as his clothes which 
were obtained by police during a search of his house before 
his arraignment, was inadmissible on the grounds that it was 
secured during this period of unnecessary delay? Is it not 
conceivable in other prosecutions that an accused might in- 
voke the provisions of rule 5 (a) against evidence obtained 
as a result of so-called leads elic ited during a period of in- 
cessant questioning before arraignment? In fact, were the 
Supreme Court to consider Mallory under the present bill, 
there would be grave doubts as to whether the confession 
would be admissib] le because of the aggravating circumstances 
enumerated above, not the least of which—aside from mere 
delay—was Mallory’s subnormal mental capacity. 

The proponents of s legislation state that the M: allory 
rule hampers effect ive ce e nforceme nt. T hey urge that it 1S 
often difficult to show “probable cause” unless and until they 


have secured a confession. The difficulty with this argument 
is that the fourth amendment to the Constitution prohibits 
any arrest except upon probable cause. If there is no prob- 
able cause at the time of the arrest, the accused should not be 
arrested to begin with. If, on the other hand, the arrest is 


} 


lawful under the fourth amendment, there is already prob 


the 
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ible cause and no confession therefore is necessary in order 
to hold an accused. It is well settled that police officials and 
prosecuting oflicers cannot use the fruits of their wrongdo- 
ings to secure convictions. Evidence secured by coercion— 
be it physical or psychological—unlawful search and seizure, 
has long been held inadmissible by our Federal courts. ‘The 
Mallory case is a sound decision because it reaflirms this ele- 
mentary principle. 

Rule 5 (a), requiring arraignment without unnecessary 
delay, is a good rule. 


a 


‘nator Wayne Morse, in his statement, supra, said of rule 5 (a): 


Rule 5 (a) of the Federal Rules of Criminal Procedure, 
requiring arraignment without unnecessary delay after ar- 
rest, does not impose an undue burden upon careful police- 
men. ‘There are any number of legitimate reasons which 
would justify delay between arrest anc arraignment, ‘The 
uccused may be inebriated or in need of medical attention. 
he committing magistrate may not es immediately avail- 
able. Rule 5 (a) and the McNabb-M: illory rule forbids an 
arrest for the purpose of obtaining a confession. It places 
the burden upon the police of obtaining the probable cause 
justification for the arrest prior to making the arrest and 
not afterwards. In this connection it should be noted that 
even if the bills presently before the subcommittee should be- 
ome law, the requirement of arraignment without unneces- 
sary delay after arrest would still remain. A clarification 
of the phrase “without unnecessary delay” which the police 
are seeking would not be forthcoming. All that would be 
changed is the sole effective remedy for violating the require- 
ment. As such, the bills would be a green light to the police 
to ignore rule 5 (a). The Congress would be placing itself 
In an untenable position by permitting , if not encouraging, 
violations of its mandate. 

The exact application of the phrase “without unnecessary 
delay” lies at the heart of the law enforcement problem. This 
phrase allows more latitude between arrest and arraignment 
than the former Federal statutes which required arraign- 
nents “immediately” or “forthwith” after an arrest. What 
constitutes an unnecessary delay in that critical portion of 
any criminal case between arrest and arraignment de »pends 
upon the facts and circumstances of each case. Congress is 
n no position to lay down flat rules which accommodates 
the individual necessities of each case. Only the courts, on 
a case-by-case basis, are able to fashion a body of law with 
sufficient flexibility to do justice to both the public and the 
iccused in this matter. For that reason, I firmly believe 
that the working out of any clarification of the McNabb- 
Mallory rule should be left to the courts who created it. 

The reason that an arraignment is of such critical signifi- 
ance in the processing of any criminal case is that, at an 
irraignment, conducted by a judicial officer, an accused must 
he advised of the charge against him, of his right to counsel, 
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and of his right to remain silent. Until this stage of the pro- 
ceedings, a suspect may well be in ignorance of his rights and 
of the specific crime of which he is accused. A hardened 
cruminal, habituated to the atmosphere of a police station, 
is usut ally sapable of protecting his own interests without any 
warnings. A person seized by the police for the first time 
may well succumb to the new and frightening situation in 
which he finds himself and damage himself beyond repair 


On the other hand, let us examine the testimony of one of the lead 
ing proponents of H. R. 11477 (Keating-Willis bill) namely, Nicholas 
Chase, a leading practicing attorney and va ssor of law at George- 
town University Law Center, Washington, D, C. He states on page 8 
of his prepared text as follows: . 


I submit that under the provisions of the Keating-Willis 
bill, our trial judges will have adequate standards, which they 
will conscientiously apply to control the use of evidence of 
statements made by suspects during periods of reasonable 
detention while the police seek to ferret out the person or 
persons responsible for the criminal conduct involved. These 
courts will not be particeps to what has been euphemistically 
spoken of as sordid business. If the accused has been un 
reasonably delayed, or otherwise put upon, the court or jury 
can be counted upon to protect him. 


First, I'l] answer that argument by referring to the additiona 
views of Congressman Roland V. Libonati, who stated : 


Under H. R. 11477, it is incumbent upon the court to in 
struct the jury that, delay of itself is not to be considered by 
the jurors to determine whether or not the confession was a 
result of abuse, influence, or coercion. Such an instructior 
would deprive the defendant of protection against an unjust 
conviction. 

Secondly, rule 5 (a) now in effect as interpreted by the Supreme 
Court in the Mallory case states: 


The duty enjoined upon arresting officers to arraign “with- 
out unnecessary delay” indicates that the command does not 
call for mechanical or automatic obedience. 

Circumstances may justify a brief delay between arrest and 
arraignment, as for instance where the story volunteered by 
the accused, is susceptible of quick verification through third 
parties. But the delay must not be of a nature to give oppor- 
tunity for the extraction of a confession.” 


Pray, tell me, if the above quote is unanswerable—which I deem it 
so—then why the need for a modification or reversal of rule 5 (a). 
The Supreme Court decisions cited herein and rule 5 (a) recognize a 
delay may be necessary between arrest and arraignment but the delay 
cannot be an unnecessary delay, which, as Justice Frankfurter states: 


“the delay must not be of a nature to give opportunity | for the 
extraction of aconfession. (Emphasis ours.] 
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pee 


It might be well to point out here that the court of appeals has 
inter preted the phrase “without necessary delay” in 14 cases since the 
Mallory decision. ‘They have not outlawed all delays nor all ques- 
tioning or checking of ev idence prior to arraignment. 

In Milton Mallor y v. U.S. (March 31, 1958), the court of appeals 
expressly held that delay in ‘and of itself does not make a confession 
inadmissable. There was a delay of 14 hours before arraignment. 
In so holding, the court cited the earlier Mallory case and held that 
neither it or any other authority required a contrary finding. See 
minority views on H. R. 11477, w herein it states at page 11: 


“We have, then a situation where the Courts, through 
judicial decisions, are accomplishing the very purpose which 
the instant bill (HI. R. 11477) seeks to attain by legislation. 
The eis no need jor haste. The fears w hic h law enforce- 
ment groups had immediat tely followt eng the earlier Mallory 
case have thus far proved unfound d. We feel confident 
that time will further show that l gislation is unneeded.” 
| Emphasis ours. | 


Senator Wayne Morse in his statement echoed the above minority 
view. He stated on page 9 of his prepared text, as follows: 


MALLORY RULE NOT A DETERRENT TO CONVICTIONS 


Despite the fact that the McNabb-Mallory rule has been 
a matter of public controversy for more than a year, the De- 
partment of Justice and the chief legal officer of the United 
States have not seen fit to endorse any modification of the 
rule. The omission indicates clearly that the Federal law 
enforcement officials do not regard the rule as a significant 
deterrent to obtaining convictions in Federal courts. Over 
25,000 criminal prosecutions have been commenced in Federal 
courts outside the District of Columbia since the rendition of 
the Mallory decision. The McNabb-Mallory rule has ex- 
cluded confessions in less than a half dozen of these cases. 
Clearly the rule has brought no crisis to law enforcement out- 
side the District of Columbia. Yet the bills before the sub- 
committee are applicable to Federal courts all over the United 
States. 

Judicial scrutiny of police activities in the District of 
Columbia should be particularly thorough. When residents 
of any other large metropolitan communities are aggrieved 
at the activities of their police departments, they have a 
legitimate political remedy. They can vote to obtain a city 
administration to run the police department to their liking. 
Such a remedy is not available to the voteless residents of the 
District of Columbia. When Washingtonians have a griev- 
ance against their city administration, their only significant 
remedy is a judicial one. The MeN labb- Mallory rule provides 
such a remedy, limited though it may be, in cases of illegal 
police activity. 
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IV 


Is there a constitutional problem involved ? 

Senator John Carroll raised the important question of constitutional] 
problem in H. R. 11477 of Mr. James Hogan, professor of law, 
Georgetown University Law Center. It would serve a very use- 
ful purpose to quote fully the colloquy between Senator Carroll and 


Professor Hogan beginning at page 338, transcript of hearings on 
H. R. 11477, et al, as follows: 


Senator Carroiy. I want to say, Mr. Chairman, we have 
evidence here in the Turner case, and all I know is what I 
hear from the witness, yee I am not familiar with the 

‘ase myself—but I think it was based there where a police 
ofc er was asked a question on the stand, “Why did you arrest 
him?” and he said “To take him down and get a confession 


out of him.” N ww, this ‘a the testimony of one of their col- 
leagues from the Washington bar. It is a different bar asso- 
ejation—but he so testified. 

Now, if that is true, 11 appears on its face there was 
oO probable cause and even 1m Aa State eourt they would 
throw him out, They would not have to have a S ipreme 
Court ruling on that one. 

But t | Al does not answer the que stion ill all \ 5 I ul der 
stand Professor Hogan’s statement—I may ask about this 


question of sanction. 
Do you think that the Mallory rule narrows down the Mc 
Nabb rule ? 

Mr. Hocan. I do not think the Mallory rule and the Mc- 
Nabb rule are to be referred to as narrowing down each 
other at all. I think they are separate. One is a rule of proce- 
dure. You must arraign without unnecessary delay. That is 
the Mallory rule, the Mallory interpretation of 5 (a). Then 
implementing that you have the rule of evidence in Mc- 
Nabb if you do not arraign promptly, any confession ob- 
tained after the point when you should have arraigned will 
thrown out because it becomes the fruit of illegality. 

Rule 5 (a) says arraign without unnecessary delay. The 
Supre me Court savs “If we receive a confession into evidence 
obtained after the time you should have arraigned hin, it is 
the fruit of illegality, and it cheapens and degrades the 
process of justice in the Federal courts to receive evidence 
that is obtained only through the criminality of the Govern- 
ment.” It is important, says the court, that we watch and 
see whether justice is done. It is also important, says the 
court. how it is done. And as long as rule 5 (a) remains the 
law, whether it is a wise or a poor law, you are not 


voing to be able to bring in evidence that is the fruit of il- 


levality. If Congress does not like rule 5 (a) the way it is, 
they ought to change it. But they should not force the courts, 
in my opinion. to receive evidence which is obtained in viola- 
tion of congressional mandate. 

It is important, as I said before, that a criminal trial 
disclose the criminality of the defendant. But it is equally 
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important in my opinion that it not disclose the criminality 
of the United States Government. 

Senator Carroty. Can you suggest how we could change 
5 (a) to meet this issue head on? Supposing the Congress 
does not like rule 5 (a). How would they meet it ? 

Mr. Hoean. I am not sure they can do too much about it, 
Senator, because I believe rule 5 (a) might very well he 
held to embody an essential constitutional guaranty of lib- 
erty; that if you allow the police to hold a person any long 
period of time—12 hours, 24 hours, 36 hours—you are cutting 
down the right that he has to go free on bail in noncapital 
cases. 

Senator Carrotu. This raises a very important question, 
Mr. Chairman. Now, Professor Hogan, in your opinion is 
there a constitutional problem involved in this legislation ? 

Mr. Hocan. In my opinion there is a constitutional prob- 
lem involved in Senator Butler’s bill, which changes 5 (a), 
and there is also a constitutional problem involved in the 
first part of the Willis-Keating bill. And I think it comes 
up under the problem of separation of powers. 

I do not think Congress has the power to force the Su- 
preme Court to receive into evidence material when it be- 
lieves that by doing so it corrupts and corrodes the machinery 
of justice. I think that the rules of evidence are mainly the 
concern of Congress. But there is a small area of the rules 
of evidence which pertains so closely to the process of admin- 
istering criminal justice that I think it is within the inherent 
power of the court to say “We are going to exclude evidence; 
we are not going to allow you to “cheapen and degrade the 
Federal trial process, we are not going to succumb to the de- 
lusive appeal of a very vicious principle that the end justifies 
the means. We would like to convict Mallory just as much as 
anyone else would, but when we do so, we do not want to 
do it in a trial that discloses the criminality, the disregard 
of congressional mandate on the part of the United States 
Government.” 

The executive branch must respect the mandate of the 
legislative branch. And when it does not do so, then it is the 
duty of the judiciary, I think, to say “We are not going to 
allow into evidence the fruit of illegality.” This cheapens 
the whole governmental procedure. It convicts criminals, 
to be sure, but in the long pull it is detrimental to the morale 
of society. And that is why I think that you cannot set 
aside that independent judgment of an independent judiciary 
to the effect that they do not believe they can admit illegally 
obtained evidence without contaminating the Federal cri- 
minal trial. 

Now, I do not mean making the trial come out with the 
wrong result. But I mean making it something that does less 
than inspire respect in the people who are w vatching it for 
the majesty of the law. And I think that is important, too. 
It is important to get Mallory—but it is also important to 
watch how you get him. 
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Senator O’Manonsy. If I understood you, Professor Ho- 
gan, a little while ago, referring to the Upshaw case, you 
spoke of it as one in which del: Ly alone was the reason for the 
denial of the confession. 

Mr. Hocan. Unnecessary delay. 

Senator O’Manonry. Unnecessary delay. Well, I want 
to read to you from the Upshaw decision. I am quoting the 
Supreme Court now. 

“In this case we are left in no doubt as to why this peti- 
tioner was not brought before a committing magistrate 
promptly. The arresting officer himself st: ated that peti- 
tioner was not carried before a magistrate on Friday or Sat- 
urday morning, after his arrest on Friday at 2 a. m., be- 

cause the officer thought there was not a sufficient case for the 

court to hold him, adding that even ‘if the police court did 
hold him, we would lose custody of him, and I no longer 
would be able to question him.’ Thus the arresting officer 
in effect conceded that the confessions here were ‘the fruit 
of wrongdoing’ by the public officer.” 

So it was not delay alone. 

Mr. Hogan. No, it was unnecessary delay. But even if you 
have an unnecessary delay, sir, then it makes the confession 
the fruit of illegality, because you would not have had the 
confession had you complied with the statute. 

Let me read one sentence of the Upshaw decision which is 
the holding of the case. 

“We hold a confession is inadmissible if made during 
illegal detection due to failure promptly to carry a prisoner 
before a magistrate, whether or not the confession is the re- 
sult of tortue, physical or psychological.” The violation of 
rule 5 (a) makes the confession the fruit of illegality. No 
Federal court, I think, without cheapening and degrading 
itsef, can receive into evidence the fruit of illegality. 

Sens ator O’Manonry. That goes beyond the MeNabb rule. 

Mr. Hogan. No, I think the McNabb rule does just that— 
that is what it is designed todo. Aslongas 5 (a) is the law— 


* # a: * * 


Senator Carroiu. I have one or two questions, Mr. Chair- 
man. Your point is in an effort to water down a Supreme 
Court sanction, the Congress itself, in Willis and Keating, 
has established another sanction. 

Mr. Hogan. That is right—and of the same kind. That is 
why I think it is inconsistent. 

Senator Carrotu. In other words, if I may use my own 
words and not yours, to water down an exclusionary rule, 
they have thrown us another sop which is not nearly as 
important. 

Mr. Hogan. And it also embodies another exclusionary 
rule, and they say exclusionary rules are bad. And that is 
why I think that the drafters are inconsistent. And that is 
why I would suggest that maybe there is something else 
lurking in the background of part A of that bill, some “other 
reason why the people in the House were so anxious to pass 
part A, that they are willing to come over here with a bill 
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which is inconsistent on its face. And I think that thing 
jurking in the background might be that they believe when 
they pass rule 5 (a) they take a slap at the Supreme Court, 
and there are people today who are in favor of slaps at the 
Supreme Court per se. Now, I think that may be in the 
background of this bill. 

Senator Carroty. May I ask you one more question. Let 
us assume that this bill that was in the House passes without 
amendment in the Senate. What will it do to this question 
of probable cause, what will be the effect so far as a con- 
fession obtained ? 

Mr. Hoean. I think it will have this effect. I will be teach- 
ing rule 5 (a) in my course in criminal procedure next 
December, and if you pass this legislation, I think I will 
be forced to tell my students, as my professors told me, that 
without the Mc Nabb rule, rule 5 (a) is not worth the paper 

that it is printed on. And that exactly, I think, is the rule if 

this Willis-Keating bill goes through. Rule 5 (a) has not 
been changed at all, but in another sense it has been com- 
pletely eviscerated. 


V. THE MORSE BILL 


Senator Morse, in introducing S. 3325, which I heartily endorse, 
stated on the Senate floor on February 21, 1958, as follows: 


I ask Senators to keep in mind the fact that the Mallory 
lecision was based upon rule 5 of the Federal Rules of Crim- 
inal Procedure, but at its base it involves due process of law 
as a constitutional concept. 


PRESERVING DUE PROCESS 


It is about this concept of due process of law that I wish 
to speak this afternoon as I introduce the bill. The basic 
constitutional rights guaranteed to accused persons in the 
Federal Bill of Rights do not mean very much unless they 
can be invoked at the earliest appropriate time. Due process 
of law means just that. It is not a mere legalistic phrase con- 
fined to the subsequent criminal trial; it properly applies as 
early as necessary in the proceedings—that is, when a person 
1s detained by law-enforcement officers and is questioned. 
Due process of law attaches to the person the moment the 
law officer lays his hand on him and subjects him to arrest. 
Due process of law is not a legal protection that applies some- 
time subsequent to arrest; it applies immediately. I would 
ioe Senators read the Mallory case from the standpoint of 
that constitutional guarantee. It is at the point of arrest that 


? 


7} 


he individual’s basic rights should be made clear to him. 
RIGHTS DECLARED BY BILL 


He should be told the charge against him, that he has a 
right not to make any statement, and that he has a right to 
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have legal counsel present while he is questioned. With 
such a safeguard, with enforcement features, the problem 
of improperly obtained confessions would be reduced to a 
minimum. 

VI 


According to the amended bill, confessions or admissions will not 
be excludable from evidence if the -y are taken during periods of rea- 
sonable delay between arrest and arraignment. Taken in the ab- 
stract, the terms “reasonable” and “necessary” may not be exactly 
synonymous. However, neither crime detection nor sensible judicial 
interpretations are made in the abstract. Reasonable delays between 
arrest and arraignment—those founded upon some practical moti 
tion aside from. extracting a confession from an accused—are already 
S CC ‘tione >] by t he present tlaw. (See ne d States Vv. Milton Mallory. 

CA-DC No. 14023: United States Porter, CCA-DC No. 14305 
(1958).) The reworded McNabb- flory rule contained in the 
amended H. R. 11477 approaches the ques tion from the opposite direc 
tion from rule 5 (a) and the Mallory case. Instead of saying that a 
confession is excludable unless taken “without unnecessary delay” 
between arrest and arraigniment, the present bill states that a con- 
fession shal] not be excluded if taken during a period of “reasonable 
delay. - Sem anti _ ma Ly be able to find a shat low ( yf distinction in 
the phraseology; jurists convinced of the propriety of the McNabb 
M: ae rule w il not. 

The problems of arrest and arraignment are difficult and delicate 
enough without being cluttered up with meaningless statutory 
verbiage. The law in this area of individual] liberties has, since the 
earliest days of the common law, been largely fashioned by the a“ 
on a case-by-case basis. In this manner, a concept of ordered liber 
has been developed which is flexible enough to meet the necessit! 
of justice in a cle variety of instances. I believe that we will serve 
the Nation best by leaving these matters with all of their attendant 
difficulties to the courts. 


VII. OBSERVATIONS AS TO THE NEED OF H. R. 11477 


Some of the proponents of H. R. 11477 testified in effect that the 
Mallory decision protects a criminal who has ant irily confessed 
his crime and « apes the penalty of the law as a result of a tech 
nicality which ea its the introduction of his confession as evidence 
against him, 

It is further pointed out in the evidence that the Mallory decision 
received such widespread public indignation because of the gruesome- 
ness of the crime committed, resulting in a great clamor by individuals 
and organizations for legislation to alter or repeal rule 5 (a) upon 
which the Mallory decision was predicated. 

I would like to make these observations: 

(1) As Abraham Lincoln once said, “It is better to acquit 2! 
criminals than to convict 1 innocent person.” 

The McNabb and Mallory decisions and rule 5 (a) of the Federal 
Criminal Procedure are predicated on the American way of life and 
our constitutional guaranties in protecting the innocent, who are the 
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individuals who need the utmost protection of their constitutional 
rights. The hardened criminals know these rights and exercise them. 
The unexperienced, the uneducated person is the one whose need of 
these protections is the greatest at such times as enunciated in the 
Mallory decision. 

The minority view in House Report No. 1815, hereinbefore referred 
to, states that while this bill is referred to as a rule of evidence, it is 
in effect a rule which undermines and errodes the constitutional rights 
set forth in the fourth, fifth and sixth amendments. 

(2) Some of the witnesses have stated that the opposition to the 
M: ere rule resulted from the desire on the part of the law enforce- 
ment officers and other groups to make it much simpler and easier to 
obtain convictions by confession. If it is their desire to have Congress 
thange the law to get evidence from the defendent to the prejudice of 
his rights of fair play, then why not ask Congress to place in motion 
. constitutional amendment wiping away the constitutional gu: wanty 
“that an individual cannot be forced to testify against himself.” In 
this way, the State could gain many convictions which up to this point 
the State was unable to prove because the Constitution guaranteed 
that a defendant cannot be forced to testify against himself.” 

[ might further point out that if one wanted to get even more ridic- 
lous in this respect, legislatures could amend the laws to force a wife 
to testify against her husband who is now protected by the statutes 

roughout most of the country, and by doing so, you could aid in the 

onviction of many husband-defendan its. 

I could go on with observations along the same lines to show the 
many ways in which Congress could amend laws to make it easier for 
the State to prosecute and convict the individual, but that is not our 
(merican way of life. That is not our sense of fair play and that 
is not consistent with the fundamental guaranties set forth in the 
Constitution of our United States which made this country the great 

ountr y that it 1s tod: Ly. 

On the other h: and, the Mallory rule known as rule 5 (a), recognizes 
i delay may be necessary between the arrest and arraignment, but, 
stated by the Supreme Court, it cannot be an unnecessary delay—a 
delay must not be of a nature to give opportunity for the extraction of 


} Oy] fession. 


onclusion, for the foregoing reasons, I reiterate that no legis- 
lation is needed to modify the Mallory decision or rule 5 (a) of the 
Federal Rules of Criminal Procedure. If any legislation is to be 
passed by this Congress at this late date, it is the excellent Senate bill 
325, introduced by Senator Wayne Morse which would grant to 
the accused further protections consistent with our constitutional 
ouaranties. 


» 
“e 


Wiiui1AM LANGER. 
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Avuaust 8, 1958.—Ordered to be printed MAIN 
READING ROOM 


Mr. Hitz, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 
[To accompany H. R. 12876] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 12876) having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill, which passed the House unanimously and which was voted 
out of the Committee on Labor and Public Welfare unanimously, 
merely extends for 3 years the life of the Health Research Facilities 
Act which was enacted in 1956. That measure authorized appropri- 
ations of $30 million a year for each of 3 years to be used to help 
finance the construction of facilities for research in the fields of the 
killing and crippling diseases such as cancer, heart disease, mental 
illness, arthritis, and many others. Allocation of these funds ion the 
form of grants is made by the Surgeon General subject to the approval 
of an advisory council consisting “of 12 outstanding citizens, 4 repre- 
senting the general public and 8 chosen to represent the various 
branches of medicine and dentistry which are involved. There was 
no opposition to the enactment of the 1956 bill, and this current bill 
comes to the floor unanimously from the Committee on Labor and 
Public Welfare after having passed the House unanimously. 

The Health Research Facilities Act of 1956 (Public Law 835, 84th 
Cong.) added a new title to the Public Health Service Act (42 U.S. C., 
ch. 6A). This new title VII provided for a 3-year program of Federal 
matching grants for the construction of health research facilities end- 
ing June 30, 1959. It authorized an annual appropriation of $30 
million. All of the $90 million presently authorized has been appro- 
priated and most of the appropriations have already been expended 
or committed. 
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Section 710 of title VII requires the Surgeon General, in consultation 
with the National Advisory Council on Health Research Facilities, to 
report to Congress annually. The second such annual report is re- 
quired by law, among other things, to “include an appraisal of the 
current program in the light of its adequacy to meet the long-term 
needs for funds for the construction of non-Federal facilities for re- 
search in the sciences related to health.” 

In his second annual report, submitted on February 4, 1958, the 
Surgeon General advised that the Public Health Service had on hand 
approvable applications for additional health research facilities 
totaling in excess of $61 million and that further applications are 
anticipated. More recently, the Health Research Facilities Branch 
of the National Institutes of Health furnished the following supple- 
mental information: 


As a result of firm applications for health research facilities 
grants under Public Law 835, and from letters and reports to 
the Division of Research Grants, our records reveal that the 
following amounts are required to fill the needs of eligible 
institutions for constructing and equipping health research 
facilities: 


Fiscal year: 


1959___~- , ae $107, 074, 311 
1960___ ar pana tnah se 105, 600, 220 
1961__- wepiavi : 66, 099, 390 


These amounts reflect grants desired. 


The second annual report also contains the following conclusion 
with respect to the adequacy of the present program: 


The act, as it stands at present, authorizes the appropria- 
tioa of not to exceed $90 million over a 3-year period, 
Manifestly, this amount will not be adequate to meet the 
demonstrated and legitimate needs of health research 
facilities in the Nation. 

Hence, it is our recommendation that the Health Research 
Facilities Act be extended for additional years after July 1, 
1959. 


The Subcommittee on Health and Science of the House Committee 
on Interstate and Foreign Commerce held extended hearings on this 
and related measures. In the course of those hearings testimony was 
received from, among others, representatives of the Department of 
Health, Education, and Welfare; the American Medical Association; 
the American Dental Association; the Association of American Medi- 
cal Colleges; and the American Association of Dental Schools. All of 
these witnesses stressed the great need for additional Federal match- 
ing grants for research. In similarly testifying, the Surgeon General 
of the United States Public Health Service pointed out that although 
the bill only requires dollar-for-dollar matching, to date recipients of 
grants under the act have actually expended between $2 and $2.50 of 
local mone y for each $1 of Federal money received. 

The committee feels that this program has, without question, proved 
its value and that the procedures under which it has been operating 
have been found excellent. The committee further found that the 
need for its continuance is amply demonstrated by the great numbers 
of approved applications which are pending and which far exceed the 
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total amounts authorized to be appropriated under the bill as reported. 
The committee strongly recommends prompt passage of this measure. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed i is shown in roman): 


Titte VII—Heattu ResearcwH FAcILities 


a * * * *x * * 
AUTHORIZATION OF APPROPRIATIONS 


Sec. 704. There is hereby authorized to be appropriated for the 
fiscal year ending June 30, 1957, and for each of the [two] five 
succeeding fiscal years, not to exceed $30,000,000 for making grants- 
in-aid for the construction of facilities for research in the sciences 
related to health; and any sums appropriated pursuant to this section 
shall remain available until expended. 


APPROVAL OF APPLICATIONS 


Sec. 705. (a) Applications for grants under this title shall be made 
not later than June 30, [1958] 1961, 
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Avuaust 8, 1958.—Ordered to be printed 


Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 8868] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 8868), to remove the present $1,000 limitation which prevents 
the settlement of certain claims arising out of the crash of an aircraft 
belonging to the United States at Worcester, Mass., on July 18, 1957, 
having considered the same, reports favorably thereon with amend- 
ments and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, line 5, following the comma after 1958, insert the fol- 
lowing: “and title If of the Department of Defense Appropriation 
Act, 1959,” 

On page 2, strike section 2 and insert in lieu thereof the following: 


Suc. 2. Payments made pursuant to the Department of 
Defense Appropriation Act, 1958, and the Department oi 
Defense Appropriation Act, 1959, for death, personal injury, 
and property loss claims, shall not be subject to insurance 
subrogation claims in any respect. No payments made pur- 
suant to such acts shall include any amount for reimburse- 
ment to any insurance company or compensation insurance 
fund for loss payments made by such company or fund. 

No part of any amounts awarded pursuant to the acts 
referred to in section 1 of this Act shall be paid or delivered 
to or received by any agent or attorney on account of serv- 
ices rendered in connection with these claims, and the same 
shall be unlawful, any contract to the contrary notwith- 
standing. Any person violating the provisions of this sec- 
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tion shall be deemed puts of a misdemeanor and upon 

conviction thereof shall be fined in any sum not exceeding 

$1,000. 
PURPOSE OF AMENDMENTS 


The first amendment has been added since, although the claim arose 
during fiscal 1958, payment must be accomplished out of funds appro- 
priated for fiscal 1959. Since this title of the appropriation act consti- 
tutes both an authorization and an appropriation, it was necessary 10 
cite the authority contained in the act for fiscal 1958 as well as the 
authority contained in the act for fiscal 1959. 

The second amendment prohibits subrogation claims and payments. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to waive the 
$1,000 limitation on the payment of claims pursuant to title IL of the 
Department of Defense Appropriation Act, 1958, and title II of the 
Department of Defense Appropriation Act, 1959, so as to permit 
payment of claims growing out of an aircraft crash which occurred 
at Worcester, Mass., on July 18, 1957, during the course of a routine 
training flight by a member of the New Hampshire Air National 
Guard, who was using an aircraft belonging to the United States. 


STATEMENT 


The Department of Defense interposes no objection to the enact- 
ment of H. R. 8868. 

On July 18, 1957, at Worcester, Mass., an aircraft belonging to 
the United States and being operated by a member of the Air National 
Guard crashed on a routine training flight. 

The aircraft was a complete loss and both pilot and observer were 
killed. Fire and property damage was incurred to seven homes and 
surrounding areas amounting to approximate ‘ly $75,000 to $100,000. 
No civilian fatalities or injuries were reported and, therefore, claims 
will relate to property damage only. At the time of the accident, the 
aircraft was being flown for training purposes by a New Hampshire 
National Guard pilot who was on an annual 15-day sctive-duty 
summer training tour. 

Under existing law in title II of the Department of Defense Appro- 
priation Acts of 1958 and 1959, claims such as this are limited for 
administrative settlement to a monetary maxunuin of $1,000. Some 
of the claims arising out of this accident exceed that amount necc >- 
sitating the weiver created herein. Since the policy of paying clainss 
of this nature has been established by acts of Congress, the committee 
believes that these deserving claimants should not be barred froin 
recovery by the statutory limitation. The damage of the claimants 
covered herein resulted through no feult of their own but rather 
through the actions of an agency of the Armed Forces. The policy 
of paying for the damage created by the acts of members of the Air 
National Guard has been predetermined in the affirmative by the 
congressional enactments cited herein. Consequently, no precedents 
are set and no new theories are involved. The waiving of the $1,000 
limitation permits an administrative settlement en toto and saves 
Congress the futile labor of paying these claimants for the residue 
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of their claims after they have exhausted their administrative reme- 
dies. The Congress has on occasion, where there are a number of 
claims arising out of one incident, permitted settlement by one 
statutory waiver bill. 

While the agency report states that these claims amount to approx- 
imately $75,000 to $100,000, information submitted by the sponsor 
indicates that many of these claimants have been paid either wholly 
or partially by insurance companies so that the Government’s ulti- 
mate cost will only be in the neighborhood of a very few thousands of 
dollars. It is for this reasow that the bill has been amended to cut off 
subrogation claims against the Government which would surely arise 
upon the waiving of the statute. 

The committee believes this is a meritorious bill and recommends 
enactment. 

Attached hereto and made a part of the record is the report from 
the Department of the Air Force, 


DePARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, August 23, 1957. 
Hon. EMANUEL CELLER, 
Chairman. Committee On the Judiciary, 
House of Re pre N¢ ntatrve 8, 

Dear Mr. CuarrmMan: Reference is made to your request for the 
comments of the Department of Defense on H. R. 8868, 85th Congress, 
a bill to remove the present $1,000 limitation which prevents the 
settlement of certain claims arising out of the crash of an aircraft 
belonging to the United States at Worcester, Mass., on July 18, 1957. 
The Secretary of Defense has delegated to the Department of the Air 
Force the responsibility for expressing the views of the Department 
»f Defense on this bill. 

The purpose of H. R. 8868 is to make the $1,000 limitation on claims 
containe /. in the paragraph under the center heading “Claims” in the 
title II of the Department of Defense Appropriation Act, 1958, in- 
aie to claims arising out of the crash on Julv 18, 1957, at 
Worcester, Mass., of an aircraft belonging to the United States and 
being operated on a routine training flight by a member of the Air 
National Guard while on a camp of instruction. 

The incident in question occurred on July 18, 1957, in Worcester, 
Mass. The aircraft was a complete loss and both pilot and observer 
were killed. Fire and property damage was incurred to seven homes 
and surrounding areas amounting to approximately $75,000 to 
$100,000. No civilian fatalities or injuries were reported and, there- 
fore, claims will relate to property damage only. At the time of the 
accident, the aircraft was being flown for training purposes by a New 
Hampshire National Guard pilot who was on an annual 15-day 
active-duty summer training tour. 

The Department of the Air Force on behalf of the Department of 
Defense ea no objection to the enactment of H. R. 8868. 
However, it should be noted that this is the second proposal in recent 
weeks to waive a $1,000 limitation under similar circumstances. 
Budget estimates are based on the $1,000 limitation now contained in 
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the Department of Defense Appropriation Act, and it is possible that 
the payment of these claims from the Department of Defense (Claims) 
appropriation will result in a deficiency in the appropriation thereby 


necessitating a request for a supplemental appropriation. 
This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 
Sincerely yours, 
. ‘ ‘ 
LYLE S. GARLOCK, 
Assistant Secere tary of the An? Fores ‘ 
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Mr. Case of South Dakota, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H, R. 8249] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8249) to provide for the adjustment by the Secretary of the 
Army of the legislative jurisdiction exercised by the United States 
over lands within the Fort Custer Military Reservation, Mich., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill would authorize but not direct the Secretary of the Army 
to relinquish to the State of Michigan all or any portion of the juris- 
diction which the United States now has over any lands within the 
Fort Custer Military Reservation, Mich. 


NEW LEGISLATION 
This bill is new legislation and does not amend existing law. 


BACKGROUND OF THE BILL 
Fort (Custer 
The Fort Custer Military Reservation was established in 1917 in 
Calhoun and Kalamazoo Counties 5 miles west of Battle Creek, Mich., 
and acquisition for the original reservation completed in 1919-21 by 
purchase and condemnation of approximately 8,297.36 acres of land. 
The reservation was expanded during World War II and approximately 
6,081 acres additional acquired in fee. Federal jurisdiction over all 
of lands of the Fort Custer Military Reservation has been ceded 
to the United States by the State of Michigan. 
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Leases to State 

The Fort Custer Military Reservation was inactivated in 1953 and, 
since there was for the time being no requirement for certain of the 
facilities, they were made available for nonmilitary use. A portion 
of Fort Custer, involving approximately 57 acres of land and 
barrack-type buildings with a capacity of 800 hospital beds, com- 
prising the major portion of the Fort Custer Station Hospital, was 
leased to the State of Michigan after agreement with the Committees 
on Armed Services of the United States Senate and House of Repre- 
sentatives in Army disposal project No. 66, which was submitted 
January 3, 1956, in accordance with title VI of the act of September 
28, 1951 (65 Stat. 365). The State is utilizing these facilities for the 
care of mentally deficient children. An additional area of 1,280 acres 
was leased to the State for park and recreational utilization on Sep- 
tember 1, 1956. Under the provisions of the pending bill, the State 
of Michigan could be afforded appropriate jurisdiction over the land 
and facilities under lease, as well as any lands or facilities leased in 
the future. 

FISCAL DATA 


Enactment into law of this measure will not involve any expenditure 
of Federal funds. 
COMMITTEE POSITION 


The Committee on Armed Services recommends that this bill be 
enacted into law in order to remove the many difficulties and incon- 
veniences now being experienced by the State of Michigan by reason 
of the existence of Federal jurisdiction over the property leased to it. 
The vote of the committee was unanimous. 


DEPARTMENTAL DATA 


The Department of the Army objected to the bill in its original 
form and suggested that, if separate consideration were to be given 
to the lands involved in this measure, the bill be amended. The 
amendment suggested by the Army now appears in the bill. The 
Bureau of the Budget interposed no objection to the departmental 
report. 

SUMMARY 


This bill, as amended, will authorize the retrocession of Federal 
jurisdiction over certain areas within the Fort Custer Military 
Reservation. 

The Department of the Army recommended the amendment which 
now appears in the bill. 

The Bureau of the Budget interposed no objection to the depart- 
mental report. 

The bill will not involve the expenditure of any Federal 
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NOVEMBER 18, 1957. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuHarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
wits respect to H. R. 8249, 85th Congress, a bill to cede to the State 

f Michigan civil and criminal jurisdic tion over certain land situated 
sash Fort Custer, Mich. The Secretary of Defense has delegated 
to the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

Under the provisions of this bill, the United States would, subject 
to acceptance by the State, cede to the State of Michigan civil and 
criminal jurisdiction over lands under lease to the State within Fort 
Custer, — The acceptance by the State would be required 
within 1 vear after the date of leasing or the date of enactment of 
the bill, hie chever is later; and the further provision that jurisdiction 
over land in any lease shall revert to the United States on the termi- 
nation of that lease. 

The Department of the Army, on behalf of the Department: of 
Defense, is opposed to the enactment of this bill. 

The Fort Custer Military Reservation was established in 1917 in 
Calhoun and Kalamazoo Counties, 5 miles west of Battle Creek, 
Mich., and acquisition for the original reservation completed in 
1919-21 by purchase and condemnation of approximately 8,297.36 
acres of land. The reservation was expanded during World War II 
and approximately 6,081 acres additional acquired in fee. Federal 
jurisdic tion over all of lands of the Fort Custer Military Reservation 
has been ceded to the United States by the State of Michigan. 

The Fort Custer Military Reservation was inactivated in 1953 and, 
since there was for the time being no requirement for certain of the 
facilities, they were made available for nonmilitary use. A portion 
of Fort Custer, involving approximately 57 acres of land and 52 bar- 
rack-type buildings with a capacity of 800 hospital beds, comprising 
the major portion of the Fort Custer station hospital, was leased 
to the State of Michigan after agreement with the Committees on 
Armed Services of the United States Senate and House of Repre- 
sentatives in Army disposal project No. 66, which was submitted 


January 3, 1956, in accordance with title VI of the act of September 
98. 1951 (65 Stat. 365). The State is ile these facilities for the 
care of mentally deficient children. An additional area of 1,280 acres 


was leased to the State for park and recreational utilization on 
September 1, 1956. Under the provisions of the pending bill, the 
State of Michigan would be afforded exclusive jurisdiction over the 
land and facilities under lease, as well as any lands or facilities leased 
in the future. 

The Interdepartmental Committee for the Study of Jurisdiction 
Over Federal Areas Within the States, in its report approved by the 
President April 27, 1956, stated: “The most immediate need, in the 
view of the Committee, is to make provision for the retrocession of 
unnecessary jurisdiction to the States.’”” The Committee accordingly 
recommended that section 355 of the Revised Statutes of the U nited 
States, as amended, be further amended ‘‘so as to give to the heads of 
Federal agencies and their designees the necessary authority to retro- 
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cede legislative jurisdiction to the States.’”” The enactment of broad 
legislation to authorize the adjustment of legislative jurisdiction to 
meet the actual needs of each specific installation has been endorsed 
by the Department of Defense. It appears to this Department, 
therefore, that action on H. R. 8249 should be deferred pending the 
consideration of the implementation of the Interdepartmental Com- 
mittee’s above-referenced recommendations, through enactment of 
H. R. 2553 or similar legislation that would permit retrocession 
of jurisdiction in specific instances to be effected administratively. 

Should the committee, however, desire to give separate considera- 
tion to lands leased to the State of Michigan at Fort Custer Military 
Reservation, it is suggested that the authorit y to relinquish all or part 
of the legislative jurisdic tion now held by the United States be vested 
in the Secretary of the Army to exercise at such time as he may deem 
desirable after considering the actual needs of the installation. There 
is enclosed a draft of substitute bill that would accomplish this pur- 
pose. In this connection, the committee is advised that the Secretary 
of the Army is sympathetic to the desires of the State to operate and 
contro] its activities at Fort Custer in the same manner as similar 
activities in other parts of the State. However, to divest the Federal 
Government of concurrent jurisdiction in the area involved could 
create additional problems resulting from the diversity of legislative 
authority within the bounds of the reservation. Likewise, automatic 
cession of jurisdiction over future land areas to be leased to the State 
might present a bar to the leasing of property that might otherwise be 
available, if military necessity requires retention of jurisdiction by 
the Federal Government. 

The enactment of this measure will not involve the expenditure of 
any Department of Defense funds. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Witper M. Brucker, 
Secretary of the Army. 
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Mr. Case of South Dakota, from the Committee on Armed S@Pitgte wiga 
. . 4 ' 
submitted the following 


f* | ie > 
PV ~ / 
REPORT 
MAIN 
(To accompany H, R. 9932] READING ROOM 


The Committee on Armed Services, to whom*was referred the bill 
(H. R. 9932) to provide for the conveyance of certain land of the 
United States to the State Board of Education of the State of Florida, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill, as amended, do pass. 


AMENDMENT 


On page 3, after line 4, add the following sections: 


Sec. 3. The conveyance authorized by this Act, shall be 
conditional upon the State Board of Education of the State 
of Florida, paying to the Secretary of the Air Force, as 
consideration for the tract of land conveyed under the 
provisions of this Act, an amount equal to 50 per centum of 
its fair market value as determined by the Secretary of the 
Air Force after appraisal of such tract. 

Sec. 4. The cost of any surveys and appraisals necessary 
as an incident to the conveyance authorized herein shall be 
borne by the State Board of Education of the State of 
Florida. 

Sec. 5. All mineral rights, including gas and oil, in the 
lands authorized to be conveyed by this Act shall be reserved 
to the United States. 


EXPLANATION OF THE AMENDMENT 


The purpose of the amendment is to insert in the bill language 
protective of the interests of the United States. Insertion of protec- 
tive language is normal in land conveyances of this kind. 
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CONVEYANCE OF LANDS TO THE STATE OF FLORIDA 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Air Force 
to convey all right, title, and interest of the United States to certain 
described lands (approximately 11 acres within the boundaries of 
“glin Air Force Base, Fla.) to the State Board of Education of the 
State of Florida, subject to the condition that said land be used as a 
recreational camp or for other public purposes and if not so used to 
revert to the United States. 


NEW LEGISLATION 
This is new legislation and does not amend existing law. | 
BACKGROUND OF THE BILL 


The land described in H. R. 9932 was set apart from the public 
domain by proclamation of the President on November 27, 1908 | 
(35 Stat. 2208). It was originally a portion of the Choctawhatchee 
National Forest and was transferred with other land by the Forest | 
Service of the Department of Agriculture to the War Department 
under the act of June 27. 1940 (54 Stat. 628, 655). This latter act 
provides, among other things, that if the property described in H. R. 

9932 ceases to be needed for military purposes, it may, by proclama- 
tion or order of the President, be restored to a national forest status. 

The proclamation and act referenced above are deemed significant 
in determining the method of disposal of this particular property. 
It is also pointed out that if the land is not restored to national forest 
status and is not available for disposal in accordance with the general 


public land laws, it could also be considered for disposal under the 
provision of the Federal Property and Administrative Services Act of 

1949, asamended. However, in view of the above-cited proclamation | 
and acts, there is some doubt as to which act would apply in the 


transfer of this property, therefore, enactment of legislation similar 
to H. R. 9932 would correct the area of doubt. 


PRESENT USE OF PROPERTY i 


Subject land is being used by the United States Department of 
Agriculture Extension Service for a 4-H Club recreational camp. 


COMMITTEE POSITION 
The Committee on Armed Services recommends that this bill be 


enacted into law in view of the productive use to which the property 
would be put. The vote of the committee was unanimous. 





FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
DEPARTMENTAL DATA | 


The Department of the Air Force on behalf of the Department of | 
Defense interposes no objection to this bill, as amended. The letter 
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from Secretary of the Air Force James H. Douglas dated June 26, 
1958, is set out below and made a part of this report. 


DePARTMENT OF THE AIR ForCE, 
Orrice OF THE SECRETARY, 
Washington, June 26, 1958. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Drar Mr. CuHarrMan: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 9932, a 
bill to provide for the conveyance of certain land of the United States 
to the State Board of Education of the State of Florida. The Secretary 
of Defense has delegated to this Department the responsibility for 
expressing the views of the Department of Defense. 

H. R. 9932, if enacted, would authorize the Secretary of the Air 
Force to convey all right, title, and interest of the United States to 
certain described lands (approximately 11 acres within the boundaries 
of Eglin Air Force Base, Fla.) to the State Board of Education of 
the State of Florida, subject to the condition that said land be used as 
a recreationl camp or for other public purposes and if not so used 
to revert to the United States. 

The land described in H. R. 9932 was set apart from the public 
domain by proclamation of the President on November 27, 1908 
(35 Stat. 2208). It was originally a portion of the Choctawhatchee 
National Forest and was transferred with other land by the Forest 
Service of the Department of Agriculture to the War Department 
under the act of June 27, 1940 (54 Stat. 628, 655). This latter act 
provides, among other things, that if the property described in H. R. 
9932 ceases to be needed for ‘nilitary purposes, it may, by proclamation 
or order of the President, be restored to a national forest status. 

The proclamation and act referenced above are deemed significant 
in determining the method of disposal of this particular property. It 
is also pointed out that if the land is not restored to national forest 
status and is not available for disposal in accordance with the general 
public land laws, it could also be considered for disposal under the 
provision of the Federal Property and Administrative Services Act of 
1949, asamended. However, in view of the above-cited proclamation 
and acts, there is some doubt as to which act would apply in the trans- 
fer of this property, therefore, enactment of legislation similar to 
H. R. 9932 would correct the area of doubt. 

Subject land is being used by the United States Department of 
Agriculture Extension Service for a 4-H Club recreational camp. 

In the event H. R. 9932 should meet with favorable consideration, 
it is recommended that it be amended to provide for the return of said 
property to the United States if required in the event of a national 
emergency at no cost except for improvements constructed by the 
States; that no structure, the height of which is in excess of 75 feet 
above the low water level, shall be constructed upon the property; and 
that the State of Florida waive any and all claims for damages which 
may result to said property from Air Force operations. 

The Department of Defense has no objection to H. R. 9932 if the 
Congress deems it advisable to convey the property described therein 
to the State Board of Education, State of Florida, subject to the 
proposed amendments. 





CONVEYANCE OF LANDS TO THE STATE OF FLORIDA 


Enactment of H. R. 9932 would not involve the expenditure of any 
Department of Defense appropriations. 
This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 
The following advice has been received from the Bureau of the 
Budget: 
“The Bureau of the Budget advises that while there is no objection 
to the submission of this report, it believes that the committee should 
consider the comments which the Department of the Interior expects 
to submit directly on H. R. 9932." 
Sincerely yours, 
James H. Dovauas. 
SUMMARY 


This bill would authorize the conveyance of approximately 11 acres 
of land within the Eglin Air Force Base, Fla., to the State Board 
of Education of Florida. 

The bill was amended by the insertion of appropriate language 
protecting the interests of uhe United States. 

The Department of Defense interposes no objection to the bill, 
as amended. , 

The bill does not involve the expenditure of any Federal funds. 


E> 
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\Ir. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 
(To accompany H. R. 10173 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 10173) to provide for the transfer of title to certain land at 
Sand Island, T. H., to the Territory of Hawaii, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the President, by Executive 
order, to transfer to the Territory of Hawaii, without monetary 
reimbursement, not to exceed 202 acres of the Sand Island Military 
Reservation, including submerged lands adjacent thereto. 


NEW LEGISLATION 
This is new legislation and does not amend existing law. 
BACKGROUND OF THE BILL 


H. RK. 10173 relates to the Sand Island Military Reservation and 
the Navy Harbor entrance een post, which are within the admuin- 
istrative responsibility of the Department of Defense and which are 
made up of lands taken for cc military purposes of the U nited States 
bv the President in 1920. 

( eded lands in Hawair 
Generally, lands held in Haw al by the United States, if they were 


ands ceded by the Republic of Hawaii to the United States upon 
annexation, may he restored to the posst SsIOn. use, and control of the 
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Territory by Executive order under section 91 of the Hawaiian 
Organic Act (48 U.S. C. 511). 


Existing law 
Title 48, United States Code, section 661, reads as follows: 
§ 661. Public lands; management and disposition. 

The laws of the United States existing July 7, 1898, relative 
to public lands shall not apply to such lands in the Hawaiian 
Islands; but the Congress of the United States shall enact 
special laws for their management and disposition: Provided, 
That all revenue from or proceeds of the same, except as 
regards such part thereof as may be used or occupied for the 
civil, military, or naval purposes of the United States, or 
may be assigned for the use of the local government, shall 
be used solely for the benefit of the inhabitants of the 
Hawaiian Islands for educational and other public purposes. 


Title 48, United States Code, section 511, reads as follows: 


511. Possession and control of public property ceded t 
United States; Territory and subdivisions. 


Except as otherwise provided, the public property ceded 
and transferred to the United States by the Republic of 
Hawaii, under the joint resolution of annexation, approved 
July 7, 1898, numbered 55 (30 Stat. 750), shall remain in 
the possession, use, and control of the government of the 
Territory of Hawaii, and shall be maintained, managed, and 
cared for by it, at its own expense, until otherwise provided 
for by Congress, or taken for the uses and purposes of the 
United States by direction of the President or of the Governor 
of Hawaii. And any such public property so taken for the 
uses and purposes of the United States may be restored 
its previous status by direction of the President; and the 
title to any such public property in the possession and use 
of the Territory for the purposes of water, sewer, electric, 
and other public works, penal, charitable, scientific, and 
educational institutions, cemeteries, hospitals, parks, high- 
ways, wharves, landings, harbor improvements, public build- 
ings, or other public purposes, or required for any such 
purposes, may be transferred to the Territory by direction 
of the President, and the title to any property so transferred 
to the Territory may thereafter be transferred to any city, 
county, or other political subdivision thereof by direction of 
the Governor when thereunto authorized by the legislature: 
Provided, That when any such public property so taken for the 
uses and purposes of the United States, if, instead of being 
used for public purpose, is thereafter by the United States 
leased, rented, or granted upon revocable permits to private 
parties, the rentals or consideration shall be covered into 
the treasury of the Territory of Hawai for the use and 
benefit of the purposes named in this section. 


Title 48, United States Code, section 663, reads in part as follows: 
§ 663. Public lands; definitions. 


(3) The term ‘public lands” includes all lands in the 
Territory of Hawai classed as Government or Crown lands 
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previous to August 15, 1895, or acquired by the Government 
upon or subsequent to such date by purchase, exchange, 
escheat, or the exercise of the right of eminent domain, or in 
any other manner; except etc. etc. 

Need for legislation 

Krom the foregoing provisions of the United States Code, the Federal 
Government has only three alternatives in connection with Sand 
Island. The first is that it can keep Sand Island in the possession of 
the Department of Defense lying practically idle. Second, it can lease 
or rent the property for use by private individuals _ the revenue 
being covered into the treasury of the Territory of Hawaii, or, the 
property can be restored to the care and custody ot the Territory of 
Hawaii for management in accordance with the provisions of title 48, 
United States Code. 

[t appears that an Executive order may not be sufficient in this 
instance, however, for although the lands in question appear to be 
public lands ceded within the meaning of the Hawaiian Organic Act, 
there is some question whether they may be sold or otherwise disposed 
of by the Territory. This question arises because portions of Sand 
[sland are made up of land filled in subsequent to annexation. Inas- 
much as the Sand Island property is likely to be a useful site for com- 
merical development, it is desirable that the Territory have full 
authority to dispose of such portions of the land as are not required 
for military purposes. 


EXPLANATION OF THE BILL 


Section 1 of the proposed bill would authorize the President, by 
Executive order, to transfer to the Territory of Hawaii, without 
monetary reimbursement, not to exceed 202 acres of the Sand Island 
Military Reservation, including submerged lands adjacent thereto, 
that are no longer required or are not required for military purposes, 
and to grant nonexclusive easements over other lands within the 
reservation meio h he deems necessary for the proper enjoyment of the 
premises isferred to the Territory. 


Section 2 

Section 2 would provide that the transfer be subject to such terms 
and conditions as may be in the interest of national defense and neces- 
sary avigation or restrictive easements. 
Section a 


Section 3 wouk | require the Territory to relocate any Navy facilities 
which may be placed on any transferred lands, and until such reloca- 
tion would be effected, the United States would retain such portions 
of the transferred lands as may be necessary for the full enjovment of 
the facilities. 


Section 


Dispositions would be required by section 4 to be conducted gen- 
erally in accordance with the provisions of the Hawaiian Organic Act 
and the public-land laws of Hawaii, provided that such disposals must 
be consistent with the provisions of the bill and terms and conditions 
set forth in anv Executive order issued pursuant thereto. All revenue 
and proceeds from the sale, lease, or other disposition of the trans- 
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ferred lands would be required to be used solely for the support of the 
University of Hawaii. 

In addition, section 4 provides that any sale or lease of the property 
shall be by public auction to the highest responsible bidder, but at 
not less than the appraised value; i. e., fair market value. 


FISCAL DATA 

Special considerations 

On the surface it might appear that the transfer of this property 
without monetary consideration would be an exception to the pro- 
visions normally contained in land-conveyance legislation requiring 
the payment at fair market value. In this particular instance, how- 
ever, the Territory wants the land so that it may be in a position to 
sell it and thereby encourage development of commercial facilities. 
Should the Federal Government hold the land and undertake to sell 
it, the proceeds of any such sale would, under the provisions of the 
Hawaiian Organic Act, revert to the treasury of the Territory of 
Hawaii and could be used only by the Territory for public purposes. 

In the event the President should, by Executive order, return the 
property to the Territory, the bill provides that any sale by the 
Territory shall be at public auction to the highest responsible bidder 
and at not less than the appraised or fair market value, and that, 
following such sale, the revenue or procecda shall be used solely for the 
support of the University of Hawaii. 

Enactment into law of this measure will not involve the expendi- 
ture of any Federal funds. 


COMMITTEE POSITION 


In view of the foregoing, the committee recommends that this bill 
be enacted into law in order to obviate the need for determining the 
difficult question as to whether an Executive order, without legisla- 
tion, would be sufficient to transfer clear title to this property. The 
vote of the committee was unanimous. 


DEPARTMENTAL DATA 


This bill is sponsored by the Department of the Interior as is 
evidenced by letter dated January 8, 1958, from Secretary of the 
Interior Fred A. Seaton, which letter is set out below and made a part 
of this report. 

DEPART MENT OF THI INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C ; 


Dear Mr. Spe —_ r: Enclosed herewith is a draft of a proposed 
bill to — for the transfer of title to certain land at Sand Island, 
T. H., to the Territory of Hawaii, and for other purposes. I request 
that the proposed bill be referred to the appropriate committee for 
consideration and I recommend that it be enacted. 

The proposed bill relates to the Sand Island Military Reservation 
and the Navy Harbor entrance control post, which are within the 
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administrative responsibility of the Department of Defense and which 
are made up of lands taken for the military purposes of the United 
States by the President in 1920. Generally, lands held in Hawaii by 
the United States, if they were lands ceded by the Republic of Hawai 
to the United States upon annexation, may be restored to the posses- 
sion, use, and control of the Territory by ‘Executive order under sec- 
tion 91 of the Hawaiian Organic Act (48 U.S. C., sec. 511). It appears 
that an Executive order may not be sufficient in this instane e, however, 
for although the lands in question appear to be public lands ceded 
within the meaning of the Hawalian Organic Act, there is some ques- 
tion whether they may be sold or otherwise disposed of by the Terri- 
tory. This question arises because portions of Sand Island are made 
up of land filled in subsequent to annexation. Inasmuch as the Sand 
[sland property is likely to be a useful site for commercial development, 
it is desirable that the Territory have full authority to dispose of such 
portions of the land as are not required for military purposes. 

Section 1 of the proposed bill would authorize the President, by 
Executive order, to transfer to the Territory of Hawaii, without 
monetary reimbursement, not to exceed 202 acres of the Sand Island 
Military Reservation, including submerged lands adjacent thereto, 
that are no longer required or are not required for military purposes, 
and to grant nonexclusive easements over other lands within the reser- 

vation which he deems necessary for the proper enjoyment of the 
premises transferred to the Territory. Section 2 would provide that 
the transfer be subject to such terms and conditions as may be in the 
interest of national defense and necessary avigation or restrictive 
easements. Section 3 would require the Territory to relocate any 
Navy facilities which may be placed on any transferred lands, and 
until such relocation would be effected, the United States would 
retain such portions of the transferred lands as may be necessary for 
the full enjoyment of the facilities. Dispositions would be required 
by section 4 to be conducted generally in accordance with the pro- 
visions of the Hawaiian Organic Act and the public lands laws of 
Hawaii, provided that such disposals must be consistent with the 
provisions of the bill and terms and conditions set forth in any Execu- 
tive order mone pursuant thereto. All revenue and proceeds from 
the sale, lease, or other disposition of the transferred lands would be 
required to is. used solely for the support of the University of Hawaii. 

The Bureau of the Budget has advised that there is no objection 

to the submission of this proposed bill to Congress. 
Sincerely vours, 
Frep A. SEATON, 
Secretary of the Interior. 
SUMMARY 


This bill would authorize the President by Executive order to trans- 
fer to the Territory of Hawaii, without rermbursement, 202 acres of 
land now comprising a portion of the Sand Island Military Reserva- 
tion. 

The bill is sponsored by the Department of the Interior and has the 
approval of the Bureau of the Budget. 

The bill would not involve the expe nditure of any Federal funds. 


O 








Calendar No. 2310 


851H CONGRESS SENATE REPORT 
Id Session | No. 2258 





AUTHORIZING CONVEYANCE OF CERTAIN PROPER’ ‘Ny TO 
CITY OF VALPARAISO, FLA. 


Aveust 8, 1958.—Ordered to be printed 
READING ROOM 


Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 11125] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11125) to provide for the conveyance of certain real property 
to the United States to the city of Valparaiso, Fla., having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, line 3, following the words ‘‘Src. 3” insert the following: 

and Src. 4.” 

And on page 2, following line 11, add a new section 4 to read as 
follows: 


Sec. 4. Conveyance authorized by this Act shall be condi- 
tional upon the City of Valparaiso, Florida, paying to the 
Secretary of the Air Force as consideration for the tract of 
land conveyed under the provisions of this Act, an amount 
equal to the fair market value as determined by the Secre- 
tary of the Air Force after appraisal of such tract. The cost 
of any surveys and appraisals necessary as an incident to the 
gh vance authorized herein shall be borne by the City of 

Valparaiso, Florida. 


EXPLANATION OF THE AMENDMENTS 
The purpose of the amendments is to insert in the bill language 


protective of the interests of the United States. Insertion of protective 
language is normal in land conveyances of this kind. 
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PURPOSE OF THE BILL 


The purpose of H. R. 11125 is to direct the Secretary of the Air 
Force to convey to the city of Valparaiso, Fla., approximately 3.67 
acres of land for use as a public cemetery. Title to the property would 
revert to the United States if the city should not use it for public 
cemetery purposes. 

NEW LEGISLATION 


This bill is new legislation and does not amend existing law. 
BACKGROUND OF THE BILL 


The land in question is Government-owned and it is a portion of 
Eglin Air Force Base, Fla. The property, which is wooded and un- 
developed, is located on Tom’s Bayou and surrounds existing city- 
owned land, known as Sunset Cemetery. The cemetery is used for 
interment of deceased members of the community of Valparaiso 
including members of the United States Air Force. The city plans 
to expand the present cemetery and would like to acquire this land 
for that purpose. In this connection, it is understood that no charge 
will be made for burial plots. Some of the property which H. R. 
11125, would convey is on the waterfront and its current estimated 

value is $8,700. 

FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
COMMITTEE POSITION 


In view of the use to which this property will be put, the Committee 
on Armed Services recommends that this bill be enacted into law. 
The vote of the committee was unanimous. 


DEPARTMENTAL DATA 


The Department of the Air Force has no objection to this bill, as 
amended, as is evidenced by letter dated May 8, 1958, from Under 
Secretary of the Air Force Malcolm A. MacIntyre which is set out 
below and made a part of this report. ‘The position of the Bureau 
of the Budget, as is indicated in the last paragraph of the letter, is that 
this transfer could be accomplished administratively under the Federal 
Property Act. 

DerPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, May 8, 1938. 
Hon. Cart Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of Defense on H. R. 11125. 85th C ongress, 
a bill to provide for the conveyance of certain real property of the 
United States to the city of Valparaiso, Fla. The Secretary of 
Defense has assigned to this Department the responsibility for pre- 
senting the position of the Department of Defense on this legislation. 
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The purpose of H. R. 11125 is to direct the Secretary of the Air 
Force to convey to the city of Valparaiso, Fla., approximately 3.67 
acres of land for use as a public cemetery. ‘Title to the property 
would revert to the United States if the city should ever cease to use 

. it for public cemetery purposes. 
The land in question is Government owned and it is a portion of 
Eglin Air Force Base, Fla. The property, which is wooded and 
undeveloped, is located on Tom’s Bayou and surrounds existing city- 
| owned land, known as Sunset Cemetery. The cemetery is used for 
interment of deceased members of the community of Valparaiso 
| including members of the United States Air Force. The city plans 
| to expand the present cemetery and would like to acquire this land 
| for that purpose. In this connection, it is understood that no charge 
! will be made for burial plots. Some of the property which H. R. 
11125 would convey is on the waterfront and its current estimated 
value is $8,700. 

If the city of Valparaiso should initially use this property as a 
cemetery but subsequently cease to use it for this purpose’ the De- 
partment of Defense would not wish to reacquire the erepeny: 
However, if the city of Valparaiso should fail to use the property o 
use the property for other than cemetery purposes, the title shenete 
should revert to the Department of Defense. In view of the foregoing 

the following amendment is recommended. 

Amend section 3 by deleting the words “ever cease to use such real 
property for’, which appear in lines 6 and 7 of page 2, and substitute 
in lieu thereof “not use such real property, or shall use it for other 


than”’ 
| Subject to this recommendation, the Department of Defense has no 
| obje ction to the enactment of H. R. 11125. 
| The enactment of H. R. 11125 would not involve the expenditure 
t of any Department of Defense funds. 
This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 


The Bureau of the Budget has advised as follows: 

“You are advised that while there is no objection to the submission 
of this report, the Bureau of the Budget believes that the property in 
question should be transferred for the specified purpose of the pay- 
ment of fair market value therefor and that such a transfer could be 
accomplished administratively under the Federal Property Act if the 
property is surplus to the needs of the Government.’ 
| Sincerely yours, 





Maucotm A. Macintyre, Under Secretary. 
| SUMMARY OF LEGISLATION 


This bill authorizes the conveyance of 3.67 acres of Government- 
owned land to the city of Valparaiso, Fla. 

The property will be used for a public cemetery. 

The conveyance will be made without charge. 

The Department of the Air Force has no objection. 

The Bureau of the Budget states that this conveyance could be 
made administratively under the Federal Property Act. 

The bill will not involve any expenditure of Federal funds. 


O 
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\ir. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 9700] 


The Committee on Finance, to whom was referred the bill (H. R. 
9700) to consolidate into one act all of the laws administered by the 
Veterans’ Administration, and for other purposes, having considered 
the same, report favorably thereon with an amendment in the nature 
of a substitute, and recommend that the bill, as amended, do pass. 


PURPOSE 


The bill is essentially a consolidation of all of the existing laws ad- 
ministered by the Veterans’ Administration. It will integrate these 
laws in one comprehensive enactment, achieve simplification of lan- 
guage in many areas, and enable all persons concerned to use it with 
the confident understanding that it has brought together in one stat- 
utory package the many and diverse laws now administered by the 
Veterans’ Administration. 

Considered as a whole, the bill is presently an accurate restate- 
ment of the law, subject to a few relatively minor changes waich, 
generally, are of a perfecting nature and do not have a major impact. 


AMENDMENTS 


In addition to amending the language to codify existing veterans 
laws, the Committee on Finance made the following changes in the 
ery B67" bill: 

(1) It deleted from the House-passed bill a major substantive 
change in existing law, a provision that would have given eligibility 
to a new group for readjustment benefits. They are certain former 
members of the Air Foree ROTC who were called to active duty for 
training with the Air National Guard during 1954. Inclusion of this 
item was opposed by the Bureau of the Budget, and involved the only 
major item of cost in the House-passed bill. 
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(2) A minor liberalization in a provision of the House-passed 
bill, providing insurance benefits for the survivors of certain veterans 
dying without having been able to apply for such insurance while 
suffering frm a service-connected mental disability. The House- 
passed bill would have liberalized existing law to authorize the granting 
of insurance to veterans having such disabilities where they were 
unable to apply therefor within the statutory time limitations. The 
amendment adopted by the committee extends this principle to cover 
the few cases (estimated to be not more than 20 since 1951) where 
death has occurred. 

EXPLANATION OF BILL 


As reported by the committee, the bill contains minor changes in 
existing law, all designed to achieve uniformity and simplification in 
administration. Except for the two amendments explained above, 
all of these substantive changes were contained in the House-passed 
bill. These changes are as follows: 

Service as a cadet or midshipman at a service academy covered for 
VA benefits (education and training excepted). The Survivor Benefits 
Act covers their dependents. This covers the man. VA recommends. 

National Guard will be entitled to VA benefits on same basis as 
Reserves. Removes the 30-day requirement for National Guard. 
Provides uniform treatment and is consistent with the Servicemen’s 
and Veterans’ Survivor Benefits Act. VA recommends. 

The definition ‘inactive duty training” includes “special additional 
duties authorized for Reserves * * *.”’ Title 10, United States Code, 
Armed Forces, includes this provision—it will be uniform. VA has no 
objection. 

Preenlistees, draftees, and National Guard men called to Federal 
service, if disabled en route to or from, or at, a place for final accept- 
ance, or entry upon active duty, will be entitled to VA benefits (was 
limited to World War I, World War II, and Korean). Their depend- 
ents are covered by the Servicemen’s and Veterans’ Survivor Benefits 
Act. This covers the man himself. VA recommends. 

VA benefits to man disabled during time required for travel to 
home upon discharge from service. Dependent covered by Survivor 
Benefits Act. VA recommends. 

The Servicemen’s and Veterans’ Survivor Benefits Act made the 
portal-to-portal coverage applicable to the dependents. This gives 
the man, himself, coverage for VA benefits. VA recommends. 

Incompetent veterans given 1 vear from date guardian is appointed 
to file application for imsurance. VA recommends. Previous law 
gives | year from date service connection is determined by VA. 

The Survivor Benefits Act permitted holders of NSLI term policies 
to reinstate the term policies if they lapsed in the 59th or 60th month. 
This permits the holders of United States Government life insurance 
(World War I) to renew the term insurance on the same basis. VA 
recommends. 

Makes applicable to United States Government life insurance a 
provision similar to national service life insurance whereby dividends 
shall, as necessary, be applied to payment of premiums in absence of 
request for payment in cash. This will avoid inadvertent lapses 
VA recommends. 
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The 1930 act authorized a fee of $20 per day for part-time and fee- 
basis employees of VA when ordered to appear as a witness in insur- 
ance cases. This increases the fee to $50. VA recommends. 

Certification concerning the attendance status of accredited institu- 
tions of veterans under the Korean education and training program 
would be placed on parity with the War Orphans’ Educational Assist- 
ance Act, which permits certification that the veteran was actually 
enrolled and pursuing a course leading to a college degree, without a 


showing concerning actual attendance. VA recommends. 
Adds to the list of courses to which the general requirement for at 


least 2 years’ operation is inapplicable “any course which is offered 


by a nonprofit educational institution of college level and which is 
recognized for credit toward a standard college degree.’”” This makes 
this provision in the War Orphans’ Educational Assistance Act uni- 
form with the Korean GI bill. VA recommends. 

Will make uniform the right to pay reopened claims on correction 
of military record under section 301 (type or nature of discharge). 
The same right exists today under section 207 (review military record 
and corrections). VA recommends. 


SUMMARY 


Except as detailed above, the bill, as reported by the committee, 
is considered an accurate restatement of existing law. There are 
included in this report, as appendix B, tables showing the derivation 
of each section of the bill. 

Appendix A of this report shows all of the changes made in the 
House-passed bill by the amendment reported by the committee. 


COSTS 


The costs involved in the substantive changes are negligible. As 
a restatement of existing law, the bill will involve no additional cost. 


ENDORSEMENT 


This bill has the support of the major veterans organizations, as 
indicated in the following letters received by the chairman: 


Tut AMERICAN LEGION, 
[LEGISLATIVE COMMISSION, 
Wash ington, ae er. July SU: 1958. 
Hon. Harry F. Byrop, 
Chairman, Senate Finance Committee, 
Senate Office Building, VW ashington, D.C. 

Dear Spenaror Byrp: We are informed that your committee will 
today consider H. R. 9700, along with other legislation affecting the 
veterans’ program. The American Legion is very much interested 
in this bill, and encourages favorable committee action thereon. 

The proposal under consideration would complete the consolidation, 
effective January 1, 1959, of the many laws administered by the 
Veterans’ Administration—a tremendous task that was partially 
effected by the Veterans’ Benefits Act of 1957 (Public Law 85-56, 
approved June 17, 1957 

A package law will simplify administration of veterans’ affairs and 
certatnly will aid the thousands of American Legion service officers 
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in evaluating claims of veterans. In addition, such consolidation 
will be of extreme value to Members of Congress when considering 
future veterans’ legislation. It is our sincere request that H. R. 9700 
be reported and that it be approved by the Senate. 

Thanking you and the members of your committee for considera- 
tion of the above request, I am, 

Sincerely yours, 
Mites D. Kennepy, Director. 


VETERANS OF ForEIGN WARS OF THE UNITED STATES, 
Wash ington, 0.45. July 30, 1958. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Wash ington, DD MS. 

Dear Senator Byrp: This is in response to a request from a 
member of vour staff inviting the views of the Veterans of Foreign 
Wars with respect to a bill pending i in your committee, H. R. 9700, 
whic h proposes to consc lids ate into one act all the laws administered 
by the Veterans’ Administration. 

This bill has a most desirable objective, and, lacking a specific 
mandate, we gave our tacit approval when the bill was considered by 
a subcommittee of the House Veterans’ Affairs Committee. Our 
position has not changed. 

Under these circumstances, the Veterans of Foreign Wars reeom- 
mends the reporting and enactment of this bill before the 85th Congress 
adjourns. 

Sincerely yours, 
Omar B. Ketrcuum.,. Direetor. 


AMVETS, Nationa, HeADQUARTERS, 
Washington, D. C., July 30, 1958. 
Hon. Harry F. Byrop, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear SENATOR Byrp: We of AMVETS understand that your com- 
mittee is considering H. R. 9700, a bill passed by the House of Repre- 
sentatives. AMVETS heartily endorse this measure as passed by 
the House, believing that it represents a long-needed consolidation 
of the laws administered by the Veterans’ Administration. 

Public Law 85-56 represents the initial attempt to consolidate laws 
of the Veterans’ Administration, and our experience with administra- 
tion of this law leads us to the conclusion that the further consolidation 
of Veterans’ Administration laws is not only desirable, but essential. 

We respectfully urge your committee to favorably report H. R. 
9700 at the earliest possible date. 

Sincere ly yours, 


Joun R. Howpen, 
National Legislative Director. 
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DisaBLeD AMERICAN VETERANS, 
NATIONAL SERVICE HEADQUARTERS, 
Washington, D. C., August 1, 1958. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 


Dear SENATOR Byrp: In your consideration of H. R. 9700, please 
be assured that the bill has the unqualified endorsement of the Dis- 
abled American Veterans. It is understood that the changes made 
through the proposed legislation are in the interest of consolidation of 
many laws without any intent to downgrade, reduce, or eliminate 
existing veterans benefits or advantages now accruing to veterans 
and their dependents. 

Sincerely, 
O. W. Crark, 
Director of Legislation. 


Unitep Spanish War VETERANS, 
Washington, D. C., July 30, 1958. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 
Dear Senator Byrv: Kindly put our organization on record as 
approving and supporting H. R. 9700, known as the codification bill. 
We thank you for your endeavors on behalf of our veterans. 
With our kindest regards and esteem, 
Sincerely yours, 
James H. McE roy, 
Adjutant General. 
DEPARTMENTAL REPORTS 


The favorable reports from the Veterans’ Administration, United 
States Department of Labor, and the Comptroller General of the 
United States follow: 

VETERANS’ ADMINISTRATION, 
April 17, 1988. 
Hon. Harry F. Byrop, 
Chairman, Committee on Finance, 
United States Senate, Wash ington, em Cc 

Dear Senator Byrp: The Veterans’ Administration submits the 
following comments in response to your request for a report on 
H. R. 9700, 85th Congress. 

The bill is essentially a consolidation of all of the existing laws 
administered by the Veterans’ Administration. It will integrate 
these laws in one comprehensive enactment, achieve simplification 
of language in many areas, and enable all persons concerned to use 
it with the confident understanding that it has brought together in 
one statutory package the many and diverse laws now administered 
by the Veterans’ Administration. 

Considered as a whole, the bill is presently an accurate restatement 
of the law, subject to a few relatively minor changes which, generally, 
are of a perfecting nature and do not have a major impact. For the 
convenience of the committee, there is enclosed a statement of com- 
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ments by the Veterans’ Administration on specific aspects of H. R. 
9700 which explains the relatively few changes of significance in the 
present law, as well as other detailed provisions which are deemed to 
be of special importance. 

There are also enclosed listings of specific amendments to the bill. 
Aside from a few of a technical or formal nature, these amendments 
reflect changes jn the law made by recently enacted legislation. In 
our letter of March 31, 1958, commenting upon a letter to you from 
the Washington counsel, United States Savings and Loan League, we 
suggested for consideration additional amendments to the “bill. to 
avoid certain potential problems in the loan-guaranty program. 
While we shall not repeat in this report the text of these suggestions, 
we would favor their inclusion in the billl. 

One other matter should be recorded at this stage. It is understood 
that certain provisions of the bill are included upon the assumption 
that H. R. 8943, 85th Congress, which is a bill to amend titles 10 and 32 
of the United States Code, relating to the Armed Forces, will be 
enacted. That bill passed the House of Representatives last year, and 
is now pending before the Senate Committee on the Judiciary. This 
is of particular importance in connection with section 423 of H. R. 
9700, which refers to certain new sections of titles 10 and 32, respect- 
ing death gratuity, which are not now in those titles but would 
placed therein if H. R. 8943 is enacted in its present form. Should i 
not be enacted, it will be necessary to make appropriate revisions in 
the pertinent provisions of the subject bill. 

Any additional discrepancies or errors of detail which may be 
disclosed as a result of our continuing Kills will be brought to the 
attention of the committee staff. 

The enactment of this bill will not, as a restatement, involve addi- 
tional cost to the Government. The few changes in existing law 
which are included will entail a relatively small increase in cost 
Probably the chief single item of increased cost will be that resulting 
from the inclusion of the 1954 Air Force ROTC graduates who served 
in the National Guard on training duty for a pe ‘riod prior to February 
1, 1955, within the coverage of the educ ational and loan prov isions of 
the bill. It is estimated that the total increased cost of this feature 
will approximate $1,200,000 (and not more than $480,000 in a single 
vear) for benefits, and 4 or 5 percent of that amount for administration. 

In addition, the bill will liberalize, to a limited extent, the coverage 
of National Guard men, cadets, and midshipmen, selectees, and reserv- 
ists for purposes of most of the benefits administered by the Veterans’ 
Administration, and will, except as otherwise specified, cover prior 
service of the new groups for purposes of future benefits. It will also 
result in some add r cost for monetary benefits in a few cases affected 
by the amendment to permit payments from date of application for 
correction of cattbars records in certain cases not covered by the 
existing law, which limits this procedure to corrective actions under 
section 1552 of title 10, United States Code (formerly sec. 207 of the 
Legislative Reorganization Act of 1946). It is impossible to estimate 
the dollar amount of the increased costs resulting from these aspects, 
but the cost can be assumed to be relatively small, 

This report does not deal with title XX (unemployment compen- 
sation and employment service) and title XAT (mustering-out pay 
ments which restate laws administered by the Department of Labor 
and the military departments, respectively. 
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The Veterans’ Administration is pleased to recommend favorable 
action on this constructive measure, subject to consideration of the 
technical and formal amendments indicated on the enclosed lists. 

Advice was received from the Bureau of the Budget in connection 
with a similar report to the House Committee on Veterans’ Affairs 
on the bill that, while there would be no objection to the submission 
of that report, the Bureau does not believe that a consolidation bill 
is an appropriate vehicle for substantive changes in existing law. 
The Bureau does, however, favor the basic consolidation purpose of 
H. R. 9700. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


COMMENTS OF VETERANS’ ADMINISTRATION ON SPECIFIC ASPECTS 
or H. R. 9700 


GENERAL 


The bill is a comprehensive restatement of all existing laws admin- 
istered by the Veterans’ Administration. It sets forth the benefit 
programs in separate titles, a set of definitions generally applicable 
to all programs, and miscellaneous provisions governing matters of 
administration and procedure. A minimal number of changes would 
be made in existing laws, the purpose, apparently, having been to 
include only those considered to be obviously desirable and noncon- 
troversial. Practically all of them lead to a greater uniformity in 
the treatment of the various classes of veterans. 

The more significant of the proposed changes in existing law are: 

(1) Existing @#overage of certain service groups is somewhat 
broadened, as follows: 

a) Training duty by National Guard members under specified 
provisions of title 42, United States Code, would qualify as active 
service for purposes of all Veterans’ Administration benefits, except 
education under title XVI and loan guaranty under title XVIII, if 
disability was sustained from any cause during active duty for train- 
ing or from injury during inactive-duty training. In addition to the 
types of training duty which now qualify National Guard men for 
specific benefits (for example, compensation), the bill would add 
training under section 316 of title 32, which deals with duty as 
instructors at rifle ranges for the training of civilians in the use of 
military arms. It would also remove the existing limitation that no 


benefits may be afforded for a disability from a disease attributable 


to active duty for training if such duty is for less than 30 days. 


This provision will equalize the status of these National Guard 
men with that of reservists. It is, therefore, desirable in the interests 
of uniform treatment, and is consistent with what was done for 
purposes of dependency and indemnity compensation in Public Law 
S81, 84th Congress. 

b) Preenlistees, draftees, and National Guard men called to Federal 
service, disabled while en route to or from, or at, a place for final 
acceptance or entry upon active duty, will be considered to have been 
in the active service for the purposes of enumerated benefits. These 
are compensation, dependency and indemnity compensation, msur- 
ance, special housing assistance, vocational rehabilitation, payment 
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on an automobile, and determination of service connection for medical 
and hospitalization purposes. Existing laws provide a more limited 
range of benefits in these cases, and then only where the incident 
occurred during the World War I, World War II, or Korean-conflict 
periods. 

This liberalization is desirable, and follows the precedent established 
by Public Law 881, 84th Congress, for purposes of dependency and 
indemnity compensation. 

(c) Service as a cadet or midshipman at one of the service academies 
would constitute active service for the purposes of veterans’ benefits. 
However, the educational provisions in title XVI would continue the 
existing exclusion of time spent at one of the academies in measuring 
the duration of the veterans’ entitlement to this benefit. At present, 
cadets and midshipmen are not, generally, eligible for wartime benefits, 
except those provided for World War II service. Here again, the bill 
extends the pattern cut by Public Law 881 to various benefits addi- 
tional to dependency and indemnity compensation. 

(d) Subsection 106 (c) extends the provision contained in Public 
Law 881 relative to a continuing active-duty status after release or 
discharge subsequent to December 31, 1956, during the period 
quired for travel to home, to apply to all benefits administered by the 
Veterans’ Administration. 

(e) Subsection 106 (d) makes the so-called portal-to-portal principle 
of Public Law 881 applicable for purposes of the various benefits 
administered by this agency. This is the provision that, if a properly 
authorized individual assumes an obligation to perform active duty 
for training or inactive-duty training and is disabled or dies from an 
injury incurred after December 31, 1956, while proceeding directly to, 

‘returning directly from, such training, he shall be deemed to be on 
active duty for training or inactive-duty training, as the case may be, 
at the time the injury was incurred. The present bill merely repre- 
sents a logical extension of the principle to other benefits. 

(f) Subsection 101 (23) (B) specifically includes in the definition of 
“inactive-duty training” “special additional duties authorized for 
Reserves * * * by an authority designated by the Secretary con- 
cerned and performed by them on a voluntary basis in connection 
with the prescribed training or maintenance activities of the units to 
which they are assigned.”” This would not appear to require a specific 
order for the particular voluntary-duty situation, and may be a 
liberalization of existing laws. However, subsection 101 (31) of title 
10, United States Code, dealing generally with the Armed Forces, 
defines inactive-duty training to include this type of duty. No obj Jec- 
tion is made, but some difficulties will be encountered in determining 
whether the duty claimed to have been performed under these rather 
indefinite criteria meets the requirements specified. 

(g) As stated in item (a) above, the general expansions of coverage 
for various types of training duty would not apply to educational and 
loan benefits. A significant exception exists. Titles XVI and 
XVIII (which cover such benefits) would each specificially include 
active duty for training under section 99 of the National Defense Act 
between June 30, 1954, and February 1, 1955, by persons commissioned 
in the District of Pegeromgee Air National Guard who completed the 
course of training in the Air Force Reserve Officers’ Training Corps 
during 1954. The any consists of approximately 1,500 ROTC 
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graduates from the 1954 classes for whom the Air Force was unable to 
provide commissions in the Air Force Reserve, and who, instead, 
were given the option, as against being drafted, of accepting a com- 
mission in the Air National Guard of the District of Columbia and 
entering upon active duty for training in a National Guard capacity 
for an extended period of some 3 years. These persons are already 
covered, generally, for purposes of basic benefits, such as compensa- 
tion, but they are not eligible for so-called readjustment benefits. 
It is, apparently, the theory of these provisions that the duty per- 
formed is essentially similar to the duty which would be performed 
had the persons concerned been commissioned in the Air Force 
Reserve and called to extended active duty as had theretofore been 
the practice with respect to ROTC graduates. 

(2) The bill also proposes the following changes in existing law with 
respect to the Government Insurance programs: 

(a) Section 722 restates the existing section 620 of the National 
Service Life Insurance Act to authorize the granting of insurance to 
persons with a service-connected disability after their separation from 
service. Present law require 3 that application for such insurance must 
be made within 1 year from the date service connection of the dis- 
ability is determined by the Veterans’ Administration. The bill would 
extend the time for application with respect to persons shown to have 
been mentally incompetent during any part of the 1-year period by 
authorizing an application in such cases within 1 vear after a guardian 
is appointed or within 1 year after the removal of the mental disability, 
whichever is the earlier date. Where the guardian was appointed or 
the removal of the disability occurred prior to January 1, 1959, appli- 
cation may be made within 1 year of that date. Experience under the 
existing law has disclosed certain hardship cases in which an incompe- 
tent veteran, in the absence of a guardian to act for him, has been un- 
able to secure insurance to which he would otherwise be entitled. The 
Veterans’ Administration believes this proposed change in the law is 
meritorious, and recommends its adoption. 

(6) Prior to the enactment of Public Law 881, 84th Congress, if the 
5-year term period of any level-premium term policy expired when the 
policy was lapsed, such policy could not be reinstated and there was 
no authority to grant new insurance. Public Law 881 amended the 
National Service Life Insurance Act to provide certain relief in such 
cases to authorize reinstatement, notwithstanding the expiration of 
the term period, if the lapse occurred not earlier than 2 months before 
such expiration. ‘This provision is restated in section 705 with respect 
to national service life insurance. Section 745 of the bill extends a 
similar authority to renew with respect to United States Government 
life insurance level-premium term policies retroactive to the same 
date such benefit was afforded on national service life insurance 
policies. ‘Thus, insureds similarly situated would be treated uniformly. 
The Veterans’ Administration favors this extension of the law. 

(c) Section 746 proposes to make applicable to United States Gov- 
ernment life insurance a provision similar to one contained in the Na- 
tional Service Life Insurance Act (restated in see. 707 of the bill) 
whereby regular annual dividends shall, as necessary, be applied in 
payment of premiums, in the absence of a request that they be paid 
in cash. The basic purpose is to avoid inadvertent lapses, and the 
Veterans’ Administration favors extending the principle of such 


S. Rept. 2259, 85-2——: 


» 
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legislation to United States Government life insurance. Dividends 
that accumulate for this purpose will be held in a credit account and 
will draw interest. 

(d) Existing law, enacted in 1930, authorizes a fee of not to exceed 
$20 per day for part-time and fee-basis employees of the Veterans’ 
Administration when ordered to appear as witnesses in Government 
insurance suits. Section 784 (e) of the bill would increase this author- 
ized per diem to $50. The inadequacy of the existing per diem is 
readily apparent in view of the current economic conditions, and the 
Veterans’ Administration would favor the increase proposed by the 
bill. 

(3) Sections 1602 (a) (8) and 1702 (a) (8) of the bill specifically 
include the Panama Canal Zone amorg the areas in which training 
under the Veterans’ Readjustment Assistance Act of 1952 (title XVI) 
and under the War Orphans’ Educational Assistance Act of 1956 
(title XVII) may be provided to et persons. This corresponds 
to a proposal to the Congress made by the Veterans’ Administration 
in April 1957 to correct a serious technical question which has arisen 
under the terms of these laws as to whether the Canal hone 3 Is covered 
by the provisions permitting these programs to operate in the seve - 
States, Territories, and possessions of the United States. H.R. 72: 
85th Congress, to accomplish this purpose, passed the House of 
Representatives on August 19, 1957, and is now pending with the 
Senate Committee on Labor and Public Welfare. 

(4) The requirements for certification by institutions concerning 
the attendance status of eligible veterans under the education and 
training program for Korean-conflict veterans would be brought into 
parity with the related requirements under the War Orphans’ Educa- 
tional Assistance Act by permitting certification that the veteran was 
actually enrolled in and pursuing an institutional course leading to a 
standard college degree in accordance with the regular policies of the 
institution without a showing concerning actual attendance during 
the period of coverage. This proy ision now extends only to accredited 
institutions. 

(5) Section 1725 (b) would add to the list of courses to which the 
general requirement for at least 2 years’ operation is inapplicable 
‘Any course which is offered by a nonprofit educational institution of 
college level and which is recognized for credit toward a standard 
college degree.’ This incorporates into the title governing training 
under the War Or ‘phans’ Educational Assistance Act an exception 
which is already contained in the educational program for Koreal 
conflict veterans under title II of the Veterans’ Readjustment Assist- 
ance Act of 1952. The Veterans’ Administration favorably reported 
on the amendment which established this exception in the latter act, 
and its proposed inclusion in the provisions governing the war orphans’ 
program is entirely consistent and desirable. 

(6) Persons eligible for disability compensation from the Veterans’ 
Administration in all respects except that they are in receipt of retire- 
ment pay would become eligible for hospitalization, medical care, or 
burial benefits on the same basis as persons actually in receipt of such 
compensation. This is of particular importance with respect to 
hospital care or outpatient treatment for a disability incurred in time 
of peace. Since the recent enactment of H. R. 1140, 85th Congress, 
this liberalization has become less significant because both retired 
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regulars and those retired from Reserve components for any reason 
may qualify for these benefits by having waived a portion of their 
retired pay in order to receive compensation (sec. 1005 of Public Law 
85-56, as amended). However, in some cases, retired members 
eligible for compensation may not desire to waive any part of their 
retired pay. The bill would dispense with the necessity of doing so 
for purposes of hospital and medical care and burial benefits where 
those benefits are based on receipt of compensation. There will be 
little, if any, increased cost incident to this change. 

The current law respecting payment of reopened claims on the 
basis of correction of military records from the date of application 
for correction of the record would be broadened by section 3004 (a). 
The comparable provision of existing law is limited to corrective 
action under section 1552 of title 10, United States Code (formerly 
sec. 207 of the Legislative Reorganization Act of 1946). The bill 
would extend the principle to correction of discharges under section 
301 of the Servicemen’s Readjustment Act of 1944 and to admuinis- 
trative correction by the military department apart from either 
section 207 or 301. This would be entirely equitable, and is recom- 
mended by the Veterans’ Administration. 


SPECIAL COMMENTS AS TO “SAVINGS PROVISIONS” 


The so-called savings provisions of the bill are of special interest 
and importance. The Veterans’ Administration’s understanding of 
certain of these provisions follows: 

Section 5511 is addressed to the situation in which claims for oan; 
fits may be pending on the effective date of the bill (January 1, 1959 
or filed thereafter under circumstances which, pursuit int to existing 
laws, would entitle the claimant to payments covering a period prior 
to the effective date of the act. It is provided that, ae respect to 
any such prior period, the claim shall be adjudicated under the prior 
laws, and thereafter under the applicable provisions of the new act. 
An example might be the case of a claim for compe nsation filed after 
January 1, 1959, but within 1 vear of the veteran’s discharge from 
service or his death from service causes occurring prior to January 1, 
1959 Under these circumstances, the award of compensation would 


he effective for the parr ment of benefits on the day following the ag 


of discharge or the date of death, as the case may be, even though a 
par of the elaps ed pe riod ae prior LO the effect tive d: ate of Ke 
new law This is in accord with the general principl ‘now applic 2 ible 
in cases of this ch aracter. Section 5511 would not, however, authorize 
benefits for a prior period if the i In lividual concerned was not an titled 
under the prior law, even though entitlement might be predi cated 
upon the provisions of the new a An example In this area serie 


be the case of a selectee who, prior to January 1, 1959, was injured 
while en route to, or ee from, the place for final acceptance 


subsequent to the end of the Korean-conflict period. Whule in that 
case the bill, in effect, provide s that the past service shall be regarded 
as active military, naval, or air service for y various purposes, including 


disability compensation, no award of disability compensation based 
on the disability resulting from the injury could be made for a period 
prior to the effective date of the act because the draftee had no 
compensable status during that period. 
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Section 5512 will have two basic effects. First, it will provide 
continuing protection for persons receiving benefits so long as they 
continue to meet the requirements of the prior laws under which 
those benefits were granted, notwithstanding the fact that they may 
not meet eligibility requirements under comparable provisions of the 
new law. Secondly, it would operate to place all persons on the rolls 
on the day preceding the effective date of the act in the status of 
receiving the rates established by the corresponding provisions of 
the new act, including those cases in which some eligibility require- 
ment of the new act is not met, unless a greater benefit is payable 
under the prior law. This would have the practical effect of extend- 
ing to these protected cases the benefits of any increase in rates 
provided in the future by simple amendments to the general provisions 
of the new law, as for example, an amendment to title III increasing 
the rates of compensation provided in that title without any specific 
reference to persons (e. g., remarried Spanish War w idows) whose 
original award of benefits was made under prior laws. This protective 
device in section 5512 also applies, by virtue of the last sentence, to 
claims pending on the effective date of the new act, or filed thereafter, 
in which, pursuant to section 5511, awards are made for a period prior 
to January 1, 1959. In these instances, the person would, in effect, 
be deemed to have been receiving benefits on the day prior to the effec- 
tive date of the act. 

Section 5504 is a special provision which will serve to preserve the 
necessary continuity from prior laws. Firsi, it provides that any 
references in other laws which remain effective to a provision repealed 
or replaced by the new act shall be considered as referring to the 
corresponding provisions of the new act. This is a precaution to 
take care of any possible situation in which some collateral statute 
has not been amended in the bill to correct the reference to a repealed 
provision. Secondly, and especially significant, is the provision that 
“Refe rences in this Act to any provision of this Act shall, where 
applicah le, be hate to refer also to the ‘eee corresponding provi- 
sions of law.” Inm any places throughout the bill there is reference to 
provisions of the bill without the inclusion of specific reference to the 
similar provision of the prior law which is being repealed. To preserve 
continuity with respect to actions taken or events occurring under 
the superseded law, where it is clear that such actions or events must 
be given continuing effect to accomplish the results intended, this 
provision would act as a safeguard without the necessity for referring 
specifically in the various provisions of the new act to the correspond- 
ing provisions of superseded law. An example is section 1804 (b) on 
page 253 of the bill, which restates the authority of the Administrator, 
in connection with the loan program, to refuse appraisal of a project 
owned, sponsored, « or to be constructed by a person identified with 
housing previously sold to veterans “under this title’ as to which 
substantial deficiencies have been discovered or there has been failure 
to discharge contractual obligations or unfair prac ices to the prejudice 
of veteran purchasers. Section 5504 (b) will make it clear that this 
authority extends to cases in which the actions on which the Adminis- 
trator’s refusal is besed occurred under the prior title III of the 
Servicemen’s Readjustment Act, even though the specific reference is 
to property previously sold ‘‘under this title.” 

Another example, again drawn from the loan-guaranty program, is 
the reference to “section 1811” in section 1823 of the bill. By virtue 
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of section 5504 (b), where applicable, this reference will also be deemed 
to include a reference to the prior law, so that it will be read as if the 
phrase “section 1811 of this Act and section 512 of the Servicemen’s 
Readjustment Act of 1944, as amended”, were spelled out in full. 


————— 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, March 6, 1958. 
Hon. Harry Fioop Byrop, 
Chairman, Commiitee on Finance, 
United States Senate, Washington, D. C. 

Dear Senator Byrp: This is in further response to your request 
for the comments of this Department on H. R. 9700, an act to 
consolidate into one act all of the laws administered by the Veterans’ 
Administration, and for other purposes. 

It is our understanding that, except for certain minor changes in 
areas not primarily of concern to this Department, the measure is 
essentially a restatement of existing law relating to veterans. It 
compiles not only laws administered by the Veterans’ Administration, 
but in title XX certain laws within the jurisdiction of this Department 
relating to employment security for veterans. Our comments are 
limited to the proposal as it affects the present provisions of these laws. 

We recommend that the heading of title XX in both the table of 
contents and at the beginning of the title’s provisions be changed to 
read “Unemployment Benefits for Veterans.’”’ The present. title, 
“Unemployment Benefits for Korean Conflict Veterans,’ does not 
reflect the contents of the title, as the provisions of its part B apply to 
all veterans and are not limited to those of the Korean conflict. 

Section 2015 of the measure is a restatement, for the purposes of 
part B of title XX, of the definition of the term ‘‘veteran’’? now 
contained in section 607 of the Servicemen’s Readjustment Act of 
1944 (38 U.S. C. 695f). However, section 607 limits the application 
of the term to persons who have been released from military service 
“under conditions other than dishonorable,’ while this phrase is 
omitted from the proposed section 2015. ‘Lhis omission would be a 
very substantial and, in our opinion, an undesirable change in existing 
law. We recommend that the words “funder conditions other than dis- 
honorable” be added at the end of section 2015. 

We also recommend that the word ‘unem ployment” be uniformly 
inserved before the word ‘compensation’ in part A of title xy. 
This is necessary in view of the definition of ‘compensation’? in 
section 101 (13) of the bill, which limits the term to certain payments 
made by the Administrator of Veterans’ Affairs and would, conse- 
quently, exclude payments based upon periods of unemployment. 
This insertion should be made in the last line of section 2004 (a), 
twice in section 2005 (b), and once each in sections 2008 (b), 2008 (e), 
2008 (d), 2009 (a), and 2009 (b). 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
James T. O'CONNELL, 
Acting Secretary of Labor. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 13, 1958. 
B-1347 12. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance. 
United States Senate. 


Dear Mr. CuarrMaANn: Reference is made to vour letter of February 
28, 1958, transmitting for our consideration and report a copy of 

R. 9700, providing for the consolidation into one act of all of the 
laws administered by the Veterans’ Administration. 

The bill would extend the general principle followed in the enact- 
ment of Public Law 85-56 of bringing together all of the substantive 
law relating to the administration of benefits granted to veterans now 
dispersed in various statutes and regulations. This, we feel, is ex- 
tremely desirable from the standpoint of the veteran as well as the 
Government. 

The bill represents the results of months of preparation and con- 
siders ation of numerous committee prints by the Committee on Veter- 
ans’ Affairs of the House of eee itives, the House Legislative 
Counsel’s Office, and the Office of Legislation of the Veterans’ Ad- 
ministration. We understand that some minor policy changes have 
been incorporated which are designed to streamline administration, 
and to simplify and make more uniform the provisions of the present 
laws, where practicable. From the limited review we have been able 
to make, we believe that its provisions, generally embrace the existing 
law intended, and we feel that the bill should receive favorable con- 
sideration. 

Sincerely vours, 


JOSEPH CAMPBELL, 
( omptroller General of the United States. 





APPENDIX A 
CHANGES 


The changes in H. R. 9700 made by the committee amendment are 
shown in the following table, and in the matter following the table. 
All references in the table, and the matter following, are to the page 
and line numbers of the bill as it was passed by the House. 

As a matter of form, codifications of the law are printed with section 
numbers and section headings printed in a different manner from that 
in which the section numbers and section headings are printed in 
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FURTHER CHANGES IN H. R. 9700 


1) On page 81, immediately below line 15, insert the following: 


(3) The term “Civil War veteran” includes a person who 
served in the military or naval forces of the Confederate 
States of America during the Civil War, and the term “active 
military or naval service’ includes active service in those 
torces. 


2) On page 84, immediately below line 6, insert the following 


§ 510. Confederate forces veterans 

The Administrator shall pay to each person who served in 
the military or naval forces of the Confederate States of 
America during the Civil War a monthly pension in the same 
amounts and subject to the same conditions as would have 
been applicable to such person under the laws in effect on 
December 31, 1957. if his service in those forces had been 
service in the military or naval service of the United States 


e 105, line 24, strike out “The Administrator’ and 
hereof the following: 


3d) On pas 


insert m lieu t 
(2 Except as provided in subsections bh and Lc of till 
section, the Administrator: 

4) On page 106, line 2, strike out all that follows “United States” 
down to the period in line 6, and immediately below line 6, insert the 
following: 

(b) T 


eare ane 


he Administrator may furnish necessary hospital 
| medical services for any service-connected disabil 


(1) if incurred during a period of war, to any veteran 
who is a citizen of the United States temporarily so- 
journing or residing abroad except in the Republic of 
the Philippines; or 
(2) whenever incurred, to any otherwise eligibl 
eteran in the Republic of the Philippines. 
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(c) Within the limits of those facilities of the Veterans 
Memorial Hospital at Manila, Republic of the Philippines, 
for which the Administrator may contract, he may furnish 
necessary hospital care to a veteran of any war for any non- 
service-connected disability if such veteran is unable to de- 
fray the expenses of necessary hospital care. The Admin- 
istrator may enter into contracts to carry out this section. 


(5) On page 107, strike out line 19 and all that follows down through 
line 7 on page 108, and insert in lieu thereof the following: 


grants to reimburse the Republic of the Philippines for ex- 
penditures incident to hospital care of Commonwealth Army 
veterans in need thereof for such disabilities. The total 
of such grants shall not exceed $1,500,000 for the calendar 
vear 1958, and $1,000,000 for the calendar year 1959. If 
agreement is reached to modify the plan of assistance as 
provided for in paragraph (1) of section 632, the total of 
grants for 1958 up to July 1 may be as much as $1,000,000. 


$ 632. Modification of agreement with the Republic of the 
Philippines effectuating the Act of July 1, 1948 

The President, with the concurrence of the Republic of 
the Philippines, is authorized to modify the agreement 
between the United States and the Republic of the Philip- 
pines respecting hospitals and medical care for Common- 
wealth Army veterans (63 Stat. 2593) in either or both of 
the following respects: 

(1) To provide that in lieu of any grants being made 
dice July 1, 1958, under section 631 of this title, the Ad- 
ministrator may enter into a contract with the Veterans 
Memorial Hospital, with the approval of the appropriate 
department of the Government of the Republic of the 
Philippines, under which the United States will pay for 
hospital care in the Republic of the Philippines of Com- 
monwealth Army veterans determined by the Adminis- 
trator to need such hospital care for service-connected 
disabilities. Such contract must be entered into before 
July 1, 1958, may be for a period of not more than five 
consecutive fiscal years beginning July 1, 1958, and shall 
provide for payments for such hospital care at a per diem 
rate to be jointly determined for each fiscal year by the 
two Governments to be fair and reasonable; but the total 
of such payments plus any payments for authorized 
travel expenses in connection with such hospital care 
shall not exceed $2,000,000 for any one fiscal year. In 
addition, such modified agreement may provide that, 
during the period covered by such contract, medical serv- 
ices for Commonwealth Army veterans determined by 
the Administrator to be in need thereof for service-con- 
nected disabilities shall be provided either in Veterans’ 
Administration facilities, or by contract, or otherwise, by 
the Administrator in accordance with the conditions 
and limitations applicable generally to beneficiaries 
under section 612 of this title. 
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(2) To provide for the use by the Republic of the 
Philippines of beds, equipment, and other facilities of 
the Veterans Memorial Hospital at Manila, not required 
for hospital care of Commonwealth Army veterans for 
service-connected disabilities, for hospital care of other 
persons in the discretion of the Republic of the Philip- 
pines. If such agreement is modified in accordance with 
this paragraph, such agreement (A) shall specify that 
priority of admission and retention in such hospital shall 
be accorded Commonwealth Army veterans needing 
hospital care for service-connected disabilities, and (B) 
shall not preclude the use of available facilities in such 
hospital on a contract basis for hospits al care or medic al 
services for persons eligible therefor from the Veterans’ 
Administration. 


In addition, such agreement may provide for the payment of 
travel expenses pursuant to section 2101 for Commonwealth 
Army veterans in connection with hospital care or medical 
services furnished them. 


}) On page 132, immediately below line 18, insert the following: 


“(b) (1) Any person who, on or after April 25, 1951, was 
otherwise qualified for insurance under the provisions of 
section 620 of the National Service Life Insurance Act of 
1940, or under subsection (a) of this section, but who did not 
apply for such insurance and who is shown by evidence satis- 
factory to the Administrator (A) to have been mentally in- 
competent from a service-connected disability (i) at the time 
of release from active service, or (ii) during any part of the 
one-year period from the date the service connection of a 
disability is first determined by the Veterans’ Administration, 
or (iii) after release from active service but is not rated serv- 
ice-connected disabled by the Veterans’ Administration until 
after death; and (B) to have remained oe so men- 


tally incompetent until date of death; and ( 


. to have died 


before the appointment of a guardian, or ies one year 
afier the appointment of a guardian; shall be deemed to have 
applied for and to have been granied such insurance, as of 


the 


date of death, in an amount which, together with any 


other United States Government or National Service life 
insurance in force, shall aggregate $10,000. The date to be 


used 


for determining whether such person was insurable 


according to the standards of good health established by the 
Administrator, except for the service-connected disability, 
shall be the date of release from active service or the date the 
person became mentally incompetent, whichever is the later. 


as 


{ 


2) Payments of surance granted under paragraph (1) 


shall be made only to the following beneficiaries and in the 


order named 


(A) to the widow or widower of the insured, if living 
and while unremarried; 

(B) if no widow or widower entitled thereto, to the 
child or children of the insured, if living, in equal shares; 

() if no widow or widower or child entitled thereto, 
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to the parent or parents of the insured who last bore 
that relationship, if living, in equal shares. 

(3) No application for insurance payments under sub- 
section (b), shall be valid unless filed in the Veterans’ Admin- 
istration within two years after the date of death of the 
insured or before January 1, 1961, whichever is the later, 
and the relationship of the applicant shall be proved as of 
the date of death of the insured by evidence satisfactory to 
the Administrator. Persons shown by evidence satisfactory 
to the Administrator to have been mentally or legally incom- 
petent at the time the right to apply for death benefits 
expires, may make such application at any time within one 
year after the removal of such disability. 

“(4) Notwithstanding the provisions of section 717 of this 
title, insurance under this subsection shall be payable at the 
election of the first beneficiary in 240 equal monthly install- 
ments or under the options specified in section 717 (b) (3) or 
(4) of this title. Any installments certain of insurence re- 
maining unpaid at the death of any beneficiary shall be paid 
in equal monthly installments in an amount equal to the 
monthly installments paid to the first beneficiary, to the 
person or persons then in being within the classes specified 
in subsection (b) (2) of this section and in the order named, 

“(5) The right of any beneficiary to payment of any in- 
stall: ents shall be conditioned upon his or her being alive to 
receive such payments. No person shall have a vested right 
to any installment or installments of any such insurance and 
any installments not paid to a beneficiary during such bene- 
ficiary’s lifetime shall be paid to the beneficiary or benefici- 
aries within the permitted class next entitled to priority, #s 
provided in subsection (b) (2) of this section. No install- 
ments of such insurance shall be paid to the heirs or legal 
representatives as such of the insured or of any beneficiary, 
and if no person within the permitted class survives to re- 
ceive the insurance or any part thereof no payment of the 
unpaid insta'l nents shall be made.” 


) On page 179, immediately below line 5, insert the following: 


(c) The Congress of the United States hereby declares 
that the veterans’ education and training program created 
by this chapter is for the purpose of providing vocational 
read ustment and restoring lost educational opportunities to 
those service men and women whose educational or voca- 
tional ambitions have been interrupted or impeded by reason 
of active military, naval, or air service during the Korean 
conflict and for the purpose of aiding such persons in attain- 
ing the educational and training status which they might 
normally have aspired to and obtained had they not served 
their country. 


On page 224, immediately below line 19, insert the following: 


(d) The Congress hereby declares that the educational 
program established by this chapter is for the purpose of 
providing opportunities for education to children whose 
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education would otherwise be impeded or interrupted by 
reason of the death of a parent from a ae ase Or injury in- 
curred or aggravated in the Armed Forces during World 
War I, World War II, or the Korean conflict, and for the 
purpose of aiding such children in attaining the educational 
status which they might normally have aspired to and ob- 
tained but for the death of such parent. 


(9) On page 242, immediately below line 4, insert the following: 


(d) Where any provision of this chapter authorizes or 
ee any function, power, or duty to be exercised by a 
State, or by any officer or agency thereof, such function, 
power, or duty shall, with respect to the Republic of the 
Philippines, be exercised by the Administrator. 


(10) On page 252, line 7, immediately after ‘‘(c)’’ insert “(1)"’, and 
strike out line 15 and insert in lieu thereof the following: 


demands, but the rate of oe so prescribed by the Admin- 
istrator shall not exceed at any time the rate of interest 
(exclusive of premium ¢ Fei ‘'s for insurance, and service 
charges if any), established by the Federal Housing Com- 
missioner under section 203 (b) (5) of the National Housing 
Act, less one-half of 1 per centum per annum; except that 
such rate shall in no event exceed 4% per centum per annum. 
The provisions of the Servicemen’s Readjustment Act 
of 1944 which were in effect before April 1, 1958 with respect 
to the interest chargeable on loans made or guaranteed under 
such Act shall, notwithstanding the provisions of paragraph 
(1) of this subsection, continue to be applicable 
(A) to any loan made or guaranteed before April 
1958; and 
(B) to any loan with respect to which a commitment 
to guarantee was entered into by the Administrator 
before April 1, 1958. 


(11) On page 259, strike out line 15 and all that follows down 
through line 8 on page 262, and insert in lieu thereof the following: 

§ 1811. Direct loans to veterans 

(a) The Congress finds that housing credit under section 
1810 of this title is not and has not been generally available 
to veterans living in rural areas, or in small cities and towns 
not near large metropolitan areas. It is therefore the purpose 
of this section to provide housing credit for veterans living in 
such rural areas and such small cities and towns. 

(b) Whenever the Administrator finds that private capital 
is not generally available in any rural area or small city or 
town for the financing of loans guaranteed under section 1810 
of this title, he shall designate such rural area or small city 
or town as a “housing credit shortage area’’, and shall make, 
or enter into commitments to make, loans for any or all of the 
purposes listed in section 1810 (a) of this title in such ares 

(c) No loan may be made under this section to a veteran 
unless he shows to the satisfaction of the Administrator 
that 
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(1) he is unable to obtain from a private lender in 
such housing credit shortage area, at an interest rate not 
in excess of the rate authorized for guaranteed home 
loans, a loan for such purpose for which he is qualified 
under section 1810 of this title; and 

2) he is unable to obtain a loan for such purpose 
from the Secretary of Agriculture under sections 1000 
1029 of title 7 or under sections 1471-1483 of title 42. 

(d) (1) Loans made under this section shall bear interest 
at a rate determined by the Administrator, not to exceed the 
rate authorized for guaranteed home loans, and shall be 
subject to such requirements or limitations prescribed for 
loans guaranteed under this title as may be applicable. 

) The original principal amount of any loan made under 
dias section shall not exceed an amount which bears the same 
ratio to $13,500 as the amount of guaranty to which the 
veteran is entitled under section 1810 of this title at the time 
the loan is made bears to $7,500; and the guaranty entitle- 
ment of any veteran who heretofore or hereafter has been 
granted a loan under this section shall be charged with an 
amount which bears the same ratio to $7,500 as the amount 
of the loan bears to $13,500. 

3) No veteran may obtain loans under this section aggre- 
gating more than $13,500. 

(ec) Loans made under this section shall be repaid in 
monthly installments; except that in the case of loans made 
for any of the purposes described in paragraph (2), (3), or (4) 
of section 1810 (a) of this title, the Administrator may pro- 
vide that such loans shall be repaid in quarterly, semiannual, 
or annual installments. 

(f{) In connection with any loan under this section, the 
Administrator may make advances in cash to pay the taxes 
and assessments on the real estate, to provide for the purpose 
of making repairs, alterations, and improvements, and to 
meet the incidental expenses of the transaction. The Ad- 
ministrator shall determine the expenses incident to origina- 
tion of loans made under this section, which expenses, or a 
reasonable flat allowance in lieu thereof, shall be paid by the 
= ran in addition to the loan closing costs. 

) The Administrator may sell, and shall offer for sale, to 
oan aaah or entity approved for such purpose by him, any 
loan made under this section at a price not less than par; 
that is, the unpaid balance plus accrued interest, and shall 
guarantee any loan thus sold subject to the same conditions, 
terms, and limitations which would be applicable were the 
loan guaranteed under section 1810 of this title. 

(h) No loan may be made under this section after July 25, 
1960, except pursuant to commitments issued by the Admin- 
instrator before that date. 

(i) (1) If any builder or sponsor proposes to construct one 
or more dwellings in a housing credit shortage area, the 
Administrator may enter into commitment with such builder 
or sponsor, under which funds available for loans under this 
section will be reserved for a period not in excess of three 
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months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the 
purpose of making loans to veterans to purchase such dwell- 
ings. Such commitment may not be assigned or transferred 
except with the written approval of the Administrator. The 
Administrator shall not enter into any such commitment 
unless such builder or sponsor pays a non-refundable com- 
mitment fee to the Administrator in an amount determined 
by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

(2) Whenever the Administrator finds that a dwelling 
with respect to which funds are being reserved under this 
subsection has been sold, or contracted to be sold, to a veteran 
eligible for a direct loan under this section, the Administrator 
shall enter into a commitment to make the veteran a loan for 
the purchase of such dwelling. With respect to any loan 
made to an eligible veteran under this subsection, the 
Administrator may make advances during the construction 
of the dwelling, up to a maximum in advances of (A) the cost 
of the land plus (B) 80 per centum of the value of the con- 
struction in place. 

(3) After the Administrator has entered into a commit- 
ment to make a veteran a loan under this subsection, he may 
refer the proposed loan to the Voluntary Home Mortgage 
Credit Committee, in order to afford a private lender the 
opportunity to acquire such loan subject to guaranty as pro- 
vided in subsection (g) of this section. If, before the expira- 
tion of sixty days after the loan made to the veteran by the 
Administrator is fully disbursed, a private lender agrees to 
purchase such loan, all or any part of the commitment fee 
paid to the Administrator with respect to such loan may be 
paid to such private lender when such loan is so purchased. 
If a private lender has not purchased or agreed to purchase 
such loan before the expiration of sixty days after the loan 
made by the Admin'strator is fully disbursed, the commit- 
ment fee paid with respect to such loan shall become a part 
of the special deposit account referred to in subsection (c) of 
section 1823 of th’s title. Ifa loan is not made to a veteran 
for the purchase of a dwelling, the commitment fee paid with 
respect to such dwelling shall become a part of such special 
deposit account. 

(4) Tne Administrator may exempt dwellings constructed 
through assistance provided by this subsection from the 
minimum land planning and_ subdivision requirements 
prescribed pursuant to subsection (a) of section 1804 of this 
title, and with respect to such dwellings may prescribe special 
minimum land planning and subdivision requirements which 
shall be in kee ping with the general housing facilities in the 
locality but shall require that such dwellings meet mini- 
mum cuienette of structural soundness and general 
acceptability. 

(j) (1) The Administrator shall commence the processing 
of any application for a loan under this section upon the re- 
ceipt of such application, and shall continue such processing 





CODIFICATION OF VETERANS LAWS 37 


notwithstanding the fact that the assistance of the Voluntary 
Home Mortgage Credit Committee has been requested by the 
Administrator for the purpose of ascertaining whether or not 
such loan can be placed with a private lender. 

(2) If the assistance of such Committee has been requested 
by the Administrator in connection with any such application, 
and the Administrator is not notified by such Committee 
within (A) twenty working days after such assistance has 
been requested, or (B) twenty working days after the date of 
enactment of this subsection, whichever is the later, that it 
has been successful in enabling the applicant to place such 
loan with a private lender or expects to do so within ten addi- 
tional working days, the Administrator shall proceed forth- 
with to comple te any part of the processing of such applica- 
tion remaining unfinished, and to grant or deny the applica- 
tion in accordance with the provisions of this section. 

(3) As used in this subsection, the term “working days’ 
means calendar days exclusive of Saturdays, Sundays, and 
legal holidays. 

(k) Without regard to any other provision of this chapter, 
the Administrator may take or cause to be taken such action 
as in his judgment may be necessary or appropriate for or in 
connection with the custody, management, protection, and 
realization or sale of investments under this section, may 
determine his necessary expenses and expenditures, and the 
manner in which the same shall be incurred, allowed and paid, 
may make such rules, regulations, and orders as he may deem 
necessary or appropriate for carrying out his functions under 
this section and section 1823 of this title and, except as other- 
wise expressly provided in this chapter, may employ, utilize, 
compensate, and, to the extent not inconsistent with his basic 
responsibilities under this chapter, delegate any of his func- 
tions under this section and section 1823 of this title to such 
persons and such corporate or other agencies, including agen- 
cies of the United States, as he may designate. 


ce , 


(12) On page 272, strike out line 14 and all that follows down 
through line 5 on page 273 and insert in lieu thereof the following: 


(a) For the purposes of section 1811 of this title, the 
revolving fund heretofore established by section 513 of 
the Servicemen’s Readjustment Act of 1944 is continued in 
effect. For the purposes of further augmenting the revolving 
fund, the Secretary of the Treasury is authorized and 
directed to advance to the Administrator from time to time 
after December 31, 1958, and until June 30, 1960, such sums 
(not in excess of $150,000,000 in any one fiscal year, including 
prior advancements in fiscal year 1959) as the Administrator 
may request, except that the aggregate so advanced in any 
one quarter annual period shall not exceed the sum of 
$50,000,000, less that amount which has been returned 
to the revolving fund during the preceding quarter annual 
period from the sale of loans pursuant to section 1811 (g) of 
this title. In addition the Secretary is authorized and 
directed to make available to the Administrator for this 
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purpose from time to time as he may request the amount of 
any funds which may have been deposited to the credit 
of miscellaneous receipts under this subsection or subsection 
(c) of this section, except that no sums may be made available 
after July 25, 1960. After the last day on which the Admin- 
istrator may make loans under section 1811 of this title, he 
shall cause to be deposited with the Treasurer of the United 
States, to the credit of miscellaneous receipts, that part of all 
sums in such revolving fund, and all amounts thereafter 
received, representing unexpended advances or the repayment 
or recovery of the principal of direct home loans, retaining 
however, a reasonable reserve for making loans with respect 
to which he has entered into commitments with veterans 
before such last day. 

(13) On page 312, strike out line 23 and all that follows down 
through ‘“‘Service”’ in line 4 on page 313, and insert in lieu thereof the 
following: 

to any provision of law providing retired or retirement pay to 
persons in the Armed Forces, or as a commissioned officer of 
the Coast and Geodetic Survey or of the Public Health 
Service 

(14) On page 313, lines 7, 9, 10, and 15, immediately after ‘“‘retired”’ 
insert “or retirement”’. 

(15) On page 346, strike out line 11 and insert in lieu thereof the 
following: 

the chief pharmacist and the chief dietitian shall be paid a 
salary of $12,770 minimum to $13,970 maximum a year and 
the chief physical therapist and the chief occupational thera- 
pist shall be paid a salary of $11,355 minimum to $12,555 
maximum a year. 


16) On page 348, immediately below line 2, insert the following: 


(B) optometrist 
be licensed to practice optometry in a State; 
(17) On page 349, strike out line 22 and all that follows down 
through line 20 on page 350, and insert in lieu thereof the following: 


MEDICAL SERVICE 


Chief grade, $12,770 minimum to $13,970 maximum. 
Senior grade, $11,355 minimum to $12,555 maximum. 
Intermediate grade, $9,890 minimum to $11,090 maximum. 
Full grade, $8,330 minimum to $9,530 maximum. 
Associate grade, $7,030 minimum to $8,230 maximum. 
Junior grade, $6,505 minimum to $7,405 maximum. 


DENTAL SERVICE 


Chief grade, $12,770 minimum to $13,970 maximum. 
Senior grade, $11,355 minimum to $12,555 maximum. 
Intermediate grade, $9,890 minimum to $11,090 maximum. 
Full grade, $8,330 minimum to $9,530 maximum. 
Associate grade, $7,030 minimum to $8,230 maximum. 
Junior grade, $6,505 minimum to $7,405 maximum. 
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NURSING SERVICE 


Assistant Director, $8,330 minimum to $9,530 maximum. 
Senior grade, $7,030 minimum to $8,230 maximum. 

Full grade, $5,985 minimum to $6,885 maximum. 
Associate grade, $5,205 minimum to $6,165 maximum. 
Junior grade, $4,425 minimum to $5,385 maximum. 


(18) On page 354, line 2, immediately before “There” insert ‘“(a) 
and immediately below line 7, insert the following: 


(b) Notwithstanding any other provision of law, the per 
annum rate of salary of each individual serving as a manager 
of a hospital, domiciliary, or center who is not a physician 
in the medical service shall not be less than the rate of 
salary which he would receive under section 4107 of this title 
if his service as a manager of a hospital, domiciliary, or 
center had been service as a physician in the medical service 
in the chief grade. This subsection shall not affect the 
allocation of any position of manager of a hospital, domi- 
ceili: ary, or center to any ere ade of the General Schedule of the 

Classification Act of 1949, except with respect to changes tn 
rate of salary pursuant to the preceding sentence, and shall 
not affect the applicability of the Performance Rating Act 
of 1950 to any individual. 


19) On page 392, immediately below line 13, insert the following: 


b) The availability and use of appropriations made for 
the purposes of the Act of July 1, 1948 (62 Stat. 1210; 50 
App. U.S. C. 1991-1996) shall not be affected by the repeal 
of such Act. 


20) On page 395, immediately below line 4, insert the following: 


(c) Nothing in this Act, or any amendment or repeal made 
by it, shall deprive any person of benefits under the Muster- 
ing-Out Payment Act of 1944 to which he would have been 
entitled if this Act had not been enacted. 

d) Nothing in this Act, or any amendment or repeal made 
by it, shall affect any right of any person based on a contract 

entered into before the effective date of this Act, or affect 
the manner in which such right could have been enforced or 
obtained but for this Act, or such amendment or repeal. 

e) Chapter 37 of title 38, United States Code, is a con- 
tinuation and restatement of the provisions of title III of 
the Servicemen’s Readjustment Act of 1944, and may be con- 
sidered to be an amendment to such title III. 

21) On page 415, line 25, immediately before the period insert the 
following 

—— that the repeal of part VII shall not take effect in such 
manner as to Imp: air the oper: ation of the deferred re pe al of a 
portion 08 paragraph 9 of such part as provided in section 21] 
of the Government Emplovees Training Act. 
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(22) On page 416, immediately below line 18, insert the following 
new paragraph, and renumber the following paragraphs accordingly: 


(76) The last sentence of section 407 of the Soldiers’ and 
Sailors’ Civil Relief Act of 1940 (50 App. i. ©. 547). 


(23) On page 421, strike out lines 11 and 12 and insert in lieu 
thereof the following: 


(117) The Veterans’ Benefits Act of 1957 (except title 
XXII) (38 U. 8S. C. 2101-4008) except that the repeal of 
sections 235 and 1413 (b) of such Act shall not take effeet in 
such manner as to impair the operation of the deferred repeal 
of such sections as provided in section 21 of the Government 
Employees Training Act. 

(118) Paragraph (e) (2) of section 5 of the Act of April 1, 
1958 (72 Stat. 77; 38 U.S. C. 694 note). 

119) Section 2 of the Act of June 18, 1958 (72 Stat. 200; 
38 U.S. C. 911 note 
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from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


lo accompany H. R. 962 


} 
| 


ee OD [Interior and Insuls r Affairs to whom wa 


LS 


e bill (GH. R. 9627) to authe pobesboctr ts ah, of the Interior 
certain lands in Alaska to the city of Ketchikan, Alaska, 
nsidered t he nme, heel favorably thereon WN itho il amend- 
‘] nd recommend that 1 hy vill ¢ ) Dass. 
T purpose of H. R 9627 Is to seoceik that the United States 
1 any right, title, and interest to certain land within the 
ors limit 3 oO] the Cit of Ketehikan, Alaska 
Phe land in question, lot No. 2, block 13, United States 


Survey 


! KS, as 


\\ conveved by patent mn 1922 to Mr. George A. Pa 
NN 


ite trustee, under section 11 of the act of March 3, 1891 (26 

1095, 1099; 48 U.S. C. 355 There was no reservation of 
school reserve in the patent conveyed to Mr. Parks. The lot was 
leeded to the city of Ketchikan by Mr. James A. Ramsey, townsite 
trustee in 1925. al d was not reserved for school purposes by the 

ed States 

rder to remove any cloud on the title because of prior ownership 

of the lot by the United States, the committee members recommend 
\ 


H. R. 9 be enacted. The Department of the Interior 
view that all interest of the United States in such 


land was long 
‘ disposed of, but the Department has no objection to the bill to 


insurance has been refused pending such 


takes 


ra) 
he title. Title 


as ame nded | 1) the Ho ise of Representa- 


n complianes with the suggestions 


TT > Val - j ) 
H. R. 9627. as introduced, w 


of the Secretarv of the 





CONVEY CERTAIN LANDS TO CITY OF KETCHIKAN, ALA 


The enactment of this legislation will involve no es 
Federal funds 
The report of the Secretary of the Interior, dated 
is as follows 
DEPARTMENT OF TH! 
OFFICE OF 1 
Washinaton. D ( 
Hon. CLair ENGLE, 
Chairman, Committee on Interior and Insular A ffaii 
House oft R prese ntatire Be Washi ( fon. DD 
Dear Mr. EnGie: This is in reply to your request 
this Department on H. R. 9627, a bill to authorize the 
Interior to convey certain lands in Alaska to the city of 
Alaska. 
We would not object to the enactment of H 
suggested below. 
H. R. 9627 would authorize the Secretary of the Ih 
by quitclaim deed and without consideration, all the 
interest of the United States in and to lot 2, block 
Survey 1378. The lot is situated within the e rporat 
city of Ketchikan, Alaska. 
This lot was ineluded in the land’which the 
hy patent On April Dd, ieee. oO Mr. Geors 


- - ' ; . > . 1 i \ ' 
trustee, under section 11 of the act of March 


R. 9627 


1099; 48 U.S. C. 355). There was 
school reserve. The lot was deeded to 
James A. Ramsey, townsite trustee, on 
not reserved for school purposes by tl 


Since the l nited States has already 


il 


und interest in and to this lot, we do 1 

surv. However, if a cloud on title de 

to the bill’s enactment. The removal of 
prior ownership of the United States would 
> ! 


yr mnt te 1. R. 9627, which a 
' 
| 


Lowe 


; 

i 

eee 

United Stat e suggest 


more expre ss] 
the Interior is 
of Ketchikan, Alaska, all’’, appearing 
7 11 éé , . 1 ' 
and repiaced D\ he United States 
“of the Unit | tates’’. at li e 5. 
The B 
the submission of this 


Sues rely yours, 


117° ; f 4 Dan ol a 
ureau of the Budge 


The Committee on Interior an 
able consideration oO] H R 9627. 
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Mir. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
(To accompany H. R, 12226] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12226) to amend the Virgin Islands Corpora- 
tion Act (63 Stat. 350), and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 7, strike out the word ‘‘As’’ and insert in leu thereof 
“At”. 

Page 2, lines 6 through 16, strike out the proviso and insert in lieu 
thereof 

Provided, That any such sale or sales shall be made at 
publie auction: And provided further, That the Government 
of the Virgin Islands shall have the right to purchase any 
assets so placed on sale at a price or prices not to exceed the 
amount bid by the highest responsible bidder. 


20006 
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Page 3, line 15, following the word “distillation’’, insert ‘and 


related power 


Pp 4 1 fol no ) , od Slanpah?? 3 of S4yarg 1; lotian’”’ 
rage 4, line 1, fo owing the word “‘such’’, insert ‘“‘wate! distillation’’. 
Page 5, line 15, following the word “water” and preceding the 
period, 1 t “and power” 
The of H. R. 12226 to amend 
\ rg | { orm To Lo | ren i er] Or d { 
i } { L] \ | Ol O ¢ } ( 
— lt \ ! Li¢ } lit 1} vill 0 i er oO 
I ‘ il { rhe \ | | ( ( yT 
| 
O 
e \ | { o1 ) on ‘ ( | or- 
| | i ‘ +), 
: Lol j tu 
] tO ' i ( ‘ } ‘ ‘ 
oO i? ‘ e eta ! ly O! aC 
I ! I { | ( } ( [ pe 
; ? ( } | i rie { ( QO? has 7 = Wy 
{ ( ; ‘ ( Ollie oO} ( 0) ‘hie 
I 0 Hii pro l Cu ( 4) 7 r¢ 
the gre ri emal a Iman 
agcel ¢ | i \ i propert ! thre s . thr Cratio al id 
( i ii¢ el i¢ Le ( “ Lii¢ O7 } Ol } LT pre wh 
Fi ( he ¢ Dor enu icing 
CLLVItI to prol { t] ou eCPCO rY develop { thy r( ( il 
well ire Oo 1 inhai 2 Ol ie \ | Is] as 
i he net worth ot tt (0 Ol oO oO} rh¢ 57. was SS 73.66 ) 
Worl +7 i] ii tO a 7 AQ ] truectul ~ a | ql p 
ment, less accumulated depreciation, to $4,887,017; and other assets 
1iOt Current oO j 16 


Al ‘4 . 
Although over the years since its corporation the organization 


has been an unprofitable enterprise, its position has steadily improved 
since 1954 In the fiscal vear 1954, losses were $575,067: in fiscal 
vear 1955, $317,681; and in fiscal vear 1956, $231,944 During fiscal 
1957, however, due to the application of sound business management 


and to favorable climatic conditions as related to the growing of sugar- 


cane, the Corporation showed a profit of $215,544. Due to conditions 
of severe drought, a substantial deficit is expected for fiscal 1958. 


Failure LO extel d the corporate life of 
a relief problem in the Virgin Is!ands an 
investment of the Federal Government. 


he Corporation would cause 


would imperil a substantial 


SaLtt WaTeER DIsTILLATION PLAN’ 


Year in and year out there is a critical shortage of potable water on 
St. Thomas. This prevents the full realization of its natural and 
human potentials. A number of studies to determine how best to 
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ITED BY THE 
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alleviate the water shortage have been made by both private and 
governmental agencies. LKmergency water supplies are transported 
by barge from Puerto Rico, but this is a very expensive and cumber- 
ome method 
Section 3 of H. R. 12226 provides that the Corporation may borrow 
s 


from the United States Treasury, within such amounts as may be 


approved in appropriation acts, not more than $2 million for the spe- 
Lic purpose of constructing, operat and maintaining salt water 
istillation faciiities a St. Lhomas, ( facilities constructed wil 
rT ] ed osuppl\ vualer for sa to tne Fo ronment of th Virein Islands 
. limited numbe ip Du io directly from the Cor- 
) Mion \\ Olle eX ‘eption water d stribution facilities St 
Thomas are wholly owned by the Virgin Islands government. 
‘hus, most of the d lled water will necessarily be sold to the local 
I t i ule tO private pure hasers The one ex eption is at 
( { ‘i ( Cor] ur dacilities whe tne distri! ] ion system 
ied b ( ed States and operated by the Corporation on 
mit b: In th ase, the Corporation will act as distributor 

ller to private customers but such sales are and will conti 

» | compal lvel } hoibl 


ncludes adequate safeguards to protect the Federal Government with 

ng and lending procedures which the construc- 
1] ] | 7 

IStiiation plant will entail. 


1 } 1 oye . 1 
committee members believe that H R. 12226 as amended, 


I hie committee calls attention to the proposed Ssaime aoa brackish 
ater demonstration program cont mplat d D\ enate Joint Resolu- 
ic 135 The committee strongly believes avd recommends that 
distillation facilities authorized by H. R. 12226 should be managed 


; 1 ; 
In a manner which will aid and supplement the overall saline water 


stration program of the Government. The committee believes 
1¢ facility contemplated by this bill does not and should not be 
construed LO conflict with nor diminish the necessity for the overall 
program contemplated by Senate Jormt Resolution 135, with which 


the St. Thomas plant should be coordinated. 


hat tl 


SECTIONAL ANALYSIS 


Section 1 provides for the Virgin Islands Corporation to have 
succession until June 30, 1969, unless sooner dissolved by Congress. 
Section 1 also authorizes the Board of Directors to dispose of the 
Corporation's assets if, in their opinion, such disposal is feasible and 
opportune. The committee adopted an amendment to this section 
to require that all sales of corporation assets be made at public auction. 
This would insure public notice of such sales and would allow the 
corporation to give nottce of minimum acceptable prices and other 
appropriate terms and conditions of sale. The amendment would 
grant to the government of the Virgin Islands the right to purchase 
such assets at no more than the highest responsible bid. The language 
would not require a sale to the Virgin Islands government if no respon- 
sive bid was equal to or in excess of the minimum acceptable price. 
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The amendment is intended to give the Virgin Islands government a 
right of first refusal after an acceptable bid has been made by an 
intending purchaser. 

Section 2 is a restatement and amendment of section 4 (i) of the 
Virgin Islands Corporation Act. The new matter included permits 
the establishment of an efficiency rating system and authorizes the 
Corporation ‘to establish hours of work, conditions governing the 
payment of compensation for overtime hours, and working rules and 
working conditions generally without regard to provisions of other 
laws. The employees of the Corporation are not under the Per- 
formance Rating Act of 1950, but is is not altogether clear whether 
various other Federal employee statutes apply to them. Many of 
the employees are on seasonal payrolls and are paid local prevailing 
wages. Overtime in excess of 40 hours a week is permitted only in 
connection with sugar-grinding operations. This section will make 
clear the Corporation’s authority to continue or to modify its existing 
policies. 

Section 3 will amend the Virgin Islands Corporation Act to permit 
the construction, operation, and maintenance of salt water distillation 
facilities in St. Thomas, V. I. The facilities are to be used to supply 
water for sale to the government of the Virgin Islands and to persons 
purchasing directly from the Corporation. 

As amended, section 3 places several restrictions upon the execution 
of the contract for the construction of said facilities. First, the govern- 
ment of the Virgin Islands must contract with the Corporation to pur- 
chase a minimum quantity of water at a price established by the 
Corporation, and the price must cover all costs of construction, opera- 
tion, and maintenance of distillation facilities. Secondly, the contract 
cannot be executed until the Secretary of the Interior has been 
assured that the proposed distillation plant is the most economical and 
expeditious method of furnishing an adequate supplemental supply 
of potable water for St. Thomas. de we 4 if the Secretary concludes 
that the distillation plant should be built, copies of the construction 
contract must rest with the House and Senate Committees on Interior 
and Insular — for a period of 45 calendar days and must be 
accompanied by an explanatory statement covering the reasons why 
salt water distillation facilities are recommended and supplemental 
data conce rning alternative sources of water which have been investi- 
gated. In addition, the Corporation must report annually to Congress 
on the operation of the distillation facilities and include technical and 
operational information pertinent to the Government’s salt water 
research program. 

Section 3 also authorizes the Corporation to borrow a sum not in 
excess of $2 million from the Federal Treasury to carry out construc- 
tion and maintenance of the salt water distjllation facilities and to 
issue bonds in return for the $2 million. Sums to be borrowed must 
be approved by appropriation acts. 
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Section 4 increases from $9 million to $11 million, the amount of 
advances the Corporation is permitted to receive from a revolving 
fund in the Federal Treasury which is intended to finance capital 
investments. Full interest is paid by the Corporation upon these 
advances. Of the present $9 million authorization, $6,513,000 has 
been appropriated, leaving an authorized balance of $2,487,000. 

Section 5 modifies the present provisions of the Corporation Act with 
respect to appropriations to meet deficits. The present law permits 
the appropriation in advance of sums required to meet expected 
deficits. This provision has never worked well, partly because it has 
not been possible to estimate future deficits with any degree of 
accuracy and partly because of a general reluctance to provide funds 
for such a purpose until the need for them is known. Section 5 would 
authorize appropriations only for deficits which have actually been 
incurred. 

Section 6 provides that the Administrator of the Small Business 
Administration shall replace the Chairman of the now nonexisting 
Reconstruction Finance Corporation as a member of the Board of 
Directors of the Virgin Islands Corporation. 

Section 7 directs the Secretary of the Navy to transfer and convey 
to the Corporation, without reimbursement, the electric power gen- 
erating facilities located at the old Marine Corps air facility and naval 
submarine base on St. Thomas. The facilities in question were orig- 
inally constructed for the use of the Marine Corps and the Navy 
The management of the properties was transferred under a revocable 
permit to the Department of the Interior on January 1, 1948. Since 
that date the generating facilities have been integrated into the electric 
system operated by the Corporation which supplies the power needs 
of St. Thomas and St. John Islands. On several occasions the Comp- 
troller General has recommended that these facilities be transferred to 
the Corporation. Upon their transfer, the United States interest- 
bearing investment in the Corporation will be increased by the value 
of the facilities. 

Subsection (c) of the same section requires the Corporation to sup- 
ply at cost, until June 30, 1969, all electric power needed by the De- 
partment of Defense up to the designed capacity of the plant on 
January 1, 1948. If the powerplant is sold pursuant to section 4 (a) 
of the Virgin Islands Corporation Act, as amended, the purchaser 
will be required to supply power to the Department of Defense in the 
same manner, but this requirement will terminate 2 years from the 
date of sale or on June 30, 1969, whichever date occurs first. 

Departmental reports on the original bill, H. R. 5643, from the 
Secretaiies of the Interior, Treasury, and Agriculture, the Comptroller 
General of the United States, and the Virgin Island Corporation are 
as follows: 
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DeEpPARTM ENT OF THE Int ERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 27, 1958, 
Hon. Crate Encie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Repre S¢ ntative S, Washington, D. C. 

Dear Mr. Enaue: This responds to your request for the views of 
this Department on H. R. 5643, H. R. 5680, H. R. 5683, and H. R, 
5688, identical bills to extend the chartec of the Virgin Islands Cor- 
por ition to June 30, 1969. 

We recommend that any one of tl ese bills be enacted, However, 
we also recommend amendments as hereinafter set forth. 

The Virgin Islands Corporation, a wholly owned Federal cor- 
poration, established by Public Law 149, 81st Congress, presently 
has a term which expires on June 30, 1959. Enactment of any one 
of the bills listed above would have the effect of extending the Cor- 
poration’s life for a 10-year period beyond its present expiration dat 

The Corporation is managed by a Board of Directors, of whie! 
ms iority are Federal offic is IS, with the Secretary of the Int ior fs 
Chairman. It is engaged in the growing of sugarcane and the produe 


tion of raw sugar on St. Croix Island, V. 1.; in the production 


distribution of electric power on all three islands of the Virgin Islands 
group; in certain other business-type enterprises; and in economic 
vities generally in the Virgin Islands, including a loan 
husiness. Net worth of the Virgin Islands Corpora- 


) 
i ames : iti ‘ 1: } sn 
j ] 4, WAS Hd l4 ».662. of which 1 OrTKin@® Ca tAl 


development acti 
program to small 
tion, as of Jun: 
amounted to $2,945,599; land, structures, and equipment, | 
accumulated depreciation, amounted to $4,887,017; 
not current amounted to $5341.046. 


Because of the ¢ pa ative scant ©CS tra li on st Croix LTi¢ 
} 


various other Ttactors, sugar roauction tf re was no protita 
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amendment would authorize the disposal of the Corporation’s assets, 
in the event that such disposal might prove feasible and opportune. 
When the Federal Gove ernie nt originally undertook operation of the 
various activities, it was solely for “the purpose of providing a source 
of employment and income for the people of St. Croix. It is not 
regarded as a desirable field of permanent Federal activity, if the 
need met by VICORP can be met with equal effectiveness by private 
enterprise. During the long period of annual losses, there was obvi- 
ously no possibility of disposit ng of the property in a manner that 
would protect oy investment of the Federal Government, but the 
recent success : hecnester! the Corporation into profitable operation 
has given rise to the hope that an advantageous disposal might be 
possible. While we know of no potential purchaser or purchasers at 
this time, it is considered desirable to provide authority for such 
disposal of part or all of the assets, in the event an opportunity of 
taking such action should arise. 

The language proposed in section 1 of the attached bill with respect 
to disposal of the Corporation’s assets has been drafted in recoenition 
of the facts that (1) disposal of all the assets of VICORP may not be 
either feasible or desirable immediately; (2) such disposal could prob- 
ably be effected only as a result of prolonged nezotiation with potential 
buyers, and by selling groups of assets of the Corporation on a “gomng- 
concern” basis; and (3) even in the event all the revenue-producing 
assets of the Corporation were disposed of, appropriate provision 


} , . ° . . ° a 
would have to be made for the continued performance of certain of 


the Corporation’s present functions. 

In connection with such possible disposal of the Corporation’s 
assets, it will be necessary, first of all, to secure transfer and convey- 
ance to the Corporation of certain power-generating facilities which 
constitute integral parts of the electric system on the island of St. 
Thomas, but as to which title is still in the United States, under the 


administrative responsibility of the Navy Den: rtment The facilities 
In question were oriem: lly COUSETUC ted ¢ S ] ort of thre . Marine Corps 
“ur facilitv and naval submarine base in St. Thomas. Following the 
discontinuance of any permanent naval activitv in St. Thomas, those 
properties were transferred to the co itrol of t| e Department of the 
Interior under a revocable permit dated January 1, 1948, ard the 
‘enerating facilities have since been integrated into the electrie system 
operated by VICORP which supplies the power needs of all of St. 
Thomas and St. John 

Recommendation has heretofore been made on more than one occa- 


ion by the Comptroller General of lee | <a States that these eon- 

erating facilities be transferred to the Virgin Islands Corporation. 
Section 5 of the proposed bill would make provision for such transfer. 
Subsection (b) of that section would require that the United States 
interest-bearing investment in the Corporation “4 in reased by the 
value of the faci itive S Subsection (ce) would requ ‘e t] Le CS orporation 
to suppl until June 30. 1969. at cost all nower which micht be needed 
bv the Nigga nt of De fense up to the desiened capacity of the 
plant on January 1, 1948. If t he powerplant is sold to priv area 
elke the purchaser would also be required to supply power to the 
Department of Defense in the manner described, but this require ane 
would terminate 2 years from the date of sale or on June 30, 1969, 
whichever date occurs first. 
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Under present lew, the Corporation has authority to secure 
advances, in an amount which may not exceed $9 million in the 
aggregate, from a revolving fund in the ‘Treasury which is intended 
to finance capital investments and on which full interest is paid by 
the Corporation. Of this authorization, $6,513,000 has been appro- 
priated, leaving an authorized balance of $2,487,000. We propose, in 
section 2 of the enclosed substitute bill, that the gross authorization 
for this purpose be increased from $9 million to $11 million. The 
required authorization cannot be precisely computed in advance, nor 
does it need to be, since any advances must be individually appro- 
priated by the Congress, and interest paid thereon. The immediate 
needs which can now be foreseen include the cost of considerable 
rehabilitation and replacement of outmoded machinery and other 
equipment in the sugar mill, and probable expansion of the investment 
in electric facilities to meet a growing power load. 

Additionally, the enclosed bill in section 6 proposes that the Cor- 
poration have direct borrowing authority from the Treasury, within 
such amounts as may be approved in appropriation acts, ‘for the 
specific purpose of constructing, operating, and maintaining salt water 
distillation facilities in St. Thomas. ‘The maximum amount which 
could be borrowed for this purpose would be $2 million. The facilities 
constructed would be used to supply water for sale either to the 
government of the Virgin Islands or to persons purchasing directly 
from the Corporation. With one exception, water distribution facili- 
ties in St. Thomas are wholly owned by the Virgin Islands govern- 
ment, so that most of the distilled water would necessarily be sold to 
the local government for resale to private purchasers. At the former 
Navy submarine base and air facility, however, the distribution system 
is owned by the United States and is now operated by the Corpora- 
tion, pursuant to a permit from this Department. With respect to 
water users on that property, the C orporation would therefore act as 
distributor and seller to private customers. Such sales would, 
however, be comparatively negligible. 

Most sales of distilled water, hennoasently, would be made to the 
territorial government. The language contained in section 6 of 
the proposed bill requires that, ae to the borrowing of any funds 
by the Corporation under this authority, the territorial government 
would have contracted to purchase a minimum quantity of water at 
rates established by the Corporation. Under the proposed language, 
these rates would be required to cover, as a minimum, all costs of 
construction, operation, and maintenance, including depreciation and 
the payment of interest on the Corporation’s indebtedness in con- 
nection with the facilities. The Corporation’s obligations to the 
Treasury would be required to be redeemed within a period of not to 
exceed 20 years. 

Section 3 of the enclosed proposed substitute bill would eliminate 
existing authorization for appropriations to meet future deficits. qT le 
present law permits the appropri: rer in advance of sums estim# 
to be required to meet deficits expected to be incurred. This provision 
has never worked well, partly because it has not been possibte to 
estimate such future deficits with any degree of accuracy, and parily 
because of a general reluctance to provide funds for such a purpose 
until the aed for them is known. For those reasons, it is suggested 
that deficit appropriations be authorized only for those deficits already 
known to have been incurred, 
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Finally, proposed section 4 provides that the Administrator e the 
Small Business Administration shall replace on the Board the Chair- 
man of the Reconstruction Finance Corporation (an agency which 
no longer exists) 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


A BILL To amend the Virgin Islands Corporation Act (63 Stat. 350), and for other 
purposes 

Be it enacted by the Senate and House of Representative of the United 

Siates of America in Congress assembled, That “<—ay t (a) of the Virgin 


Islands ¢ orporation Act (63 Stat. 350, 352, 48 U. »., sec. 1407¢ (a)) 
is hereby to read as follows: 

a) ‘To have succession until June 30, 1969, unless sooner dissolved 
by Act of Congress \t such time as the Board of Directors finds that 
the economic development of the Virgin Islands of the United States 
will be served effectively by the sale of some or al! of the assets of the 


Corporation to private enterprise, suc h disposal may be effected, and 
for this purpose the Board of Directors is authorized to sell any or all 
such assets at such time as it considers appro} yriate for a fair an d 


reasonable value, without regard to the provisions of the Federal 
Property and Administrative Services Act of 1949, as amended, 


) (a) of the Virgin Islands Corporation Act (63 Stat. 
550. 353. 48 I S.C... see. 1407e (a)) is hereby amended by striking 
out the figure “$9,000,000” in both places where it appears therein and 
inserting in lieu thereof the figure $11,000,000” 


Sec. 3. Section 8 (a) of the Virgin Islands Corporation Act (63 


Stat. 350, 354, 48 U.S. C., see. 1407¢ (a)) is hereby amended to read 
as LOLLOW 
a) Appropriations are authorized for payment to the Corporation 
in the form of a grant of such amounts as may be necessary to cove! 
incurred in the conduct of its activities which are included in 
the annual budget as predominantly revenue producing.”’ 

Sec. 4. The first paragraph of section 9 of the Virgin Islands 
Corporation Act (63 Stat. 350, 35: 48 U.S. C., see. 1407h) is hereby 
umended by striking out the words “the Chairman of the Reconstruc- 
tion Finance Corporation” and inserting in lieu thereof the words 
‘the Administrator of the Small Business Administration.” 

Src. 5. (a) The Secretary of the Navy is hereby authorized and 
directed to transfer and convey to the Virgin Island Corporation 
without reimbursement, the power-generating facilities located at the 
Marine Corps air facility and naval submarine base, Saint Thomas 
Virgin Islands, together with all the land, buildings, structures, facil- 


ities, distribution lines, fuel tanks, and equipment appurtenant thereto 
and necessary for the operation thereof. 

(b) Upon the transfer and convevance of such real and personal 
property to the Virgin Islands Corporation, the interest-bearing 
investment of the United States in the C orporati yn shall be increas od 
by the appraised value of such property based on cost less (a) deprecia- 
tion, (b) the added cost of national defense features, and (c) improve- 


9 
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ments and additions made by the Virgin Islands Corporation, as 
_—— od by the Bureau of the Budget 
The Virgin Islands Corporation shall be required to supply to 

ie De partment of Defense until June 30, 1969, all power required by 
such Department in Saint Thomas up to the amount of the designed 
capacity of the plant on January 1, 1948. Such power shall be supplied 
at cost to the Corporation (based on the value ascertained in accord- 
ance with subsection (b)), including depreciation and interest on 
investment. If the facilities described in subsection (a) of this section 
are disposed of pursuant to section 4 (a) of the Virgin Islands Corpora- 
tion Act, the purchaser of such facilities shall be required to comply 
with this subsection (c), the same as if the disposal had not been ma de, 
until two years from the date of such disposal or until June 30, 1969, 
whichever occurs first. 

Sec. 6. Section 4 of the Virgin Islands Corporation Act (63 Stat. 
350, 352, 48 U.S. C., sec. 1407c) is hereby amended by adding at the 
end thereof the following new subsections (0) and (p 


‘(o) To construct. operate and maintain salt water distillation 
facilities in St. Thomas, Virgin Islands. Such facilities shall be used 
to supply water for sale to the Governinent of t Virgin Islands and 
to persons purchasing directly from the Corporation: /; , That 
such facilities shall not be constructed until the Government of the 
Virgin Islands has contracted to purchase a minimum quantity of 
water at rates established by the Corporatio Phe rates established 
by the Corporation for sale of water shall be ealeulated to cover. as a 
minimum, all costs of construction, operation, and ‘eof such 
facilities, including but not limited to depreciation and p: ent of 


interest on the Corporation’s indebtedness in connection with the 
facilities. 
“(p) To borrow from the Treasury of the United States, within such 


amounts as may be approved in appropr on acts, for the sole 
purpose of constructing, operating, and maintain the faciities 


authorized in subsection (0) of this section, sums of | ey not to 
exceed a total of $2,000,000. For this purpose the Corporation may 
issue to the Secretary of the Trea lebent | 

=— obligations to be redeemab 
before ma urity in such manner as may be stipulated in 1 obliga- 
tions: Provided, That all such obligations shall be redeemed within a 


period of not to exceed twenty years from date of issuance out of 
revenues from the sale of water. Each such « shall bean 
interest at a rate determined DY the Secret: ry ol » Treas EY; taking 
into consideration the current average market vields on outstanding 
marketable obligations of the United State having comparable 
maturities. The Secretary of the Treasury is authorized and directed 
to purchase any obligations of the Corporation to be issued hereunder 


and, for such purpose, the Secretar 
use as a publie-d bt transaction the proe ds from he sale of any 
| 


securities issued under the S cond | erty Bor d Act, as amended, and 


the purposes for which securities may be issued under the Second 
Liberty Bond Act, as amended, extended to include any purchases 
of the Corporation’s siiadiawk Goma 
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TREASURY DEPARTMENT, 
Washington, April 18, 1957. 
Hon. Criatr EnNG.ie, 
Chairman, Committee on Interior and Insular Affairs, 
Hou of Ri pre S¢ ntative 8, Wash ington, D. & 

My Dear Mr. CuatrmMan: Reference is made to your letter of 
March 12, 1957, requesting the views of this Department on H. R. 
5643, H. R. 5680, H. R. 5683, and H. R. 5688, bills to extend the 
charter of the Virgin Islands Corporation to June 30, 1969. 

The bills are identical and would amend subsect ion (a) of section 4 
of the Virgin Islands Corporation Act (63 Stat. 350, 352; 48 U.S. C. 
1407¢) to provide that the Corporation would have succession until 
June 30, 1969, unless sooner dissolved by act of Congress. Under 
existing law the Corporation has succession until June 30, 1959, 
ul less sooner disst Ved DV act of Congress. 

The Corporation has the responsibility for encoureging and pro- 
moting the investment of private capital in industrial, agricultural, 
and commercial enterprises in the Virgin Islands and otherwise con- 


ducts activities to promote the economic development of the islands. 
Existing authority will expire on June 30, 1959, and the Treasury 


believes that the Corporation’s authority to carry on its activities 
provided in the bills. 

The Department ca in advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee 

Very truly yours, 
RANDOLPH BurGeEss, 
Acting Secretary of the Treasury. 


& 
4 


DEPARTMENT OF AGRICULTURE, 
Wash ington, D~. C.. May 29, 1957. 
Hon. Ciairn ENGLE, 
( ha rma? , Comn ittee on In terior and Insular Affairs, 
House O} Ri prese ntatin S, 

Drar ConcressMAN Encue: This is in reply to your request of 
March 12, 1957 for a report on iH. BR. 5643. HB. EB. 5680, H. R. 5683, 
and H.R. 5688. The bills are identical and would extend the charter 
of the Virgin Is lands C orporation for a period of 10 years from June 30, 
1959. to June 30, 1969, unless sooner dissolved by act of Congress. 
The Corporation, wid has broad powers to promote the economic 
development of the Virgin Islands and the general welfare of its 
inhabitants, has as its principal activities the production of sugarcane 
and raw sugar and the gene ration and distribution of electric power, 
This Department recommends that one of these bills be enacted into 
law. 

In principle, the Department is opposed to Government ownership 
and operation of sugar production facilities. However, exceptional 
circumstances pertain to the Virgin Islands Corporation that may 
warrant a 10-year extension of its succession subject to prior dissolu- 
tion by act of Congress. In the past 23 years over $10 million of 
Government funds have been invested in the Corporation and its 
predecessor company. Over $4 million of this investment has been 
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Section 8 (a) of the Virgin Islands Corporation Act authorizes pay- 
ment to the Corporation annually from appropriations of the Federal 
Government, in the form of a grant, of such amounts as may be 
necessary to cover losses sustained by the C orporation in the conduct 
of its activities. We believe that the Corporation’s losses should be 
financed by the government of the Virgin Islands out of matching fund 
grants made available to the insular government by the Federal 
Government under section 28 (b) of the Revised Organic Act of the 
Virgin Islends (26 U. S. C. 7652 (b) (3)). The necessary funds, _ 
amounts approved by the C ongress, aa ‘ be reserved by the Secretar 
of the Interior. Under such a procedure, the Congress could a 
continue the appropriation of Federal funds to carry on the activities 
of the Corporation. 

We do not intend that the adoption of this proposal should give 
the insular government any equity in the Corporation’s assets or 
entitle it to any voice in the manegement of the Corporation’s affairs 
at the present time. At such time, however, as the government of the 
Virgin Islands demonstrates its ability to satisfactorily manage its 
responsibilities, we believe that consideration should be given to 
transferring the Federal Government’s equity in the Corporation to 
the government of the Virgin Islands either with or without considera- 
tion as the Congress may decide. The book value of the Federal 
Government’s equity in the corporation at June 30, 1957, was 
$7,710,662. In the event that it is determined that the Federal 
Government’s equity in the Corporation should be sold to the insular 
government, we believe that all of the Corporation’s assets should be 
appraised at the then current fair market value. 

Accomplishment of the transfer of the financial responsibility and 
the eventual management responsibility of the Government from the 
Federal Government to the insular government would require further 
amendment of the Virgin Islands Corporation Act and the Revised 
Organic Act of the Virgin Islands. We believe, however, that these 
matters should be given serious consideration by the C ongress in its 
consideration of H. R. 5643. 

ther than the statements appearing above, we have no objection to 
the enactment of H. R. 5643. 

Sincerely yours, 
JosepH CAMPBELL, 
Comptroller General of the United States. 


ComprroLLeR GENERAL OF THE UNITED STATES, 
Washington, May 5, 1958. 
Hon. Cratr ENG Le, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CuarrmMan: On April 28, 1958, at the request of your 
staff, we commented ona 2 draft subs eats bill prepared by the Depart- 
ment of the Interior for H. R. 5643, 85th Congress, a bill to extend 
the charter of the Virgin Islands Corporation to June 30, 1969. 

“he provisions + of the substitute draft prepared by the Department 
of the Interior together with other amendments have been incorporated 
in H. R. 12226. We have received an informal request from your 
staff to furnish amendatory language to H. R. 12226 which will ime 


3 
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plement the suggestions made in our letter of April 28, 1958. In that 
letter we made comments on several sections of the substitute bill 
prepared by the Department of the Interior and for the most part 
these matters have been taken care of in H. R. 12226. Only our sug- 
gestions on sections | and 5 of the substitute draft by the Department 
of the Interior require implementation in the present bill. These sec- 
tions now 2ppear as sections 1 and 7 of H. R. 12226 and we are furnish- 
ing a draft of language amending these sections only. 

The langus in our suggested amendment to section 1 is slightly 
different than as was suggested in our letter of April 28, 1958, in that 
it would permit the Committee on Interior and Insular Affairs of the 
Hiouse of Re presentatives and the Senate to consider the disposal plan 
after all contracts and commitments had been made by the prospect- 
ive purchaser and the Corporation rather than prior thereto. Thus, 
any prospective purchaser would be completely committed to pur- 
chase when the di osal matter is before the committee for considera- 


LION. 

We again suggest that youl committee n ay Wish to obtain the views 
of the Department of Defense on the desirability of amendment to 
Si ion 7 

] 
Sincerely yours, 


JOSEPH CAMPBELL, 
Comptrollei General of the United States, 


LANGUAGE To Amenp H. R. 12226, 85rH Concress, To 
Errecr SuGGEsTIONS MaApbE BY THE COMPTROLLER 


SECTION 1 
On page 2, line 5, of H. R. 12226, after the word “law,” 


isposal made by the Board of Directors 

he expiration of 45 days (exclusive of 
1e House of Representatives or the Senate 
is not in session because of adjournment of more than three 
lays to a day certain) from date on which the dispesal plan 
has been submitted to the Committees on Interior and 
Insular Affairs of the House of Representatives and the 
C 


; 


unless sooner disapproved.” 


SECTION 7 


On page 6 delete all werds appearing after the word ‘to” 
| ] 1 


on line 17 and all of the werds on lines 18, 19, and 20 and 


substitute the following 
“supply to the Department of Defense all electric power 


required by such Department in Saint Thomas up to the 
amount of the designed capacity of the plant on January 1, 
1948, during the remaining life cf the power facilities at the 


time of removal from Government ownership.” 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H R. 12226, as amended. 





AMENDING THE VIRGIN ISLANDS CORPORATION ACT 15 
CHANGES IN Existina Law 


In compliance with subsection (4) of rule XXIX of the Stand- 
ing Rules of the Senate, changes in existing law made by the bill, 
H. R. 12226, as re ported, are shown as follows (existing law proposed 
to be omitted is enclosed in black brackets; new matter is printed in 
italic; existing law in which no change is proposed is shown in roman): 


Act oF JUNE 30, 1949 (63 Stat. 350: 48 U. S. C. 1407) 


That, in order to promote the general welfare of the inhabitants of 
the Virgin Islands of the United States through the economic develop- 
ment of the Virgin Islands, there is hereby created a body corporate 
to be known as the Virgin Islands Corporation, hereinafter referred to 
as the “Corporation”. The Corporation shall be subject to the gen- 
eral direction of the President of the United States, or the head of 
such agency as he may designate as his representative. 

Src. 2. The Corporation shall have its principal offices in the Virgin 
Islands and in the District of Columbia and shall be deemed, for pur- 
poses of venue in civil actions, to be an inhabitant of each of these 
jurisdictions. The Corporation may ablish offices in such other 
place or places as it may deem cena aiaen or appropriate in the conduct 
of its business. 

Sec. 3. Subject to the provisions of the Government Corporation 
Control Act, the Corporation is authorized to engage in the following 
activities when it finds that such activities will further the purposes 
of this Act and will not conflict with the encouragement and promotion 
of private enterprise in the Virgin Islands: 

(a) To examine, investigate, and conduct research and experimenta- 
tion in the marketing, distributing, advertising, and exporting of 
products or resources of the Virgin Islands, and to make known the 
results of such activities. 

To encourage and promote the investment of private capital in 
industrial, agricultural, commercial, or related enterprises, under- 
takings, or activities in the Virgin Islands. Insofar as may be possible 
without jeopardizing the maximum development of the industrial, 
agricultural, commercial, and related resources of the Virgin Islands 
for the public good, the Corporation shall formulate its policies so as 
to encourage and promote the investment of capital owned by residents 
of the Virgin Islands. 

(c) To engage in land-use planning to the end that the most 
economic and socially beneficial use may be made of the soil of the 
Virgin Islands and to encourage and assist private persons and 
organizations to act in accordance with the results of such planning. 

(d) To encourage and engage in the business of providing, whenever 
adequate facilities are not otherwise available, transportation for 
persons and property between the Virgin Islands and to and from the 
Virgin Islands, Puerto Rico, and Tortola. 

(e) To encourage, promote, and develop, and to assist in the 
encouragement, promotion, and development of, tourist trade in the 
Virgin Islands. 

(f) To encourage the establishment and development of small farms 
and small farm communities in the Virgin Islands, and, for that pur- 
pose, to construct, equip, improve, and supervise such small farms or 
communities and to give other assistance to them. 
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¢) To make loans to any person for the establishment, mainte- 
nance, operation, construction, reconstruction, repair, improvement, 
or enlargement of any industrial, commercial, agricultural, or related 
nterprise, undertaking, or activity in the Virgin Islands whenever 
loans are not available from private sources. All loans so made 
shall be of such sound value or so secured as reasonably to assure 
repavment, taking into consideration the sale v of the C‘oneress that 
the lending powers of the Corporation sh: iL be administered as a means 
for accomplishing the purposes stated in section 1 of his Act, and shall 
bear interest at a rate not exceeding 6 per centum per annum. It 
shall be the general policy of the Corporation to estab = interes t 


\ 


rates on loans, subject to the foregoing limitations, t! 
ment of the Board of Directors, will at least cover the lad st cost of 
funds to the United States Treasury, other expenses of the s adicaa 
activities of the Corporation, and a risk factor which, over all, should 
provide for losses that may materialize on loans. The loans made 
under the authority of this paragraph outstanding at any one time shall 
not exceed a total of $5,000,000. 

h) To establish, maintain, operate, and e ngage in, upon its Own ac- 
eount, any appropriate enterprise, undertaking, or activity for the 
development of the industrial, commercial, eiiitan agricultural, live- 
stock. fisher or forestry resources of the Virgin Islands: Provided, 

! Corporation shall not engage in the manufacture of rum 
or othe aleoholie be ve rag res. 

Si 1. The Corpor ation sha li have, and may exercise, the following 


general powers in carrying on the activities specified in section 3 of 


at. in e judg- 


[(a) To have succession until June 30, 1959, unless sooner dissolved 
by \et of ( ‘ongress. J 

a To har SULCCE SSiON —_ June ou. 1969 } h¢ SOONneEI dis ( lved 

Act of Conaress. At such time as the Board of D ctors finds that 
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! irchase ( y assets so placed on sale at a —P Ce 77CeS not to exce d 
the amount bid by the highest resp nsible bidder. 
b) To adopt, alter, and use a corporate seal, which shall be judi- 
‘ ially noticed. 
To adopt, amend, and repeal bvlaws SOV ¢ rnine the coi duct of 
its business, the performance of the powers and duties ranted to or 


imposed upon it by law. 
d) To sue and to be sued in its corporate name 
e) To determine the character of and the necessity for its obliga- 
tions and expenditures and the manner in which they shall be incurred, 
allowed, and paid, subject to the laws applicable specifically to 
Government corporations. 
(f) To acquire, in any lawful manner, any property— real, personal, 
or mixed, tangible or intangible—to hold, 1 


lalntain, use and operate 
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the same; and to sell, lease, or otherwise dispose of the same, whenever 
any of the foregoing transactions are deemed necessary or appropriate 
to the conduct of the activities authorized by this Act, and on such 
terms as may be prescribed by the Corporation. 

(z) To enter into and perform such contracts, leases, cooperative 
agreements, or other transactions with any agency or instrumentality 
of the United States, or with any State, Territory, or possession, or 
with any political subdivision thereof, or with any person, firm, asso- 
ciation, or corporation, as may be deemed necessary or appropriate 
to the conduct of the activities authorized by this Act, and on such 
terms as may be prescribed by the Corporation: Provided, That in no 
case shall the Corporation contract to undertake an activity for any 
agency or instrumentality of the United States, or for any State, 
Territory, or possession, or for any political subdivision thereof, unless 
the latter is authorized by law to undertake such activity and fur- 
nishes the funds for such purposes. 

(kh) To execute all instruments necessary or appropriate in the 
exercise of any of its functions. 

(i) [To appoint, without regard to the provisions of the civil-service 
laws, such officers, agents, attorneys, and employees as may be neces- 
sary for the conduct of the business of the Corporation; to delegate to 
them such powers and to prescribe for them such duties as may be 
deemed appropriate by the Corporation; to fix and pay such compensa- 
tion to them for their services as the Corporation may determine, 
without regard to the provisions of the classification laws except to the 
extent that these laws may be extended to the C orporation by the 
President of the United Siatea: and to require bonds from such of 
them as the Corporation may designate, the premiums therefor to be 
paid by the Corporation.] To appoint, without regard te the provisions 
“ the civil-service laws, suek officers, agents, attorneys, a nd employees as 
may be necessary fo the conduct of the business of the Corporation; to 
delegate to them such powers and to prescribe for them such duties as may 
be deemed appropriate by the Corporation; to establish an efficiency or 
mer it rating cyst m, as may be desirable; to fix and pay such compensa- 
tion to them for their sermeces as the Corporation may determine, without 
i. to the aed ns of the classification laws except to the extent that 
these laas m ay he exte nded to the Corporation hy the President of the 
United States: uithout regard to the Provisions of a y other law, to estab- 
lish hours of work. condition s re the payme nt of compe nsat ion for 
0 verti rlé hours. and i orki ing rule S and workr vig conditions ge nerally; and 
to require bonds from such of them as the Corporation may designate, the 
premiums there fo rto be pair / by the ¢ ‘or poration. In the appointme nt of 
officials and the selection of employees for said Corporation, and in the 
promotion of any wach officials or employees, no political test or 


qualification shall be permitted or given consideration, but all such 
appointments and promotions shall be given and made on the basis of 
merit and efficiency. Any member of said board who is found by the 


President of the United States or his representative to be guilty of a 
violation of this section shall be removed from office by the President 
of the United States, and any appointee of said board who is found by 
the board to be ouilty of a violation of this section shall be removed 
from office by said board. Persons employed by the Corporation 
shall not be included in mi aking computations pursuant to the provi- 
sions of section 607 of the Federal Employees Pay Act of 1945, as 
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amended. The Corporation shall give due consideration to residents 
of the Virgin Islands in the selection and promotion of its officers and 
employees. 

. T 1 Pees eee Pe So fe : . ) r} 

}) 10 Use the United States mails in the same manner and under 
the same conditions as the executive departments of the Federal 
Government 

(k) To have, in the payment of debts out of bankru 


‘ *~ “ihe 
estates, the priority of the [ nited states 


pt or insolvent 


1) To aecept gifts or donations of services, or of property —real, 
personal, Ol mixed, tangible o1 intangibl in aid Of anv otf tone activi- 
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years from date of issuance out of revenues from the sale of water and 
power. Each such obligation shall bear interest at a rate determined by 
the Secretary of the Treasury, taking into consideration the current average 
market yields on outstanding marketable obligations of the United States 
having comparable maturities. The Secretary of the Treasury i is author- 
ized and directed to purchase any obligations of the Corporation to be 
issued hereunder and. for such purpose, the Secretary of the Treasury is 
authorized to use as a public -debt transaction the proceeds. from the sale of 
any securities issued under the Second Liberty Bond Act, as amended. 
and the A poses Jo which securities may be issued unde r the Second 
Li herty J Pond . lc t, as amended, are éaute nded to include ary purchases of 
the oa eeee 8 obligations here ene 

Si The Corporation in rying on the actiy ities authorized 
by this yore hall utilize, to a ant practicable, the available serv- 


ices and facilities of other az ne ‘ ang instrumentalities of the Federal 
Government or of the governm« of the Virgin Islands; and shall not 


engage in any undertaking which substai tially duplic ales an under- 


eae i acl Sela d S Aste t] : ye . waht 
Previously Villlatved ana Currenculy ob ine “ee en uted within the 

* Y y ? J ? = 4 

Vi Jin tsiahnhads OV airy ued) Aageney rinstrumen tality. 


Ie t a Th ( rporati yr) nulhe ae LO obtain money from 
the Tre asury of thie { iited State 3, 1oOr use in the peri rmMance ot thie 
powers Al ra duti 3 oranted to or biniead | On) if by law not to exceed 

LO dS pgianieat, polis ng etna titi dike at wise onetime, For 
this purpose appropriations not to exceed [$9,000,000] $77,000,000 
reby authorized to be made to a rey lv ing fund in the Trea 
Ldvane hall be made to the Corporation from the revolvt 
I whe equested by the Ce rporati ae Not to exe ‘ed : total ( 
$2,750,000 shall be appropriated under any authority contained in 
Act for the period ending June 30, 1951, comprising the fiscal 

i A i! | 195] 

As the Corpora ion repay he amounts taus obtamed from the 

yavyments shall be made to the revolving fund 

. ‘The Corporation is hereby authorized to use its funds, 

1 vhatoys ouree derived. in the exer of its corporate powers 

( yn) / led. | ( } That i Corporation hall ot 

| i 1) OT ne Ll ( Lie r activi ) inclu ted 

hu { ! an ibmitted to the Congres pursuant to se ion 

| (; oO} ( on ¢ | Vet. exeep } \or- 

ized | icted by the Cone te d program 1s 

i] or recent wh 1) the Con rress | not in 5 3101 upon find- 

Oo macs | (' pe ractlo i cd approved hy the President ol the 

| i | Ii bike ( ( eCNXIST which it] tifies the under 

yr of new tvpes of activities authorized by this Act, but not 

included in the budget program. Such finding and emergency action 

sha lh rep ried to the Congress by {]} Pre ident, and appropriations 
for th expehses Oj such eme rveney action are h reb é ithorized 

b) The Corpor mn shall pay mto the Treasury as miscellaneous 
receipts interest on the advances from the Treasury provided for by 

i {) ' of this Act: on tnat part oO] the Government’s in st 
ed by 1 value, at the time of transfer of the property 
and other assets transferred, less the liabilities assumed, pursuant to 


section 10 of this Act; and on the net value , as approved by the Diree- 
tor ol thre Buren of the Bud eT, of ANY propert and assets, the 


ownership of which hereafter may be transferred by the Government 
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to the Corporation without cost, or for consideration clearly not 
commensurate with the value received. The Secretary of the Treas- 
ury shall determine the interest rate annually in advance, such rate 
to be calculated to reimburse the Treasury for its cost, taking into 
consideration the current average interest rate which the Treasury 
pays upon its marketable obligations. 

The Corporation shall after June 30, 1949, contribute to the 
civil-service retirement and disability fund, on the basis of annual 
billings as determined by the Civil Service Commission, for the 
Government’s share of the cost of the civil-service retirement system 
applicable to the corporation’s employees and their beneficiaries. 
The Corporation shall also after June 30, 1949, contribute to the 
Employees’ Compensation Fund, on the basis of annual billings as 
determined by the Federal Security Administrator for the benefit 
payments made from such fund on account of the Corporation’s 
employees. The annual billings shall also clude a statement of the 
fair portion of the cost of the administration of the respective funds, 
which shall be paid by the Corporation into the Treasury as miscel- 
laneous receipts. 

Sec. 8. [(a) Appropriations are hereby authorized for payment to 
the Corporation in the form of a grant, in such amounts as may be 
estimated in advance in the annual budget as necessary to cover 
losses to be sustained in the conduct of its activities which are included 
in the annual budget as predominantly revenue producing. The 
Corporation’s annual budget program shall specifically set forth any 
loss sustained in excess of the grant previously made for the last 
completed fiscal year. Appropriations are hereby authorized for 
payment to the Corporation to cover such additional losses incurred. J 
(a) Appropriations are authorized for payment to the Corporation un 
the for m oJ a grant of such amounts as may be rece need! lo cover losses 
incurred in the conduct of its activities which are included in the annual 
budget as predomin antly revenue produci ng. 

(b) Appropriations are also authorized for payment to the Corpo- 
ration in the form of a grant, to be accounted for as general funds of 
the Corporation, in such amounts as may be necessary to el 
expenses to be incurred for spec ific programs which are included i 
the annual budget as not predominantly of a revenue- producing 
character: Provided, however That (1) in the case of activities of a 
predominantly non-reve ‘nue-producing character the expenses shall 
not exceed the amounts of the grants for these activities, and that 
(2) the fants granted under this subsection shall be expended only 
upon certification by a duly authorized certifying officer designated 
by the Corporation, and the responsibilities and liabilities of such 
certifying officer shall be fixed in the same manner as those of certifying 
officers under the Act of December 29, 1941 (55 Stat. 875), as amended 
(31 U.S. C. 82b-¢ 

(c) The Board of Directors shall have the power and duty to 
appraise at least annually its necessary working capital requirements 
and its aaanalits foreseeable requirements for authorized plant 
replacement and expansion, and it shall pay into the Treasury of the 
United racy any funds in excess thereof. Such payments shall be 
applie dl, first, to reduce the balance attributable to advances outstand- 
ing under section 6 (a) and, second, to the Government’s investment 
represented by the value of the net assets transferred under section 
10 of this Act and any subsequent similar investments by the Govern- 
ment in the Corporation. 
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Sec. 9. The management of the Corporation shall be vested in a 
Board of Directors consisting of seven members, including the Secre- 
tary of the Interior, the Secretary of Agriculture, [the Chairman of 
the Reconstruction Finance Corporation J the Administrator of the 
Small Business Adminis'ration, the Governor of the Virgin Islands, 
and three experienced businessmen who shall be appointed by the 
President of the United States. 

The Board shall scleet its Chairman. The appointed directors shal] 
serve for a period of six years, execpt that (1) any director appointed 
to fill a vacancy occurring prior to the expiration of the term for which 
hh 5 predec ssor Was appointed, shall be appointed for the remainder 
of such term, and (2) the terms of office of the directors first taking 
office after the date of enactment of this Act shall expire, as designated 
by the President at the time of appointment, one at the end of two 
years, one at the end of four years, and one at the end of six years, 
after the date of enactment of this Act. Qualifications of Board 
members shall include demonstrated ability, attachment to the public 
interest, impartiality, and diversified experience amone its members, 
T he Board shall be re sponsih le for over-all policy making and general 
supervision. The Board shail meet at least quarterly, at least one of 
which meetings each year shall be held in the Virgin Islands. The 
Board of Directors shall act only by a majority vote of those prese nt 
at a meeting attended by a quorum, and such quorum shall consist of 
ject to the foregoing limitation, vacancies in the 
membership of the Board shall not affect its power to act. The 


rou! directors Subj 


directors shall receive no Saial’y for their services on the Board, bit 
under regulations and in ameunts ei eserihed by the Board, with the 
approval of the Pre alas 0 bli representative, may be paid by the 
Corporation reasonable per dieis fees, and allowanccs in lieu of sub- 


sistence expenses, for attendance at meetings of the Board and for 
time spe nt on official service of the (¢ nee av imny es. and their er ee 
travel expenses to os from meetings or when uy 
ico, without reeard to the Travel ene Act of 1949, The ales. 
trative a shall be centered in a staff of full-time executive offi- 

‘rs headed by a President appointed by the Board. The Presidert 


shall be 1 responsib le to the Board for the execution of programs and 
} of 


pon such official serv- 


poli ies ad ypted ek th Poard and for thie lay-t o-day Cpe rat ns 
the Corporation. Be ‘tween meetings of the Bos vd, the c hairman shall 
see that the Corporation faithfully executes the programs and policies 
adopted by the Board. 

Sec. 10. (a) There is hereby transferred to the Corporation the 
followine property: 

(1) All property-—real, personal, and mixed—now operated by the 
Virgin Islands Company on behalf of the United States, except the 
property now operated by that Company for the Department of the 
Interior which was conveyed to that Department by revoe — permit 
from the Navy Department under agreement dated January 1, 1948. 
The value of the property so transferred shall be fixed at les depre- 
ciated cost as of June 30, 1947, shown in schedule 1 of the Comptroller 
General’s report on the audit of the Vi irgin Islands Company for the 
fiscal vear ended June 30, 1947, adjusted for all changes from that 
date to the date of transfer, including depreciation at the rates set 
forth in said schedule 

(2) All the assets and propertv—teal, personal and mixed, tangible 
and intangible——of the Virgin Islands Company. The value of the 
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property so transferred shall be fixed at the value shown on the books 


of the Virgin Islands Company at the date of transfer, subject to any 


adjustment deemed necessary as a result of the audit required to be 
i] ' nivnilo: ne i ro is 105 { si 
ma pv the Comptrolie General under section 105 of the Government 
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tion 1 of the Viren Islands Corporation Act if, after i ive stigatio i he 
finds that such valuation is excessive and unreasonable, and any such 
reduction in valuation, together with the findings on which it is based, 
shall not be reviewable by any court. The Virgin Islands Corporation 
shall also pay into the municipal treasuries of the Virgin Islaods 


amounts equal to the amounts OL a Ly taxes of veneral application 


which a private corporation similarly situated would be required to 
pay into the said treasuries. Similar payments shall be made with 
respect to any property owned by the United States in the Virgin 


Islands which is used for ordinary business or commorcial purposes, 
and the mcome derived from any property so used shall be available 
for making such payments: Provided, however, That the payments 
authorized by this section shall not include payments 1 lieu of income 
taxes, capital stock taxes, or franchise taxes.” 

Src. 13. Section 101 of the Government Corporation Control Act 
is hereby amended by striking out the words “The Virgin Islands 
Company” and mserting in lieu thereof the words ‘Virgin Islands 
Corporation’’. 

Sec. 14. This Act shall become effective on June 30. 1949. 

Sec. 15. This Act may be cited as the “Virgin Islands Corporation 


Act’. 
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851TH CONGRESS SENATE REPORT 
2d Session No. 22 62 


*ROVIDING FOR A PERMANENT PROFESSOR OF PHYSICAL 
EDUCATION AT THE UNITED STATES MILITARY 
CADEMY 


. 8, 1958.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submisned Lee Si TY 


following 


REPORT 
. MAIN 
170 READING RCOM 


[To accompany H. R. 13 

‘The Committee on Armed Services, to whom was referred the bill 

(H. R. 13170) to amend title 10, United States Code, to provide for a 

permanent professor of physical education at the United States Mil- 

tary Academy, having considered the same, report favorably thereon 
ithout amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The proposed legislation would provide for an additional permanent 
wofessor at the United States Military Academy who under the 
supervision of the Commandant of Cadets will have immediate charge 


f the physical education program at the Academy. 


EXPLANATION OF THE BILI 


stablishment of a permanent professorship in physical educa- 
facilitate the attainment of hi gher standards in this depart- 
of instruction at the Academy. As a permanent professor, the 
ncumbent will be able t to devote bin entir career to the field of 
vhvsical education Under present conditions at the Military Acad- 
emy, in view of the tempore ary nature of his assignment, an officer 
of the lin enw to the duty of Directo i Physical Kducation 
must, in addition to keeping up to date with advances in the field 
f phvsical education, also kee p abre ‘ast in the field . military science 
erally in order to fulfill future assignments thereafter. Since 
eal education is of more than nal meportanne »at the Academy, 
cheved that the head of the department should have the pres- 
permanent professor. 
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COST AND BUDGET DATA 
Enactment of this bill would cause no budgetary increases for the 
Department of the Army. 


DEPARTMENT RECOMMENDATIONS 


This bill is pert of the Department of Defense legislative program, 
and the Bureau of the Budget interposes no objection. The Depart- 
ment letter follows: 

SEPTEMBER 18, 1957. 
Hon. Sam RayBurn, 
Spe aker of the House of Re prese ntatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to amend title 10, United States Code, to provide for a perma- 
nent professor of physical education at the United States Military 
Academy. 

This proposal is part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The proposed legislation would provide for an additional permanent 
professor at the United States Military Academy who, under the 
supervision of the commandant of cadets, will have immediate 

charge of the physical education program at the Academy, 

The present trend toward physical deficiency in the youth of 
America is a matter of concern to the Department of the Army 
and commanders at all echelons. In a fighting force, it is absolutely 
necessary that all members be in prime ph) vsical condition in order 
to perform adequately their assigned missions. ‘To meet this chal- 
lenge, the Army relies in great part on its physical education program. 
To have an effective program, however, it is absolutely essential that 
future officers be civen the training necessary to conduct troop training 
in this important subject. The physical education program at the 
Academy is designed to meet this responsibility by keeping the cadets 
in good physical condition and by giving them the proper leadership 
training. 

The establishment of a permanent professorship in physical educa- 
tion will facilitate the attainment of higher standards in this depart- 
ment of instruction at the Academy. As a permanent professor, the 
incumbent will be able to devote his entire career to the field of 
phvsical education. Under * present conditions at the Milite ary Acad- 
emy, in view of the temporary nature of his assignment, an officer of 
the line de or d to the duty of f Director of Physical Education must, 
in addition to keeping up to date with advances in the field of physica! 
education, also keep abreast in the field of military science, generally, 
in order to fulfill future eau thereafter. Since physic al educa- 
tion is of more than usual importance at the Academy, it is believed 
that the head of the department should have the prestige of a per- 
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manent professor. The need for the appointment of a permanent 
professor of physical education has been recognized by several Super- 
intendents of the Academy and a a succession of boards, including 
the Compton Board (1945), the Physical Education Board (1947), 
and the Board of Visitors i in 1949, 1950, 1951, and 1952. 


| COST AND BUDGET DATA 


The enactment of this proposal would cause no increase in the 
budgetary requirements for the Department of the Army. 
Sincerely vours, 
| Witser M. Brucker, 
| Secretary of the Army. 


CHANGES IN EXISTING LAW 


In complhance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill. 


——————— 


EXISTING LAW THE BILL 
10 U.S. C. 4331 (a) (5)) That section 4331 (a) (5), title 10, 
(5) one permanent professor of United States Code, is amended to 
each of the following subjects read as follows: 
(A) Law; “(5) one permanent professor 
| B) Ordnance; of each of the following subjects 
| “(A) Law; 
| “(B) Ordnance; and 


“(C) Physical education ;” 


| O 
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85TH CONGRESS ; SENATE REPORT 
Id Né 8sion INQ. 2263 


PERMITTING ADVANCEMENT ON THE RETIRED LIST 
OF CERTAIN PERSONS WHO RETIRED WITH 30 YEARS 
SERVICE (INCLUDING CREDIT FOR DOUBLE TIME) 


AUGUST &, 1958. Ordered LO be printed 


Mr. FLANDERS, from the Committee on Armed Services, submitted the 

. 7 UNI oiiy 
WIh?e 
following OF MICHIGAN 


REPORT HG 2y 1352 


[To accompany H. R. 7706] MAIN 
REAMING RCOM 

The Committee on Armed Services, to whom was referred the bill 
(H. R. 7706) to entitle members of the Army, Navy, Air Force, o1 
Marine Corps retired after 30 years’ service to retired pay equal to 
75 percent of the monthly basic pay authorized for the highest enlisted, 
warrant, or commissioned grade in which they served satisfactorily 
during World War I, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

On page 1, beginning with line 3, strike out over through line 3, o1 
page 2, and insert in heu thereof the following: 


That any enlisted member retired with credit for 80 years’ 
service in the Army, Navy, Air Force, or Marine Corps, 
which serviee includes double-time credit under previous 
laws for service beyond the continental limits of the United 
States between 1898 -1912, is entitled to retired or retire- 
ment pay as follows 

(1) A member retired before June 1, 1958, is entitled to 
the maximum retired or retirement pay provided at the time 
of his retirement, as thereafter increased by law, for (A) the 
erade in which he was first retired; or (B) the highest enlisted, 
warrant, or commissioned officer grade in which he served 
satisfactorily during World War [; whichever is greater 

(2) A member first retired after May 31, 1958, is entitled 
to the maximum retired pay provided by the rates in effect 
at the time of his retirement for (A) the grade in which he 
retired; or (B) the highest enlisted, warrant, or commissioned 
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officer grade in which he served satisfactorily during World 
War I; whichever is greate1 
The second amendment is on page 2, at the end of line 16, add 
new section 4 as follows: 
Src. 4. No person is entitled to an increase in retired or 
retirement pay because of this Act for any period before the 
enactment of this Act. 


EXPLANATION OF THE AMENDMENTS 


The amendments are intended to eliminate the retroactive feature 
of the bill and to make clear that the bill applies only to a small group 


of persons having overseas service beyond the continental limits of 


the United States between 1898-1912. 
PURPOSE OF THE BILL 


This bill would permit those persons enlisted before August 25, 
1912, who were given double-time credit for service beyond the 
continental limits of the United States to have their retirement pay 
based on the highest grade in which they satisfactorily served during 
World War I. 

EXPLANATION OF THE BILL 
Legislative history 

Persons who enlisted before August 25, 1912, were given double 
eredit for service performed by them outside the continental limits of 
the United States in computing their length of service for purposes of 
retirement, but not for the purpose of computing retired pay. 

Subsequent laws permitted these persons who had World War I 
service to be advanced on the retired list to the highest commissioned, 
warrant, or enlisted grade satisfactorily held, but with no increase in 
pay. Subsection 202 (d) of the Career Compensation Act of 1949 
abolished thereafter the credit of double time for any service, but 
authorized enlisted personnel with double-time credit to receive the 
maximum retired pay then or thereafter authorized for the grade 
which retired. In computing the retired pay of a retired enlisted man 
on the basis of the commissioned officer grade to which he had been 
advanced, double-time credit — not be counted. This resulted 
in cases where the person would be entitled to less retired pay as a 
commissioned or warrant officer than as a retired enlisted man. For 
this reason, a small group of retired enlisted men that had been 
advanced to a commissioned grade elected to be restored to their 
former enlisted grade in order to receive higher retirement pay. 

The Career Incentive Act of 1955 authorized the counting of 
double-time credit in computing the retired pay of retired enlisted 
men on the basis of the commissioned officer grade to which they had 
been advanced. The benefit of this act could not be received by 
those who had been restored to enlisted status for their was no 
authority for their later readvancement to commissioned or warrant 
Status. 


[fect of this bill 
This bill would permit those persons who received no benefit from 
paragraph 15 of section 2 of the Career Incentive Act of 1955 because 
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they had been restored to their ponies r enlisted grade to be readvanced 
to their former commissioned or warrant status and to have their 
retired pay recomputed to bade credit for double time on the basis 
of the highest grade satisfactorily held in World War I. 

The increase in retired pay that would result would be effective 
only from the date of enactment of this bill. 


COST DATA 


The Department of Defense was unable to estimate the cost of this 
bill. It is believed that fewer than 100 persons could be affected. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Secretary of the Army, dated July 23, 1957, indicating that the 
Department of Defense favors the purpose of this measure and that 
the Bureau of the Budget has no objection to it. 


JuLY 23, 1957. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Drar Mr. CuarrMan: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 7706, 85th 
Congress, a bill to entitle members of the Army, Navy, Air Force, or 
Marine Corps retired after 30 years’ service to retired pay equal to 
75 percent of the monthly basic pay authorized for the highest en- 
listed, warrant, or commissioned grade in which they served satisfac- 
torily during World War I, and for other purposes. The Secretary 
of Defense has delegated to the Department of the Army the respon- 

sibility for expressing the views of the Department of Defense thereon. 
| The purpose of the bill is generally as stated in its title. 
The Department of the Army on behalf of the Department of 
Defense favors enactment of the above-mentioned bill. 

H. R. 7706 conforms to the substitute bill recommended by the 
Department in lieu of H. R. 3499, 85th Congress, upon which a report 
was submitted to your committee on April 15, 1957. 

Inasmuch as the Department has recently reported on the merits 
| of H. R. 3499, supra, and without repeating in detail the historical 

development of the pertinent provisions of law, the Department 
desires to restate in general its reasons for favoring enactment of 
H. R. 7706. 

Individuals who enlisted before August 25, 1912, are given double 
credit for certain service performed by them outside the continental 
limits of the United States in computing their length of service for 
purposes of retirement. Individuals who received such credit and who 
| served creditably in World War I were entitled to be advanced on the 





retired list to the highest commissioned, warrant, or enlisted grade 
held by them during that war. However, no increase in retired pay 
was authorized by reason of such advancement. Subsequently, pro- 


vision was made that enlisted men with doub Sakae credit would be 
entitled to the maximum retired pay then or thereafter authorized 
for the grade in which they were retired. In addition, retired enlisted 
I men were authorized to receive retired pay computed on the basis of 
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the commissioned officer grade to which they were advanced. The 
Comptroller General held, however, that in computing the rétired 
pay of a retired enlisted man on the basis of the commissioned officer 
grade to which he has been advanced, double-time credit could not 
be counted as that credit may be counted only in computing length of 
service for the purpose of qualifying for retirement (29 Comp. Gen. 
220). In view of this decision, a small group of retired enlisted men 
who were adv: nced to a commissioned officer grade elected to be 
restored on the reitred list to their former enlisted grade because of 
the higher retirement pay. 

Section 2 (15), Career Incentive Act of 1955 (69 Stat. 22), authorizes 
the counting of double-time credit in computing the retired pay of a 
retired enlisted man on the basis of the commissioned officer grade to 
which he was advanced under the act of May 7, 1932 (47 Stat. 150). 
H. R. 7706 permits those persons who elected to be restored to their 
former enlisted grade, as noted above, and who thereby received no 
benefit from the 1955 act to have their retired pay recomputed, with 
credit for double time, on the basis of the highest grade satisfactorily 
held during World War I and authorizes their being readvanced upon 
the retired list to that grade. 

In view of the foregoing, the Department of the Army on behalf of 
the Department of Defense recommends that H. R. 7706 be enacted. 

No accurate estimate of the fiscal effects of H. R. 7706 can be fur- 
nished. It is believed, however, that the cost will be relatively small 
since only a few individuals will be affected. Therefore, it cannot be 
ascertained with any degree of certainty whether the provisions of 


the act of July 25, 1956 (Public Law 801, 84th Cong; 70 Stat. 652), 
are applicable. 
This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the secretary of Defense. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 


Witser M. Brucker, 
Secretary of the Army. 








Calendar No. 2329 


85TH ConerEss { SENATE REPORT 
2d Session j No. 2264 


APPROVING A REPAYMENT CONTRACT, HEART 
MOUNTAIN IRRIGATION DISTRICT, WYOMING 

iVERS..Y 
OF MICHIGAN 


SEP 2 1958 


Aucust 8, 1958.—Ordered to be printed 


MAIN 
READING ROOM 
Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 4088] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 4088) to approve a repayment contract negotiated 
with the Heart Mountain Irrigation District, Wyoming, and _ to 
authorize its execution, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


SPONSORS OF THE BILL 


S. 4088 was sponsored on July 1, 1958, by Senator Barrett (for 
himself and his colleague from Wyoming, Mr. O’Mahoney). 


TEXT OF THE BILL 


The text of the bill as reported is as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
contract negotiated pursuant to section 7 of the Reclamation 
Project Act of 1939 by the Secretary of the Interior with the 
Heart Mountain Irrigation District, which was approved as 
to form by the Department of the Interior on May 28, 1958, 
and approved by resolution of the Heart Mountain Irriga- 
tion District Board of Commissioners on March 20, 1958, is 
approved and execution thereof by the Secretary of the In- 
terior on behalf of the United States is hereby authorized 
after the contract has been approved by the electors of the 
District. 
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PURPOSE OF THE BILL 


S. 4088 would approve and authorize the Secretary of the Interior 
to execute a repayment contract for the construction costs of the 
Heart Mountain division, Shoshone reclamation project, Wyoming. 
The amount covered by the repayment contract is $7 million for the 
practically complete gravity system serving about 25,800 acres of 
urigated land, or $8 million if about 2,000 acres of additional land to 
be served by pumping are added. 

The repayment period would approximate 121 years for the gravity 
development and 122 years if the pump lands are brought under 
irrigation. 

The low productive quality of the land in the area is the basis for 
the low repayment capacity. Gross crop values are averaging only 
around $50 an acre. 

The committee notes the exceedingly long repayment periods under 
either plan and has generally gone on record against excessively 
lengthy periods. However, in this instance, the Heart Mountain 
district, although located in the Missouri River Basin area, is without 
assistance from power revenues, which are available to aid many 
other irrigation developments in that area. 

Under the circumstances set forth in the attached letters from the 
Department of the Interior and the Bureau of the Budget, the Com- 
mittee on Interior and Insular Affairs recommends approval of the 
contract and reports favorably on the bill. The understanding of the 
committee, however, is that the special circumstances relating to the 
Heart Mountain development are the motivating factor in its favor- 
able action and that the lengthy repayment’ period shall not be con- 
sidered a precedent. 


SETTLED BY VETERANS OF WORLD WAR II 


The Heart Mountain division is settled by veterans of World 
War II and was developed from a war relocation camp area, estab- 
lished in the early forties for occupation by Japanese families moved 
there under Federal supervision as a war measure. 

The area had originally been included as a division within boundaries 
of the Shoshone reclamation project which was authorized more than 
40 years ago. There are about 205 irrigated farms existing in the 
Heart Mountain district, practic ‘ally all of which are owned and 
operated by war veterans. The population of the district area is 
upward of 1,000 persons, with the development contributing to the 
support of twice that population in nearly villages and towns and to 
enhanced State and Federal tax bases. 

The gross crop returns of the district run from $14 million to 
nearly $1% million annually, but production and the operation and 
maintenance costs are high. The net return of the irrigators available 
to repay construction costs, therefore, is severely limited. 


DISTRICT APPROVES CONTRACT 


As shown by the text of the bill, the district approved the proposed 
repayment contract on May 28, 1958. 
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COMMENTS OF EXECUTIVE AGENCIES 


The Department of the Interior, in recommending enactment of 
S. 4088, advised the chairman of the committee, as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 7, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: This responds to your request for the 
views of this Department on S. 4088, a bill to approve a repayment 
contract negotiated with the Heart Mountain Irrigation District, 
Wyoming, and to authorize its execution. 

We recommend that the bill be enacted. 

4088 would approve, and authorize the Secretary to execute, on 
behalf of the United States, the proposed repayment contract with 
the Heart Mountain Irrigation District which was negotiated pursuant 
to section 7 of the Reclamation Project Act of 1939 (53 Stat. 1187, 
1192), and was approved by the electors of the district at an election 
held June 30, 1958. 

The Heart Mountain division is 1 of 4 irrigation divisions of the 
Shoshone project, and was the last division on the project to be devel- 
oped and settled. Construction was begun in 1936, and the first land 
was opened to settlement in 1946. Subse quent homestead openings 
were announced in 1947 and 1949. About 25,800 acres of irrigable 
land are now included in farm units. Additional irrigable land in the 
amount of about 2,000 acres in the North Cody and Ralston pump 
areas can be served by pumping from the Heart Mountain Canal. 
Under the proposed contract and subject to the availability of funds, 
development of these pump areas may be undertaken after the Heart 
Mountain Irrigation District advises within 10 years thet it will 
(1) accept the construction charge obligation on account of the cost of 
constructing and developing the pump areas; (2) accept the care, 
operation, and maintenance of the works serving such areas; and 
(3) cause the lands under the pump areas to be included within the 
district. An important consideration to the development of the pump 
areas is that the public lands involved would be available for exchange 
or amendment of farm units of the present settlers of the Heart 
Mountain division under procedures established by the act of August 
13, 1953 (67 Stat. 566). 

The Heart Mountain division is situated in Park County, in north- 
western Wyoming, and lies between the towns of Cody and ‘Powell on 
the north side of the Shoshone River. The water supply for the 
Heart Mountain division, as well as for the other divisions of the 
Shoshone project, is obtained from the Buffalo Bill Reservoir. Water 
for the irrigation of the lands of the division is ere through the 
Shoshone Canyon conduit and the Heart Mountain Canal. The 
Buffalo Bill Dam and Reservoir, the Shoshone Canyon conduit, and 
the Heart Mountain Canal would also serve lands of the proposed 
Shoshone extensions unit, Missouri River Basin project. 

Under the proposed contract, the district would assume a construc- 
tion obligation of $7 million for the gravity portion of the Heart 
Mountain division, which is now practically completed, or $8 million 
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if the pump areas are developed and added to the present district. 
The obligation would include the total cost of the district works as 
defined in the contract and the district’s proportionate share of the 
cost of the joint works (Shoshone Canyon conduit and the Heart 
Mountain Canal). Consistent with the act of April 9, 1938 (52 Stat. 
210), net power revenues of the Shoshone project will repay the cost 
of the Buffalo Bill Dam and Reservoir except that portion assumed 
under repayment contracts with the Shoshone and Deaver Irrigation 
Districts (Garland and Frannie divisions). The total estimated cost 
of the district works and the districi’s share of the cost of the joint 
works are summarized as follows: 


Gravity area | Pump areas Total 

Shoshone Canyon conduit iu ‘ $407, 080 $33, 230 $440, 310 
Heart Me yunt ain Canal__- 1, 404, 560 114, 640 1, 519, 200 
Pumping plants and appurtenant “works..._- 373, 800 | 373, 800 
Laterals ; " pia noe ae cal 2, 304, 000 248, 300 2, 552, 300 
Drains ___- +2. ae 7 SATO 2, 214, 650 192, 800 2, 407, 450 
General proper ty , oakvand cheat 101, 000 1, 230 102, 230 
rransitional dey velopment . ‘ 568, 710 36, 000 604, 710 

Total ‘ en SP - - 7, 000, 000 1, 000, 000 8, 000, 000 


Of the total estimated cost, through December 31, 1957, $6,548,590 
had been expended on the gravity area and $175,250 on the pump 
areas, leaving unexpended balances of $451,410 for the gravity area 
and $824,750 for the pump areas. 

The above costs do not include an operational deficit of $50,195 
which accrued during the years 1941-47, including the period during 
which the project lands and irrigation works were used largely by the 
War Relocation Authority for a relocation camp. Since ‘this deficit 
was incurred prior to the opening of any of the farm units to settlers, 
in our opinion it would be inequitable to require the present settlers 
to repay these costs. Accordingly, the proposed contract makes these 
costs nonreimbursable. 

Under the public notices opening the Heart Mountain lands to 
settlement, a 6-year development period was established, during which 
no payments toward retirement of the cost of construction of the 
irrigation system were to be required. A subsequent public notice, 
published in June 1952, extended the development period from 6 to 
10 years. In accordance with these public notices, the lands described 
in the first public notice would have been assessed for their first con- 
struction payment in 1957. However, the district and the Bureau of 
Reclamation had not yet come to agreement on the specific terms of 
a repayment contract, and the delivery of irrigation water to the lands 
of the district for the years 1957 and 1958 was thereupon authorized 
by the act of May 16, 1957 (71 Stat. 30). The district’s board of 
commissioners and the Bureau agreed that the district would levy 
assessments during the years 1957, 1958, and 1959, to accumulate an 
operation and maintenance reserve fund of $60,000 and would make 
the first assessment for construction in 1960 on all the irrigable land 
of the district. The proposed form of contract provides for this 
arrangement. 

Under the proposed contract, the district will have the option of 
selecting 1 or 2 alternative methods of determining the amount of 
the annual repayment installment. The district will advise the 
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contracting officer, prior to the date of the announcement of the first 
annual installment, which of the two methods will be used. In any 
succeeding year the district may notify the contracting officer that 
it wishes the annual installments computed by the other alternative 
method, which other method shall be applied throughout the re- 
mainder of the repayment period. The first alternative amount will 
be $58,000, which amount will be increased at the rate of $2.25 per 
acre for irrigable lands added to the initial 25,778 acres by develop- 
ment of the pump areas or otherwise. The second alternative amount 
would be determined by multiplying a base amount of $60,600 by 
the national parity ratio for the preceding year. The second alterna- 
tive amount would be similarly increased for the additional irrigable 
lands, but at the rate of $2.35 per acre. In either case, the increases 
would become effective in the sixth year following the year in which 
the first irrigation water is available for the additional lands, thus 
permitting the owners of these additional lands time to accomplish 
the proper development of the lands before they become subject to 
assessment to pay construction charges. Under the variable formula 
of the second alternative the per-acre payments would have averaged 
$2.17 for the period 1948-57 if the contract bad been in force during 
those years, $2.25 for the period 1938-57, and $2.19 for the period 
1933-57. 

The payment capacity of district lands has been estimated at $4.76 
per acre for the gravity area only, and $4.81 per acre for the gravity 
and pump areas com bined. The deduction of $2.25 per acre, to meet 
construction assessments, allows $2.51 per acre to cover the cost of 
operation and maintenance of the irrigation system of the gravity 
area only, and $2.56 per acre for the combined gravity and pump 
areas. This is somewhat less than the calculated per-acre cost at 
current cost rates, using Bureau of Reclamation standards and re- 
quirements respecting wages and hours and equipment usage, and 
assuming independent operation. However, the contract provides 
that the district will accept the care, operation, and maintenance of 
the irrigation system on or before January 1, 1960, and the Heart 
Mountain District has already commenced negotiations with the 
Shoshone Irrigation District (Garland division) toward an agreement 
on joint operation of the irrigation works of goth districts. Sub- 
stantial savings can be realized by both districts if they will operate 
jointly. In addition, should the district elect to pay its annual in- 
stallment under the second alternative (variable formula), the con- 
struction assessments would be lower than $2.25 whenever the parity 
ratio of the preceding year was 95 or less, thus leaving a larger share 
of the payment capacity to cover the cost of operation and mainte- 
nance. 

Under the first alternative method of determining the annual install- 
ments, the ee ee would be 121 years if the pump areas 
are not developed, or 127 vears if the pump areas are included. The 
length of the repayment. pe sia under the second alternative method 
(using the variable formula) is indeterminate but is estimated to be 
approximately the same as under the first alternative. Because of 
the limited payment capacity of the district lands and the absence of 
financial assistance from power revenues except for repayment of the 
district’s share of Buffalo Bill Reservoir costs, forms of repayment 
contracts authorized under existing law are not feasible or equitable 
for use in the case of the Heart Mountain Irrigation District. There- 
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fore, the proposed contract has been negotiated pursuant to section 7 
of the Reclamation Project Act of 19 39 to provide fair and sxeitabla 
treatment of the repayment problems involved and to provide an 
economically sound repayment arrangement. 

Because of the terms of repayment ; and the provision regarding the 
operational deficit which accrued during the 1941-47 period, execution 
of the proposed contract is not authorized under existing law. Ac- 
cordingly, congressional action is required to approve the contract 
and to authorize its execution on behalf of the United States. 

The Bureau of the Budget has advised that there would be no 
objection to the submission ‘of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


BUREAU OF THE BUDGET 


The comments of the Bureau of the Budget are as follows: 


Executive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeErT, 
Washington, D. C., July 31, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of July 
10, 1958, requesting the views of the Bureau of the Budget on S. 4088, 
a bill to approve a repayment contract negotiated with the Heart 
Mountain Irrigation District, Wyoming, and to authorize its execution. 

5. 4088, if enacted, would approve and authorize the Secretary of the 
Interior to execute a repayment contract negotiated with the Heart 
Mountain Irrigation District, Wyoming. The proposed contract was 
approved by the electors of the district on June 30, 1958. The De- 
partment of the Interior, in a report for transmittal to your committee, 
outlines the details of the proposed contract, the pertinent points of 
which are summarized in the following paragraph. 

The district would assume a construction cost obligation of $7 mil- 
lion for the practically completed gravity portion of the Heart Moun- 
tain division of the Shoshone project comprising about 25,800 acres 
of irrigable land, or $8 million if certain pump areas of about 2,000 
irrigable acres are developed and added to the district. Two optional 
methods of determining annual payments would be provided. Under 
the first alternative, annual payments would be $58,000 for the gravity 
portion of the district plus $2.25 per acre de velope d under irrigation 
pumping. Under the second alternative, the annual payments would 
determined by multiplying $60,600 by a national parity ratio, plus 
$2.35 for eac h acre developed by pumping. The district would select 
the desired method of determining annual payments prior to making 
the first payment, and any year ‘thereafter could shift to the other 
alternative which would have to be used for the remainder of the 
repayment period. The Department estimates that the repayment 
periods would be about 121 years if the pump areas are not developed 
and 127 years if the pump areas are included. The estimated long 
periods of repayment are attributed to very low payment capacities 
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of district lands and the absence of repayment assistance from power 
revenues. The Department expresses the opinion that the proposed 
contract provides an economically sound repayment arrangement and 
recommends that S. 4088 be enacted. 

The Bureau of the Budget believes that, in general, repayment of 
reimbursable costs on irrigation projects should be accomplished 
within 50 years. During a period of project operation exceeding 50 
years it can reasonably be assumed that 1 or more rehabilitation 

rograms will be required which would further increase the cost of 
irrigation facilities. We recognize, however, that the special cir- 
cumstances in this case preclude payout within 50 years. We would, 
therefore, not object to enactment of S. 4088. 
Sincerely yours, 
(Signed) Puitur S. Hueuss, 
Assistant Director for Legislative Reference. 


O 
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Mr. McCuetian, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany 8. Res. 362] 


The Senate Select Committee on Improper Activities in the Labor 
or Management Field, created and authorized by Senate Resolution 
74, agreed to January 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, 1st session, under the 
rules of procedure adopted by the committee on February 5, 1957, and 
further extended and authorized by Senate Resolution 221, agreed to 
January 29, 1958, of the 85th Congress, 2d session, under the rules of 
procedure adopted by the committee on February 5, 1957, and under 
the Standing Rules of the Senate, caused to be issued a subpena to 
Maurice A. Hutcheson, which was duly served on him on May 20, 
1958. Said subpena directed Maurice A. Hutcheson to appear at 10 
a. m., June 2, 1958, before the committee, at the committee room, 
Senate Office Building, Washington, D. C., and then and there to 
testify relative to the subject matter under consideration by the said 
Senate Select Committee on Improper Activities in the Labor or 
Management Field. 

The subpena served upon the said Maurice A. Hutcheson is set 
forth as follows: 

Untrep States oF AMERICA 


CONGRESS OF THE UNITED STATES 


To Maurice A. Hurcueson, reeting: 

Pursuant to lawful authority, you are hereby commanded 
to appear before the Senate Select Committee on Improper 
Activities in the Labor or Management Field of the Senate 
of the United States on June 2, 1958, at 10 a. m., at their com- 


20008 DS 








2 PROCEEDINGS AGAINST MAURICE A. HUTCHESON 


mittee room, 101 Senate Office Building, Washington, D. C., 
then and there to testify what you may know relative to the 
subject matters under consideration by said committee. 

Hereof fail not, as you will answer your default under the 
pains and penalties in such cases m: ide and provided. 

ta ao _to serve and return. 

Given under my hand, by order of the committee, this 19th 
day of May, in the year ‘of our Lord, one thousand, nine 
hundred and fifty -eight. 

(Signed) Jonn L. McCrerian, 
Chairman, Senate Select Committee on Improper 
Activities in the Labor or Manage ment Field. 


May 20, 1958. 

I made service of the within subpena by personal service on 
Francis X. Ward, legal counsel for the within-named Mau- 
rice A. Hutcheson, at Indianapolis, Indiana at 3:00 o’clock 
p.m., on the twentieth day of May 1958. 

(Signed) CuHartes W. Marrox. 

Attendance of Maurice A. Hutcheson, pursuant to the aforemen- 
tioned subpena, was had at hearings held June 27, 1958, when he ap- 
peared and testified before the committee in Washington, D. C. 

The said Maurice A. Hutcheson, having appeared as a witness and 
having been asked certain questions, which questions were pertinent 
to the subject matters under inquiry, made answer as appears in the 
record of said hearings on June 27, 1958, which record is made a part 
hereof. Excerpts of this testimony and other testimony are annexed 
hereto and designated as “Exhibit 1.” 

The committee was prevented from receiving testimony concerning 
a matter under inquiry by the committee in accordance with the terms 
of the subpena served upon the witness, as a result of the refusal of 
the said Maurice A. Hutcheson to answer questions pursuant to said 
inquiry, as appeared in the record, on the grounds that the answers 
relate solely to a personal matter not pertinent to any activity which 
the committee is authorized to investigate, and, also, that it related, or 
might be claimed to relate to or aid the prosecution of, a case in which 
he was under indictment, and thus, a denial of due process of law. 
That at no time did the witness invoke the privilege of the fifth 
amendment of the Constitution. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and, after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution re- 
quiring the United States attorney for the District of Columbia to 
proceed against the said Maurice A. Hutcheson in the manner and 


form prescribed by law. 
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UNITED STATES oF AMERICA Exuisit 1 


MAXWELL RADDOCK, PUBLISHER OF TRADE UNION 
COURIER, AMALGAMATED MEAT CUTTERS AND 
BUTCHER WORKMEN OF NORTH AMERICA, TRANSAC- 
TIONS BY UNITED BROTHERHOOD OF CARPENTERS 

* * * * * * * 
Unirep Srares SENATE, 
SeLvecr ComMirrer ON Lwproprer ACTIVITIES 
IN THE Lasor OR MANAGEMENT FIELD, 
Washington, D. C., Friday, June 27, 1958. 

The select committee met at 10 a. m., pursuant to Senate Resolution 
221, agreed to January 29, 1958, in the caucus room, Senate Office 
Building, Senator John L. McClellan (chairman of the select com- 
mittee) presiding. 

Members of the select committee present: Senator John L. Mc- 
Clellan, Democrat, Arkansas; Senator Sam Ervin, Jr., Democrat, 
North Carolina; and Senator Carl T. Curtis, Republican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; Paul J. Tierney, 
assistant counsel; Harold Ranstad, investigator; Charles E. Wolfe, 
accountant, GAO; Karl Deibel, accountant, GAO; John Prinos, 
accountant, GAO; Richard G. Sinclair, accountant, GAO; and Ruth 
Young Watt, chief clerk. 


PROCEEDINGS 


(At the convening of the session, the following members were pres- 
ent: Senators McClellan and Ervin.) 
* * * * a * * 


The Carman. Call the next witness. 

Mr. Kennepy. Mr. Hutcheson. 

The Cuatrrman. Be sworn, please, sir. You do solemnly swear the 
evidence you shall give before this Senate select committee shall be 
the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Hutrcnueson. I do. 


TESTIMONY OF MAURICE A. HUTCHESON, GENERAL PRESIDENT 
OF THE UNITED BROTHERHOOD OF CARPENTERS, ACCOMPANIED 
BY HOWARD TRAVIS, COUNSEL 


The Cuarrman. State your name, your place of residence, and your 
business or occupation. 

Mr. Hurcneson. M. A. Hutcheson, general president, United 
Brotherhood of Carpenters and Joiners of America, Indianapolis, Ind. 

The Cuarrman. Thank you very much. Mr. Hutcheson, you have 
counsel with you. Counsel, identify yourself for the record, please. 

Mr. Travis. My name is Howard Travis, Indianapolis, Ind. I 
have offices at 1011 Fletcher Trust Building. Mr. Chairman, the wit- 
ness has informed me that the bright spotlight is distracting to him, 
and I would like to request that it be turned off. 
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The Cuarrman. Well, we will turn them off if the witness coop- 
erates with us, and I assume he is going to cooperate with the com- 
mittee. For the present, you may turn off the lights. 

Mr. Travis. Thank you, Mr. Chairman. 

The Cuarmman. Proceed, Mr. Kennedy. 

Mr. Travis. I would like 

The CuatrmMan. The purpose, of course, of granting such a request 
is that the witness is endeavoring to testify, and to testify accurately 
and truthfully, and that, if the hghts are a detraction, it might inter- 
fere with his concentration; it is only proper that they be turned off. 

I have taken the position, and the committee has sustained me, that 
it does not take a great deal of concentration simply to read a state- 
ment that “if I told the truth, it might tend to incriminate me.” We 
would like to defer to every reasonable request and grant it. But 
we must reserve the right to determine what is reasonable and what 
is not, under the cir cumstances. 

Mr. Travis. I want to assure the committee that Mr. Hutcheson 
will not resort to the guaranties of the fifth amendment, and I would 
like to correct an impression that was apparently gained by the news- 
papers yesterday as to Mr. Blaier. 

It was not Mr. Blaier’s intention in his refusal, as I drafted it, to 
rely on the fifth amendment. I feel that there are other guaranties 
that a man under indictment has, including the due-process-of-law 
clause, that he must be tried only before the court where the indictment 
is pending. 

I would like to repeat for the record this morning, that it is a well- 
known fact that this witness was, together with others, indicted on 
February 18, 1958, by the grand jury of Marion C ounty, Ind., and such 
indictment is now pending i in Marion County criminal] court, division 
No. 1, cause No. CR 19429Y, and such indictment has not yet been 
tried. The indictment is in two counts. 

The Cuarrman. Mr. Counsel, is that the same indictment that was 
presented yesterday ? 

Mr. Travis. Yes, Mr. Chairman. That is the indictment which has 
been tendered to the committee. 

The CuarrmMan. We will keep that in mind. 

(At this point, Senator Curtis entered the hearing room.) 

Mr. Travis. The indictment refers to transactions occurring in con- 
nection with the sale of lands to the State of Indiana for the con- 
struction of the so-called tristate expressway in Lake County, in the 
vicinity of Gary. 

It is also well known that, in connection with that alleged trans- 
action, certain moneys were paid to the State of Indiana prior to the 
return of the indictment. The alleged transactions are purely per- 
sonal. I submit, therefore, that any inquiry by this committee into or 
about any of the facts related to or which might be related to such 
indictment and the transactions recited therein, however remote the 
same may be, and whether occurring before or after the transaction 
recited in the indictment, or as to any matter which might be attempted 
to be used in furtherance of the prosecution ther ‘eof, would be im- 
proper, without appropriate pertinency, and outside the scope of 
the investigation which this committee is authorized to make. 

It would violate and impair this witness’ rights as an American 
citizen and would be contrary—excuse me, Mr. Chairman, I feel ill. 
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May I havea recess, Mr. Chairman ? 

The Cuarrman. Yes. 

Mr. Hutcheson, you may accompany your counsel, if you wish. 

(At this point, the following members were present : Senators Mc- 
Clellan, Ervin, and Curtis.) 

( Brief recess taken. ) 

(At the reconvening of the session, the following members were 
present : Senators McClellan, Ervin, and Curtis.) 

The Cuatrrman. The committee will come to order. 

Mr. Kennepy. Mr. Chairman, we have another witness, on a matter 
which is somewhat unrelated. 

The Cuarrman. Mr. Hutcheson, you may be excused from the wit- 
ness stand, temporarily. We have another witness that we can pro- 
ceed with until you determine about your counsel, as to whether he 
can continue. 

Call the witness. 

Mr. Kennepy. Mr. Katz. 

The Cuatrman. Be sworn, please; you do solemnly 

* * * * * ~ * 

The Cuatrrman. Isthere anything further ? 

If not, thank you. Call your next witness. 

Mr. Kennepy. Mr. Hutcheson. 


TESTIMONY OF MAURICE A. HUTCHESON, GENERAL PRESIDENT 
OF THE UNITED BROTHERHOOD OF CARPENTERS, ACCOMPANIED 
BY ATTORNEYS HOWARD TRAVIS AND F. JOSEPH DONOHUE 


The Cuamman. Let the record show that Mr. Donohue also appears 
as counsel for Mr. Hutcheson, with Mr. Travis. 

Mr. Travis. May Mr. Donohue finish reading my preliminary state- 
ment, please ? 

The CuairMan. Well, let’s move along, or you can put it into the 
record. Weare going to proceed as we did yesterday. 

Mr. Dononve. It is not very long, Senator. 

The CHatrmMan. Proceed. 

Mr. Dononve. I respectfully submit that this committee should 
not undertake to elicit from this witness, and is without authority to 
attempt to elicit from this witness, any matters related or which might 
be related to such personal transactions, or which could be used or 
might be shincantek to be used as evidence or as a means of obtaining 
evidence in aid of the prosecution of such indictment. 

For these reasons, I respectfully request the chairman to rule that 
interrogations of such character are not pertinent, and are outside the 
scope of proper inquiry. If such ruling is not made, then I must 
respectfully protest the making of any such interrogation, and shall 
fee] bound to advise the witness to refuse to answer on the grounds 
which I have stated. 

Inasmuch as I cannot foresee the interrogations which may be 
made, I also respectfully request that if any interrogations are not in- 
tended to relate to ~ matters which I have stated, I, or the witness 
be assured of that fact in order that the witness may not be put un- 
willingly in the position of waiving any right by reason of being un- 
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aware and unadvised of the topic or inquiry, and the c oi ctive reason- 
ing, whereby the precise questions asked related to 

The Cuatrman. All right. We will proceed as we “did on yester- 
day, when Mr. Blaier was on the stand. 

If there is any issue raised by counsel with respect to the jurisdic- 
tion of the committee or the propriety of the questions, we will rule 
on them as we go along. 

Proceed. 

Mr. Kennepy. Mr. Hutcheson, you have been general president of 
the Brotherhood of Carpenters for how long? 

Mr. Hurcueson. January 1, 1952 

Mr. Kennepy. Were you elected at that time ? 

Mr. Hurcueson. I was first vice president at that time, and when 
the a general president resigned and became emeritus, I auto- 
nial ally became general president under the constitution of our 
cpeinientias 

Mr. Kennepy. How had you become first vice president ? 

Mr. Hurcueson. I was appointed in 1938 

Mr. Kennepy. By whom? 

Mr. Hurcurson. By the general president. 

Mr. Kennepy. W ho wi as the gener: al president / ¢ 

Mr. Hurcueson. William L. Hutcheson. 

The Cuarrman. That was your father ? 

Mr. Hurcueson. Yes, sir. 

Mr. Travis. Could I have the lights turned off again, Senator Mc- 
Clellan ? 

The Cuatrman. Yes. 

Does your constitution provide that the president of your union may, 
in effec t,ap point his successor ? 

Mr. Hurcurson. When there are vacanies, the general president ap- 
points, subject to the ap _— al of the general executive board. 

The Carman. So instead of there being an election for general 
president, it can, and ie reer: in effect, handed down from father to 
son ¢ 

Mr. Hurcnerson. No, sir, that is not correct. The constitution is 
very clear on how the officers shall be elected, and the vacancies filled. 


The Crarrman. Does it so provide? I mean, it can so operate and 

did so operate, I bel ‘ve, in this instance, but you say with the ap- 
_. e — "ss 8 ° 1 

proval of the executive board. It did so operate 1n this mstance that 
ia “6 a ee wn from father ¢ 
the presidency was, 1n effect, handed down from father to son. 

Mr. Hurcueson. Sir, I did not become president until 1952, and 
I became general president automatically through the constitution 


provis ions of t he first general vice president. 


The CHAIRMAN. Mr. Hutcheson, that is what I am trying to estab 
| np One of t] Dp ry pul ses of These l } to 
I 
1 
deter \ ) c ren rel ] wd 
7 1 ] . 
11 cK ] ry¢ o;Ttny i Al irs oF ( ! { ( COn- 
_ ; ] } ] 
sider ao eg LELO } ] wrt) i ) ma lOnS 
some (r | it wel o}yt rns ~ 1) rp | 
Li has 1 trig ed H that a7 CA I rye ? ¢ a } otf ovrent 
: . : 1 ; { | ] = 
ore ization |i] this simply by havin ne been des onated as sucn by 
the reneral president. Just forge he relat ionsh Dp for the moment 


t* 
: er : : 
between vou and your father. But assume he had designated John 
Doe n tne way he desionated his Son, ali upon his passing away you 
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automatically became president. What I wanted to point out was 
that the membership, the dues-paying members under your constitu- 
tion had no opportunity to vote upon you as first vice president, or 
whatever you were appointed to, did they ? 

Mr. Hurcuerson. I beg your ‘pardon, S Senator. I was appointed i in 
1938 and I got elected in 1940, and again in 1946, and in 1950, and 
I was elected general president in 1954. 

The CHarrman. Then you have been elected ? 

Mr. Hurcnerson. Yes, sir. 

The Cuamman,. I didn’t quite understand. That is why I wanted 
to get it clear. We are interested, of course, in democ ratic processes 
in the election of officials of unions. I got the impression from what 
you said, and that is why I wanted to clear it up, that the office just 
in effect had been handed to you. 

Proceed, Mr. Kennedy. 

Mr. Krnnepy. You say you were elected in 1938. Did you have 
opposition in 1938 ? 

Mr. Hurcnerson. In 1940. 

Mr. Kennepy. Did you have opposition in 1940? 

Mr. Hurcueson. No. Idid not have. 

Mr. Kennepy. When were you elected the next time ? 

Mr. Hurcnueson. 1946. 

Mr. Kennepy. Did you have opposition? 19467? 

Mr. Hurcuerson. Yes, sir, I had opposition in 1946. 

Mr. Kennepy. Who was the opposition then ? 

Mr. Hurcneson. From Oklahoma City. Meyers, I believe his 
name was. 

Mr. Kennepy. When was the next time you were elected ? 

Mr. Hurcneson. 1950. 

Mr. Kennepy. Did you have opposition then ? 

Mr. Hurcreson. No, sir. 

Mr. Kennepy. Then you were elected general president in 1954? 

Mr. Hurcurson. 1954. 

Mr. Kennepy. Did you have opposition then ? 

Mr. Hurcurson. No,sir. 

Mr. Kennepy. How long have you known Mr. Max Raddock? 

Mr. Travis. At this point, Mr. Counsel, is your line of questioning 
going to be as it was yesterd: ay, relating to the book rather than the 
Lake County transaction ? 

Mr. Kennepy. Mr. Raddock is not under indictment in any con- 
spira v with Mr. Hutcheson. I am just going to ask Mr. Hutcheson 
about his relationship with Mr. Raddock. 

The Cuarrman. Let the Chair say this: I have gone into the mat- 
ter a little to ascertain where the line of questioning may go. He will 
be interogated regarding the book. He will also be interrogated re- 
gvarding the use of union funds 1 in a project which, on the face of it at 


least, appears to have the objective which was to obstruct justice, 
So he will be interrogated about those things. As to re act covered 

in the indictment for the pe ‘riod of which the crime is alleged in the 

indictment, he will not be interrogated. But the matters that he will 


be interr« ors ited § ibout are subse quen t to the time th: at the otfe nse in the 
sndietinent was charged. 
\ll right. 
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Mr. Kennepy. How long have you known Max Raddock ? 

The Cuarrman. And it is not something for which he is now under 
indictment. 

Mr. Hurtcueson. I don’t know the exact number of years, but I 
have known him for some time. 

Mr. Kennepy. Can you explain to the committee why you paid him 
the extra $50,000, which ultimately amounted to $250,000, without 
him producing any books on the book that he was writing and produc- 
ing on your father ? 

Mr. Hurcneson. Which item is that ? 

Mr. Kennepy. That would be starting on March 31, 1955. 

Mr. Hurcueson. 1955? 

Mr. Kennepy. Yes. It was agreed that you would pay him 
$100,000, and he was to produce the 56,000 books. W hy did you pay 
him this $50,000 prior to the time that he produced any of the books? 

Mr. Hutcueson. That is the first item ? 

Mr. Kennepy. You paid him $25,000 to write and furnish 6,000 
copies of the book by November a This he failed to do. Despite 
that fact you paid him another $25,000 in May of 1954. Then you 
wanted 50,000 more books and it was decided to give him $200,000 for 
that. 

You paid him $50,000 on January 31, 1955; another $50,000 on 
February 14, 1955, and it was the understanding that he wouldn’t 
receive the second installment of the $100,000 until after he had pro- 
duced the books. But despite that, on March 31, 1955, you gave him 
another $50,000. Why did you do that? 

Mr. Hutcueson. I did not give him the check you referred to, and 
if you will check the endorsement on that check, I think you will find 
that he did not receive it until the end of November or the 1st of 
December of that year. 

Mr. Kennepy. This check? 

Mr. Hurcusson. Yes. 

Mr. Kennepy. Why was it made out on March 31, 1955 ? 

Mr. Hutcueson. Sir, I can’t answer that. 

Mr. Kennepy. Then lets go to November 31, 1955. Why did you 
give him the $50,000 there ? 

Mr. Hurcueson. I was not present when that check was given to 
him. The committee that was handling this transaction had the 
authorization, and it was my understanding that they anticipated that 
the contract would be filled as provided for on March 31, and were 
then prepared to take care of it. 

Mr. Kennepy. Will you tell the committee why—this is a period of 
time when you were general president—you paid him $250,000 to 
produce 56,000 books and the most he produced some 2 years later were 
5,000 books ? 

Mr. Hurcurson. Mr. Kennedy, this whole transaction has been 
handled by our general executive board, and because of my relation- 

ship I have been reluctant to get into it. 

Mr. Kennepy. You are international president, Mr. Hutcheson? 

Mr. Hurcueson. I am international president, that is correct, and 
the general executive board, when the book was completed, felt very 
well satisfied with the project. 

Mr. Kennepy. Who is chairman of the executive board ? 
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Mr. Hutcueson. Iam. 


Mr. Kennepy. Don’t you think you have some responsibility as 
chairman of the executive board and international president, to be 
giving somebody like Mr, Raddock $250,000 and getting nothing in 
return ? 

Mr. Hurcueson. I most assuredly do, and I try to respect my 
responsibility in every way. 

Mr. Kennepy. What about this February 24, 1956? What was 
the $50,000 for ? / 

Mr. Hurcueson. That $50,000 was for additional books, and I au- 
thorized that myself. 

Mr. Kennepy. How many books were you going to get ? 

Mr. Hurcueson. Well, as 1 told you, when you interviewed me 
before, there was no definite commitments on it. There was a discus- 
sion as to production of the cheaper book, but at that time there was 
no conclusion reached. I assumed it was for 10,000 books. 

Mr. Kennepy. At $5 copy ? 

Mr. Hurcueson. Yes, sir. 

Mr. Kennepy. Why, during all this period—did you ever go to 


any other book publisher to find out how much it would cost to produce 
a book ? 


Mr. Hurcnxrson. No; I didn’t personally do that. 

Mr. Kennepy. Don’t you think you had that responsibility? 
Would you tell the committee why, when they produced 5,000 books, 
a very limited amount, you paid him another $50,000 to produce 10,000 
books at $5 a copy ? 

Mr. Hurcnueson. I did not realize that the books had not been 
printed. We knew they were in the process and we thought they 
were being mailed out. This is an additional item. 

Mr. Kennepy. But you already paid him $250,000? 

Mr. Hurcueson. Yes, sir. 

Mr. Kennepy. And you gave him another $50,000 making it $300,- 
OOO 7? 

Mr. Hurcurson. Yes, I did. 

Mr. Kennepy. It wasn’t your money. 

Mr. Hurcneson. I did it under authorization of our general execu- 
tive board, because we were preparing for our 75th anniversary. 

Mr. Kennepy. Don’t you know you can buy a book in a book store 
for $4.50 or $5. Didn’t you realize that you didn’t have to pay $5 
a book when you were buying it wholesale ? 

You were producing the book. 

Mr. Hurcnrson. Well, Mr. Kennedy, I don’t set the price of books. 
] don’t know how the price is established. 

Mr. Kennepy. Don’t you have one of the largest book publishers 


right across the street from the International Brotherhood of Carpen- 
ters in Indianapolis ? 
Mr. HWercnurson. IT have never seen them. 


\ir. Kexnepy. You have them 8 or 4 blocks down the street, then. 

Mr. Hurcnrson. I don’t know who they are. 

Mr. Kenxnepy. Did you ever confer with anybody in Indianapolis 
asto how mucha book would cost. ? 

Mr. Wercieson. T did not, sir. 

Mr. Kennepy. Did you ever confer with anyone to see how much 
it would cost ? 
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Mr. Hutcueson. I did not, sir. 

Mr. Kennepy. Did anyone in the Brotherhood of Carpenters ? 

Mr. Hurcueson. I don’t mee: 

Mr. Kennepy. On January 9, 1957, you gave him another $10,000? 

Mr. Hurcueson. Yes; _ at was after Mr. Fisher had died, and the 
bill came into the office. I had no way of knowing how Mr. Fisher 
had arranged for it, so I O. K.’d that bill to be paid. 

Senator Curtis. Mr. Chairman, I would like to ask a question. How 
are expenditures made by the Carpenters’ Union? 

Mr. Hurcueson. For what, Senator ? ‘ 

Senator Curtis. Do you have vouchers? Who signs the checks? 
How do you handle an expenditure? 

Mr. Hurcueson. Well, it would depend on the type of expenditure. 
The regular, ordinary expenses go through the secretary and the gen- 
eral treasurer. 

Senator Curtis. And who signs the checks ? 

Mr. Hurcneson. The treasurer and then there are three cosigners 
who are all eligible to sign it. 

Senator Curtis. Who are those three cosigners, what officers? 

Mr. Hurcneson. Myself, the first general vice president, and the 
general secretary. 

Senator Curtis. How much was the total expenditure made for 
writing of this book? 

Mr. Hurcurson. Well, according to the chart here, it is $25,000 that 
was given for research would be the total amount. 

Senator Curtis. The research and the writing. What does it all 
total ? 

Mr. Hurcueson. Well, al] other items include a certain number of 
books, Senator. 

Senator Curtis. Yes. And how much does that amount to? The 
grand total on this book project is what ? 

Mr. Hurcueson. $310,000. 

Senator Curtis. $310,000? 

From what account in the Carpenters International would this be 
paid? Your general account ? 

Mr. Hurcueson. Sir? 

Senator Curtis. From what account was this $310,000 paid. Was it 
your general account ? 

Mr. Hurcueson. From the general fund; yes, sir. 

Senator Curtis. And that is made up from the remissions that are 
made by local Carpenters’ Unions? 

Mr. Hurcueson. Yes, sir. 

Senator Curtis. What determines how much money they contribute 
to the international ? 

Mr. Hurcueson. The local unions? 

Senator Curtis. Yes. 

Mr. Hurcueson. The per capita tax? 

Senator Curtis. Yes; the per capita tax. 

Mr. Hurcneson. The membership decides themselves on a per capita 
tax. Atthe present time : is $1.25. 

Senator Curtis. How often ? 

Mr. Hurcueson. A month. 

Senator Curtis. But it is the same for all local unions? 
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Mr. Hurcurson. No. No, sir. We have two different statutes of 
local unions, what is known as beneficial local unions paying $1.25, 
and a semibeneficial local union pays 65 cents. 

Senator Curtis. What is the difference ? 

Mr. Hurcuerson. The difference is in the funeral donations and 
home and pension benefits. 

Senator Curtis. Those that share in what might be determined 
fringe benefits pay $1.25 and the others pay 65 cents? 

Mr. Hurcueson. That is right, sir. 

Senator Curtis. That is per member of the local ? 

Mr. Hurcuerson. That is right, sir. 

Senator Curtis. Not all of your membership is voluntary, is it? 

Mr. Hurcueson. It couldn’t be any other way, Senator. 

Senator Curtis. Aren’t there situations where men are required to 
belong to the Carpenters’ Union in order to go on a job or stay on 
a job? 

Mr. Hurcrieson. Well, I suppose there is where union shop agree- 
ments are in effect, and they would be required to follow out the 
provisions of the contract. 

Senator Curtis. You have a number of union shop agreements; do 
you not? 

Mr. Hurcneson. Yes. 

Senator Curris. The point I wish to bring out for the record is 
this: That a voluntary association certainly could spend any money 
that the proper body or the membership itself decided to spend on a 
book about a president or a history of the organization, but I seriously 
question the right of any organization to spend money for other than 
the collective bargaining purposes where their membership, in part, is 
maintained under a requirement that men must pay it in order to hold 
their job. 

So separate and apart from whether or not the arrangements with 
Mr. Raddock were wise and prudent trusteeship, I further raise the 
question of the right to compel individuals who may, over a long 
period of time or for a short period of time, have to contribute a part 
of the $310,000 for a book. 

Mr. Hurcneson. Well, sir, our general executive board was under 
directions from our general convention of 1954, directing that they 
see to it that a sufficient number of books were purchased and given 
proper distribution. The general executive board in going into the 
project, and after being directed by the convention, felt that they 
were required to carry out the directive issued to them. 

Senator Currts. One of the arguments, and the principal argument, 
as I see it, given for compulsory unionism and the union shop is that 
every man should pay a part of the cost of the collective bargaining 
expenses and the oe that he gets in wages and other benefits, and 
that there shouldn’t be anv free riders. 

That argument is freely made. But T can’t see any argument for 
collee ting dues from people who are required to join an organization 
or lose their job, and collecting them in the amounts that call for 
items of ‘asl to Europe. such as we have here, and the purchase of 
citrus groves, and expenditures of $310,000 on books about a late 
president of the organization. 

T seriously question both the moral and legal right for such ex- 
penditures. 
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Mr. Hurcusson. Well, sir, our general executive board and I am 
sure the convention felt the same way, that it would make good public 
relations to circularize this book. Others pay certain amounts for 
public relations and we felt that this was our way of making our 
contribution. We have not had one single complain from any member 
in respect to this project. 

Senator Curtis. That is all, Mr. Chairman. 

Senator Ervrn. I would advise the next time you go into a project 
like that you sort of look around and invite a little competition. The 
evidence before this committee indicates very strongly that you could 
have gotten this book written by the foremost historian in the United 
States for far less money. 

Mr. Hurcueson. Sir, I am not qualified to judge that. 

Senator Ervin. That is the reason you ought to do a little investi- 
gating before you commit yourself to the writing of a book by one 
man without looking around and trying to find out about some other 
folks to have charge of the writing and publication. In other words, 
frankly, the evidence indicates that your board was about as inexperi- 
enced in matters like this as it is in the practice of medicine and sur- 
gery, or sending sputniks into the stratosphere. 

Mr. Hurengson. I don’t think they are experienced in it, Senator. 
I would have to agree with you. 

Senator Ervin. Except now I think you are. Which reminds me 
of these 2 men that went into business down in my country, and the 
business wound up with 1 of them having the business. I was talkin 
to the fellow, one of the members who had been ousted, and he said 
when he went into the business with this man, that he furnished the 
capital and the other fellow furnished the experience, and he said 
“Now this fellow has the capital and I have the experience.” 

Mr. Kennepy. Did it ever concern you, Mr. Hutcheson, that this 
book was not being produced on schedule ? 

Mr. Hurcneson. I beg your pardon ? 

Mr. Kennepy. Did it ever concern you that this book was not being 
produced on schedule ? 

Mr. Hurcueson. Yes. We were all concerned, because we were 
interested in having production and getting it out into circulation. 

Mr. Kennepy. Then why did you keep giving him more money, 
when you were concerned ? 

Mr. Hurcurson. Well, I am sure that secretary Fisher, and I know 
I was myself, felt that the book was being published and was being 
mailed out in the proper time. 

Mr. Kennepy. When was it in fact that you found that the book 
was not being mailed out ? 

Mr. Hutcneson. In 1957 I received information at that time that 
the book was being distributed very slowly. 

Mr. Kennepy. How did you find that out ? 

Mr. Hurcneson. I had a survey made in the State of Indiana. 

Mr. Kennepy. Why did you have a survey made ? 

Mr. Hurcneson. To determine—the survey originally started to 
determine what the reaction of the book was which, of course, then 


brought out the number of books that had been distributed. 
Mr. Kennepy. How much did you pay for the survey 4 
Mr. Hercrrson. I don’t recall. 


Mr. Kennepy. Some $2,900 4 
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Mr. Hurcnerson. Possibly so. I don’t recall the exact figures. 

Mr. Kennepy. Did you find in the survey that out of 907 people 
that were supposed to receive the book, only 39 were known to have 
receive the book ? 

Mr. Hurcurson. Well, whatever the report was, Mr. Kennedy. I 
don’t have it before me. 

Mr. Krnnepy. During this period of time did you try to get a list ? 
Mr. Raddock under the contract was supposed to furnish you a list of 
those to whom he was sending the book. Did you get that list from 
him ? 

Mr. Hurcurson. I received a list, and that is what the survey was 
based on. 

Mr. Kennepy. Then he was defrauding you at that time? 

Mr. Hurcueson. I don’t know that I could say he defrauded me. 

Mr. Kennepy. Did he furnish you a list of those who had been 
recipients of the book ? 

Mr. Hurcnrson. No; I did not say that. I received the list only. 
It evidently was the list that he intended to mail the books to, be- 
cause it has been checked against the list now that we have received, 
and all but three on that list have received the book. 

Mr. Kennepy. When did you finally receive the list of those who 
got the book? As of the time I interviewed you in January of this 
year and you hadn’t received any such list. 

Mr. Hurcurson. We had the list delivered to us at Lakeland, Fla., 
at the general executive board meeting in February of this year. 

Mr. Kennepy. February 1958 4 

Mr. Hurcurson. That is right. 

Mr. Kennepy. Some 3 months after we began our investigation ? 

Mr. Hurcuerson. That is right. 

Mr. Kennepy. Under the terms of the contract, Mr. Hutcheson, 
you were supposed to receive the list of those who were to get the 
book back in 1955, March of 1955, and you didn’t receive it until 
February 1958, some 3 years later / 

Mr. Hurcurson. We could hardly have received it in 1955, Mr. 
Kennedy, when the book wasn’t completed until December of 1955. 

Mr. Kennepy. Well, under the terms of the contract, the contract 
that you signed with Mr, Raddock, you were to receive the list back in 
March of 1955. I have the contract right here. Can you give us any 
explanation for that? 

Mr. Hvurcurson. Well, I can’t give you any explanation, because 
there could be no list at that time. 

Mr. Kennepy. It says, “Being agreed the contract will be performed 
by March 31,1955.” That is what the contract says. 

Mr. Hurcnerson. That is true, but it wasn’t completed, as is shown, 
until November of 1955. 

Mr. Kennepy. Did you take some action at all against Mr. Rad- 
dock to try to get your money returned ? 

Mr. Hvurcurson. No, we didn’t take any action to try to get our 
money returned. What we were interested in was completing the 
project and having the book out for distribution. 

Mr. Kennepy. Now that you found from the testimony before the 
committee that you should have only paid about a dollar per copy 
for the book, are you going to take any legal action against Mr. 
Raddock ¢ 
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Mr. Hurcneson. Mr. Kennedy, when this hearing is completed, I 
intend to obtain a transcript of ‘the whole proceeding and have each 
member of our board review it and call the board into meeting and 
let them make the decision. 

Mr. Kennepy. Based on the information you have so far, do you 
intend to recommend to the board that some legal action be taken 
against Mr. Raddock for defrauding the Carpenters? 

Mr. Hurcueson. I could make no comment on that until I review 
it myself and read the testimony. I haven’t attended all of these 
hearings. 

Mr. Kennepy. And you haven’t reviewed the testimony? 

Mr. Hurcurson. Not completely ; : no, sir. 

Mr. Kennepy. Well, you know what the situation is. Certainly it 
has been brought to your attention. Certainly you must be interested, 
being the International president. You say you haven’t enough in- 
formation yet to be able to determine whether you are going to take 
any legal action against Mr. Raddock ? 

Mr. Hurcurson. I cannot make any commitment in that respect, 
Mr. Kennedy. I said it is a case to be reviewed by our general execu- 
tive board who instituted this project, and this ‘and any other sub- 
jects that are considered in this hearing. 

Mr. Kennepy. Then you also paid Mr. Raddock some $83,000 for 
the 75th anniversary dinner and for other public-relations activities 
for you. We found from a review of the records that the most he 
could have spent in that connection was some $25,000. So he got over- 
paid some 3 or 4 times on that also. 

Mr. Hurcueson. Well, I couldn’t determine how you arrive at your 
figures. I know that during 1956 there was our 75th Anniversary of 
the Brotherhood of Carpenters. It consisted of 8 regional confer- 
ences, and Mr. Raddock attended each and every one, “and prepared 
the arrangements, procured the speakers, and he did considerable 
work, and working night and day all during that period. 

Mr. Kennepy. Was he to receive a salary or payment for the work 
he was doing during this period ¢ 

Mr. Hurcueson. He did not receive a salary. We received a bill 
at the end of the period. 

Mr. Krennepy. Did you get any breakdown as to how he was spend- 
ing the money you were giving him, if it was supposed to be for ex- 
; 

Hutrcnerson. None other than was included in the documents 
which were turned over to you. 

Mr. Kennepy. Did you ask for any vouchers; any support for any 
of these bills ? 

Mr. Hurcueson. No. 

Mr. Kennepy. That is all together some $400,000 that was paid to 
Mr. Raddock, for which there is very little support. Did you, Mr. 
Hutcheson, order these paperback books from Mr. Raddock ¢ 

(At this point, Senator Curtis left the hearing room.) 

Mr. Hurcneson. I did not order them directly; no, sir. They had 
been discussed on several occasions. 

Mr. Kennepy. How many books was Mr. Raddock to produce, how 
many hard-bound books was Mr. Raddock to produce, under the con- 
tract ! 

Mr. Hutrcurson. How many did he? 


enses 
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Mr. Kennepy. How many was he to produce? 

Mr. Hurcueson. 56, originally, with an additional 10,000 making 
it 66, plus the 2,000. 

Mr. Kennepy. So that would be 68,000 ? 

Mr. Hurcueson. | would say so. 

Mr. Kennepy. How many has he produced so far? Don’t you 
know, Mr. Hutcheson ? 

Mr. Hurcueson. Not without looking at the figures. I don’t have 
that report, that final report. 

Mr. Kennepy. Do you know if he has met all the terms of the 
contract ¢ 

Mr. Hurcneson. Sir? 

Mr. Kennepy. Has he met the terms of the contract ? 

Mr. Hurcneson. Yes; he has now. 

Mr. Kennepy. He what? 

Mr. Hurcueson. Yes, sir; he has. 

Mr. Kennepy. Would you count up these books with me? 

Here is 5,000, 3,100 is 8,100, plus 10,000 is 18,100, plus 40,000 is 
58.100 books. He is still 9.900 short, Mr. Hutcheson. 

Mr. Hutcuerson. Well, there is an additional item there, Mr. Ken- 
nedy, of 13,000 paperbacks that you didn’t include. 

Mr. Kennepy. I just asked you that, whether that was under the 
agreement, and you told me it was not, that he was to produce 68,000 
hi ird-covered books. That is ace ording to your own testimony. That 
is what you told me. He only produced 58,100. Are you going to take 
any legal action against him on that? 

Mr. Hurcurson. Sir, I am going to submit the entire matter to the 
general executive board for their consideration. 

Mr. Kennepy. But you are not even going to say whether you are 
going to try to get your other 9,900 books? You wouldn’t even tell 
that to the committee ? 

Mr. Hurcurson. The general executive board is the functioning 
body, Mr. Kennedy, and the one that instituted this project. There- 
fore, it is their responsibility to review the transcripts from this hear- 
ing and make their decision on it. 

Mr. Kennepy. Why have you had such a friendly relationship with 
Mr. Raddock during this period of time, Mr. Hutcheson? Has he 
performed some special tasks for you ? 

Mr. Hutcueson. No, sir. 

Mr. Kennepy. He has not? 

Mr. Hurcneson. No, sir. 

Mr. Krennepy. What kind of work has he done for you? 

Mr. Hurcuerson. Public-relations work, and so forth, during 1956, 
75th anniversary, as outlined by you just a few minutes ago. 

Mr. Kennepy. Has he done any illegal act for you on your behalf? 

Mr. Hurcurson. On advice of counsel, I refuse to answer the ques- 
tion on the ground that it relates solely to a personal matter not per- 
tinent to any activity which the committee is authorized to investi- 
gate, and also it relates or might be claimed to relate to or aid the 
prosecution of the case in which I am under indictment and thus be in 
denial of due process of law. 

Mr. Kennepy. Mr. Chairman, this is a man that has received over 
$500,000 from the carpenters over a period of time, and I am asking 
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a question as to whether Mr. Raddock has performed any illegal act 
on behalf of Mr. Hutcheson. I think it is very pertinent to the inves- 
tigation. 

The Cuarmman. Mr. Raddock is not in the indictment? 

Mr. Kennepy. No; he is not. 

The Cuatrman. He is not a defendant? 

Mr. Kennepy. He is not. 

The Cuarrman. This question is related to union activities? 

Mr. Kennepy. That is correct; and does not affect in any way the 
merits of the indictment. 

Senator Ervin. Mr. Chairman ? 

The Cuarrman. Let me suggest that the question be rephrased and 
ask him if he performed any illegal acts for him in connection with his 
official position or his relationship to the international union that he 
represents. 

Senator Ervin. Mr. Chairman, I was going to make a suggestion 
like that, but 1 would suggest that it be a little more restricted, if he 
performed any illegal act on behalf of the union rather than on be- 
half of Mr. Hutcheson. 

The CuarrmMan. Al] right. 

The Chair will ask the question: Has Mr. Raddock performed for 
you on behalf of the union any illegal act? 

Mr. Hurcueson. Definitely not. 

The Cuamman. Has he received from the union payment for acts 
performed in your behalf and for you as an individual ? 

(Witness conferred with counsel. ) 

Mr. Travis. May I have the question read, please ? 

(Tl Ne } vending question was read by the reporter. ) 

(W nies conferred with counsel. ) 

Mr. Hurcueson. On the advise of counsel, I refuse to answer the 
question on the ground that it relates solely o a personal matter, not 
pertinent to any activity which this committee is authorized to inves- 
tigate, and also it relates or might be claimed to relate to or aid the 
prosecution in the case in which I am under indictment and thus be in 
denial of due process of law. 

The Cuatrman. The Chair overrules the objection, with the ap- 
proval of the committee, and the Chair orders and directs the witness 
to answer the question. 

(Witness conferred with counsel. ) 

Mr. Hurcueson. Mr. Chairman, I renew my refusal. 

Senator Ervin. Mr. Chairman, I would just like to make an obser- 
vation at this point. 

The Cuatrman. Let him finish, if he will. 

Did you finish your answer? The Chair is now ordering and direct- 
ing you to answer the question, with the approval of the committee. 

Mr. Hurcueson. On advice of counsel, Mr. Chairman, I refuse for 
the same reasons as given previously. 

The Cuatrman. All right, Senator Ervin. 

Senator Ervin. Mr. Chairman, I just wanted to suggest that in my 
judgment there is no validity in the first point of his objection. The 
question does not relate to a purely personal matter. It relates to the 
use of union funds, and certainly this committee has authority to inves- 
tigate the use of union funds. 
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The CuarrMan. For that reason, the Chair ordered the witness to 
answer the question, because we certainly have jurisdiction to interro- 

gate about the expenditure of union funds, and the question was predi- 
cael upon the payment out of union funds, which might be an 
improper expenditure of union funds to perform a personal service for 
the witness. I think that the question is legitimate. Its objective is 
obvious, to ascertain the conduct of this witness with respect to his posi- 
tion in a fiduciary capacity as trustee of union money. The question 
stands. 

Do you still refuse to answer the question ? 

Mr. Ilurcneson. Yes, sir. 

The CHatrMAn. Have you paid out of union funds to Mr. Maxwell 

Raddock moneys in connection with services rendered for you in a 
oe il matter where you may have been involved, or being in prospect. 
of being involved, either by civil action or by criminal action, other 
than services he may have performed for you, if any, in connection with 
the matters for which you now stand indicted ¢ 

(Witness conferred with counsel.) 

Mer. Htrenreson. On advice of counsel, I refuse to answer the 
question on the ground that it relates solely to a personal matter not 
pertinent to any activity this committee is authorized to investigate, 
and also it relates or it might be claimed to relate to or aid the prosecu- 
tion in the case in which I am under indictment and would thus be a 
denial of due saicam, 

The Cuarrmman. The Chair excluded in the question the case for 
which you now stand indicted, or the acts for which you may stand 
indicted. Tam asking if you have used union funds to pay him for 
services rendered to you, not to the union, <p to you personally, in 
connection with legal matters, either civil or criminal, in which you 
were involved or in which you potentially may have become involved. 

[I don’t want there to be any misunderstanding about this question. 
You have counsel. Iam talking now about union funds, union money, 
for which you are responsible and accountable and over which this 
committee has jur os ‘tion to investigate. 

Mr. Travis. Mr. Chairman, of course, the refusal was not limited 
solely to a personal matter, as you will recall. 

The Cramman. You may advise your client as to what you want 
him to do. Iam sure he wants to take your advice. But the Chair 
is pursuing what he conceives to be this committee’s duty. 

Mr. Travis. Mr. Chairman, very respectfully, in view of what I] 
have heard in the prior testimony before this committee, I believe | 
know the direction that the question takes, and it is my duty to advise 
this witness not to answer, and I do so advise him. 

The Cuamman. Then the witness, on the advice of counsel refuses 
to answer the question ? 

Mr. Hurcreson. Yes, sir. 

The Cuairman. I understand, it is very clear now, that you are not 
invoking the fifth amendment privilege ? 

Mr. Hurcnerson. That is right, sir, I am not invoking it. 

The Cuarrman. You are not exercising that privilege ? 

Mr. Hurcuerson. No, sir. 
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The CuarrMan. You are challenging the question and the jurisdic- 
tion of the committee for the reasons you have stated and for those 
reasons only ¢ 

Mr. Hurcurson. Yes, sir. 

The Cuairman. All right. We have a clear understanding about 
that. 

Now I will ask you another question. Have you, unrelated to this 
offense charged in the indictment now against you, engaged the services 
of Mr. Raddock, and have you paid him out of union funds for the 
performance of those services, to aid and assist you in avoiding or 
preventing an indictment from being found against you or for being 
criminally prosecuted for any other offense other than that me .ntioned 
in this indictment ? 

( Witness conferred with counsel.) 

Mr. Hurcuerson. On advise of counsel, I refuse to answer on the 
same ree as previously stated, sir. 

The Cramrman. The Chair, with the permission of the committee, 
with its approval, orders and directs the witness to answer the 
question. 

( Witness conferred with counsel. ) 

Mr. Hurcueson. I still refuse to answer on the same ground, 

The Cuarrman. Did you engage the services of Mr. Raddock hase 
pay him for those services out of union funds, to contacts, either di- 
rectly or indirectly, the county prosecuting attorney, Mr. Holovachka, 
given name Metro, in Lake County, Gary, Ind? “Bear in mind, the 
question is: Did you engage him and pay him to do that out of union 
funds? 

( Witness conferred with counsel. ) 

Mr. Hurcuerson. On the advise of counsel, I refuse to answer on 
the same ground as previously related. 

The Cuamman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hwurcneson. I still refuse for the same reason, Mr. Chairman. 

The CrarrMan. Have you engaged Mr. Raddock to perform serv- 
ices, Nersonal services, for you, of any nature whatsoever, and paid 
him for such services out of union funds? I will ask that over the 
period of the past 5 years? 

(Wit»oecs conferred with counsel.) 

Mr. Hurcneson. On the advise of counsel, I refuse to answer on 
the same ground as previously related. 

The Cramrman. With the approval of the committee, the Chair 
orders and directs the witness to answer the question. 

Mr. Hercreson. I still refuse, sir. 

The Cuamman. The witness understands that the Chair is interro- 
gatine him regarding union funds. do you not ? 

(Witness conferred with counsel.) 

Mr. Hurcneson. Yes, sir. 

The CHarrman. With that understanding, knowing that I am in- 
terrogating you only about the expenditure of union funds to Mr. 
Raddock for personal services he may have performed for you and 
not for the union, do you still decline and refuse to answer the 
question ? 

(Witness conferred w ith counsel.) 

Mr. Hurcueson. Yes, sir, for the reasons stated. 
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The Crairman. And, again, not invoking the privilege of the fifth 
amendment, you stand only and solely upon the statement you have 
read ? 

Mr. Hurcueson. Yes, sir. 

The CuatrMan. And you are not exercising the privilege that by 
answering, a truthful answer might tend to incriminate you? 

(Witness conferred with counsel.) 

Mr. Hurcurson. No, sir. 

The Crrarrman. Then the record is made, so far as I know. As I 
understand your position you have acted on the advice of counsel and 
it amounts to simply challenging the jurisdiction of this committee 
to interrogate you about the expenditure of union funds for personal 
services that may have been rendered for you rather than for the 
union. It that correct ? 

(Witness conferred with counsel.) 

Mr. Travis. Mr. Chairman, I would like to direct the committee’s 
attention at this time to the fact that the refusal goes over and above 
the jurisdictional question of the committee, and it goes into a matter 
which—when the statement that the Chair just made refers to the ex- 
penditure of union funds for personal matters—have also involved 
Maxwell Raddock, and in the prior testimony the committee has shown 
that that relates to this Lake County transaction, for which Mr. Hutch- 
eson is under indictment. 

The Cramman. Well, I think we may very well disagree about that, 
but IL would like to have the answer to my question. The witness can 
answer the question or refuse to answer it, or whatever you want to 
advise him to do. 

Mr. Travis. May I have the question read, please ? 

(‘The pending question was read by the reporter.) 

(Witness conferred with counsel. ) 

te Trrornmson. Mr. Chairman, the answer is “No,” because the 
question goes beyond the question of a personal matter and reaches 
into the area of a question under which IT am indicted. 

The Cuamman. The Chair does not intend to and is not interrogat- 
ing you about anything concerning the indictment. I am asking you 
the auestion of whether you have used union funds to pay Max C. 
Raddock for personal services rendered to you, period. 

(Witness conferred with counsel.) 
Mr. Horeneson. Sir, counsel advises me that it does reach into the 
motter under which I am indicted. and advises me to refuse to answer. 

The Cramman. Do vou mean by that statement that you have just 
made, that counsel advises you that it does read into that matter, 
that he was emnloyed in connection with the matters in the indictment 
some wav? You can answer that “ves” or “no” or refuse to answer 
it. Tam not talking about that. 

Mr. Wurerrson. On advise of counsel, I refuse to answer on the 
same ovrounds as previouslv related. sir. 

The Crareman. The Chair, with the annvroval of the committee, 
orders and directs von to answer this question. T will try to repeat 
the onestion, just as it is in the record. 

Have von naid Max C, Raddock out of union funds for personal 
services rendered to vou at anv time within the past 5 years? 

(Witness conferred with counsel. ) 
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Mr. Hurcurson. On advise of counsel, I refuse to answer on the 
same ground as previously related. 

The Ciaran. With the approval of the committee, the Chair 
orders wi directs the witness to answer the question. 

Mr. Tt TCHESON. I still refuse, sir. 

The Cuarrman. Proceed, Mr. Kennedy. 

Senator Ervin. Mr. Chairman ? 

The Cnarmman. Senator Ervin. 

Senator Ervin. Have you used union funds to pay Max C. Raddock 
for any services rendered to you person: lly, wholly disassociated from 
any matters out of which the pending criminal charge arose? 

(Witness conferred with counsel.) 

Mr. Hurcueson. On advice of counsel. I refuse to answer on the 
same ground. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hutrcueson. I still refuse, sir. 

Senator Ervryx. Is your refusal to answer questions concerning the 
use of union funds in situations wholly disassociated from any of the 
cire name mces connected with the indictment against you based upon 
the theory that the due process clause embraces the protection afforded 
by the fifth amendment against self-incrimination ? 

(Witness conferred with counsel.) 

Mr. Hurcurson. Sir, my attorneys advise me that that is a question 
on constitutional law and I am not qualified to answer it. 

Senator Ervrx. Then are you telling this committee that you are not 
refusing to answer any of these questions concerning the use of funds 
in areas outside of the matters covered by the indictment, are not 
based in any way upon your belief that your answers to the questions 
would tend to incriminate you / 

(Witness conferred with counsel.) 

Mr. Hurcnueson. Sir, the grounds that have been related and in- 
cluded in the record are the grounds that I am going to stand on, on 
this question. 

Senator Ervin. What I am asking you is this: You say you are not 
invoking the privilege of self-incrimination ; is that right ? 

Mr. Hurcnerson. That is right. 

Senator Ervin. And you do not contend that due process of law in 
and of itself includes a privilege against self-incrimination ? 

(Witness conferred with counsel.) 7 

Mr. Hurcueson. Sir, that is a legal question. TI am not qualified 
to answer. : 

Senator Ervin. Well, you have been advised by vour connsel, y ou 
base your right to answer on the advice of counsel. So T ask you if 
your counsel has given you to understand, and if that influences vour 
refusal to answer, that the due process clause does embrace the privi- 
lege against self-incrimination. 

(Witness conferred with counsel.) ; 

Mr. Hurcueson. Sir, counsel has not advised me on that particular 
issue. i 4, 

Senator Ervin. You realize that the invocation of a constitutional 
privilege is a matter which is personal to a witness, do you not? 

(Witness conferred with counsel. ) 
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Mr. Hurcueson. I am sorry, but I just don’t know anything about 
it, sir. 

Senator Ervin. Do you mean that you don’t understand the fact 
that a person who is a witness does not have to invoke a constitutional 
privilege against testifying ? 

In other words, don’t you realize that that is a privilege which a 
witness is allowed by the Constitution itself to waive ? 

(The witness conferred with his counsel.) 

Mr. Hurcneson. Sir, that is a matter on which I am not informed. 

Senator Ervin. Well, you can ask the counsel. You are taking 
advice from your counsel. Ask the counsel if that is not a fact, that 
a witness has the right to waive any constitutional privilege against 
testifying, whether it is based on the 14th amendment, or the 1st 
amendment, or the 5th amendment. You are acting on advice of 
counsel, so ask your counsel’s advice on that and advise the committee. 

(The witness conferred with his counset. ) 

Mr. Hurcneson. Sir, I have been advised that certain matters re- 
lated to this subject might be claimed to relate or to aid the prosecu- 
tion of the case in which I am under indictment and thus be in denial 
of due process of law. 

Senator Ervin. The committee has tried, the counsel of the com- 
mittee, the chairman of the committee, and myself have tried, to make 
it as clear to you as the English language permits anyone to make 
anything clear, that these questions relate to matters that are wholly 
disassociated io the circumstances out of which the indictment now 
pending against you arose, and you tell me that you still do not 
understand that we are refraining from asking you questions about 
the matters out of which the circumstances connected with the in- 
dictment are not concerned ? 

Mr. Travis. Senator, I am a little confused myself on that ques- 
tion. Could it be read again ? 

Senator Ervin. We have repeatedly stated, to Mr. Hutcheson, that 
we are not asking him to make any revelations about any circum- 
stances that have any connection whatever with the indictment pend- 
ing against him, but we are asking him about the use of union money 
under circumstances entirely disassociated from the matters out of 
which the indictment arises. 

(The witness conferred with his counsel.) 

Mr. Travis. Mr. Chairman, of course I have to assume the respon- 
sibility for advising this witness, and have done so, and the specific 
question which I believe you referred to about the expenditure of 
union funds for matters not connected with the union, if answered, 
and a refusal to answer the other question as to whether it was con- 
nected with union matters, might lead to the inference that Mr. Rad- 
dock was paid moneys out of union funds for personal matters. 

Senator Ervin. With all due respect to counsel, that does not seem 
to be a really relevant observation. 

What we were talking about, counsel, was that we were asking him 
about the use of union funds for purposes wholly disassociated with 
the circumstances out of which the indictment arises. 

Mr. Travis. I think that is just where the inference might arise. 

Senator Ervin. In other words, you are telling the committee that, 
in your opinion, if he answers a question about matters wholly dis- 
associated from the circumstances out of which the indictment arises, 
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that that will constitute an inference that he made payments in con- 
nection with the circumstances out of which the indictment arose? 

Mr. Travis. Yes. 

Senator Ervin. That is something I am unable to comprehend, with 
all due respect to counsel. I have a high respect for the function of 
counsel, Certainly as a practicing lawyer, and while in this com- 
mittee, I always have resented any ofont to question a man about cir- 
cumstances that involved a pending indictment. But the fact that a 
man is involved in a pending indictment does not give him a right un- 
der either the 14th amendment or any other amendment that I know 
of to refuse to answer questions in wholly disassociated areas. That 
is what this committee is talking to. 

Mr. Travis. I hope you realize, Senator, it is a very delicate ques- 
tion for me and a very heavy responsibility. But knowing what I 
do about the matter under which he is indicted, I have to exercise my 
judgement as best Ican. There are certain areas that I have determined 
I cannot safely allow Mr. Hutcheson to testify, and which I think 
would violate his fundamental rights if he was forced to. 

Senator Ervin. I understand your position very clearly, that it is 
your opinion that Mi Hutcheson can’t give the committee any in- 
formation about the use of union funds in any area of his personal 
activity for fear that it might raise some inference against him in 
a matter wholly disassociated. 1 was interested in the question as 
to whether his refusal to answer is based in any way upon the under- 
standing that the 14th amendment includes a right of refrain from 
self-incrimination. 

Mr. Travis. I don’t think the witness himself understands anything 
about constitutional law, if I may put it that way. 

Senator Ervin. I was asking so that this committee can clarify 
itself, and so that some day maybe some court will rule on the ques- 
tion of where the people that drew the Constitution wasted the ink 
that wrote the fifth amendment on the provision against self-in- 
crimination when they put in the due-process clause. 1 was trying to 
ask him to ask his counsel if the advice of counsel was based in any 
part, the advice of counsel that he should refrain from answering 
was based in part, upon the understanding or theory that the due- 
process clause embraced within its purview the right to refrain from 
self-incrimination as set forth in the fifth amendment. 

Mr. Travis. Of course, I think any man under indictmental guar- 
anties of due process of law should not be questioned in any form 
concerning any matter that might remotely in any way a the prose- 
cution in that case. 

Naturally, this committee can’t sit as prosecutors or judges or 
jurors in that matter under which Mr. Hutcheson is indicted. 

I think there are fundamental guaranties to any person under in- 
dictment that that matter shall be tried solely in the forum where 
the indictment lies. 

Senator Ervin. Your theory is a very intriguing one, and that is 
that if a man is under indictment for any offense, he can’t be asked 
any questions about anything else. That is what it amounts to, even 
though these other things are wholly disassociated. 

Lut I am interested in the question of the scope of the 14th amend- 
ment on this basis because the committee wants to know exactly what 
the man is refusing to answer concerning wholly disassociated things. 
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That is all. 

Before I pass over, I respect the duty of counsel. I have been a 
Jawyer many times for many, many clients, and I regretted many 
times when I practiced law that I could not find a basis for getting 
quite as ¢ ‘omple te ane xemption from test ify1 ing. 

Mr. Travis. I think, Senator, you have found, too, since you started 
practicing law that today the Constitution might have a little differ- 
ent meaning over the intervening years in some respects. 

Senator Ervry. I will make the confession that what I was taught 
about the Constitution in law school and what I used to read in law- 
books about it is somewhat outmoded and that some of the principles 
that have come about are as variable and changing as a shifting in the 
temporary occupants of the seats on the bench of the Supreme Court of 
the U nited States. 

The Cuarrman. I think the record is clear from the witness’ testi- 
mony and from the record made that the witness has not and does 
not invoke the fifth amendment privilege in his declining to answer 
the questions that have been put to him. 

Are we correct then in that understanding? 

Mr. Travis. Very definitely, Senator. 

Mr. Kennepy. Let the witness answer. 

The Cuamman. I am asking the witness. 

Mr. Hurcueson. Yes, sir. 

The CuatrMan. My understanding, then, is correct. 

Mr. Hurcneson. Yes, sir. 

The Carman. So there will be no misinterpretation of the record, 
I simply wanted to have the witness state it again. 

All right, proc eed. 

Mr. Kennepy. Mr. Chairman, we have some material that I will 
just ask Mr. Hutcheson about. 

One is Mr. Raddock’s trip down here to Washington, D. C., when 
he stayed at the Hotel Washington, and his bill was paid out of union 
funds. 

Could you tell us what he was doing down here for the union? 

Mr. Hurcueson. I would have to know the date, Mr. Kennedy. 

Mr. Kennepy. I will give it to you. 

He was here on September 3 of 1957, September 3 through the 5th, 
1957, and he stayed at the Hotel Washington. 

(The witness conferred with his counsel. ) 

Mr. Hurcneson. I couldn’t answer that offhand, Mr. Kennedy, 
without checking up. 

The CrarrmMan, The question primarily would be: Was he here on 
union business, if he was paid by union funds ? 

Mr. Hurcneson. If the bill was O. K.’d and paid by the organiza- 
tion, ves, sir, Senator, he was. 

Mr. Kennepy. What was he doing here in Washington on that day ? 

Mr. Hurcneson. I couldn’t answer it without doing some checking 
up on It. 

Mr. Kennepy. You were down here with him, were you not, at 
that time # 

Mr. Hurcueson. I don’t recall. 

Mr. Kennepy. You were also here on the 3d and 4th, the record 
shows, and both of your bills were paid by the carpenters. 
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Then the transportation down here to Washington. Could you 
tell us what it was down here that you were doing ¢ : 

Mr. Hurcueson. I couldn’t remember, Mr. Kennedy. I am in and 
out of Washington so often that I can’t remember just what each 
trip Is. 

Mr. Kennepy. Then on September 10, Mr. Raddock flew out to 
Chicago, Ill. What was he doing out there, on September 10, 1957? 

(The witness conferred with his counsel. ) . 

Mr. Hurcneson. Upon advice of counsel, I refuse to answer on 
the same ground as previously related. 

Mr. Kennepy. Iam sorry. 

But he was also out there on August 11, in Chicago, would you tell 
us what he was doing out there ? 

The CuarrMan. Was he paid for by the union ? 

Mr. Kennepy. The union paid charges of $94.27 for that trip of 
Mr. Raddock to Chicago. 

Mr. Hurcneson. On the advice of counsel I refuse to answer the 
question on the same grounds as previously related. 

The Cnarrman. Allright. The question is: Was he there on union 
business for which the union had the responsibility for payment ? 

Mr. Hurcueson. On the advice of counsel I refuse to answer, sir. 

The Cuarrmman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

(The witness conferred with his counsel. ) 

Mr. Hurcueson. I still refuse on the same grounds. 

The CuarrmMan. I asked you a moment ago if he was here in Wash- 
ington on union business, the trip counsel interrogated you about, and 
you said if the union paid for it, yes, he was on union business. 

" Now we are asking you about the trip to Chicago, on the 11th of 
August 1957. It appears from the records that the union paid his ex- 
penses on that trip. Was he on union business at that time? 

Mr. Hurcneson. On the advice of counsel I refuse to answer on the 
same ground. 

The Cuatrman. The Chair, with the approval of the committee, or- 
ders and directs the witness to answer the question. 

Mr. Hurcueson. I still refuse, sir. 

The CuarrmMan. Do we have the records of payments by the union ? 

Mr. Kennepy. Yes; we do. 

The Cuarrman. Who can testify to this, on the staff ? 

Mr. Kennepy. Mr. Tierney. 


TESTIMONY OF PAUL J. TIERNEY, ASSISTANT COUNSEL—Resumed 


The Cuarrman. Mr. Tierney, you have been previously sworn ? 

Mr. Tierney. Yes, sir. 

The Cuarrman. Mr. Tierney, you may identify the document. which 
the Chair hands you. 

Mr. Tierney. This is a document furnished us by the United 
3rotherhood of Carpenters, Indianapolis, Ind. 

The Cuatrman. Isthat a document from their records? 

Mr. Tierney. This is a document prepared by the general counsel 
of Carpenters, upon our request, and it shows Maxwell Raddock was 
issued an air-travel card by the United Brotherhood of Carpenters, and 
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this is a list of all the charges made against that air-travel card for 
travel by Raddock from April of 1956 through November 1957. 

The Cuairman. That document may be made exhibit No. 57. 

i document referred to was marked “Exhibit No. 57” for refer- 
ence 

The CHatmrMan. Does that document, furnished you by the general 
counsel from the Brotherhood of Carpenters, show that Mr. Maxwell 
C. Raddock submitted or received payment from the Brotherhood of 
Carpenters for the trip to Chicago on the date of August 11, 1957? 

Mr. Tierney. It does. It shows that he was paid for a round- trip 
passage between New York and Chicago on August 11, 1957 

The Cuarrman. May I inquire now: Have you examined the hotel 
records there to ascertain who paid the hotel bill of Mr. Raddock on 
that trip ? 

Mr. Trerney. I have, Mr. Chairman. 

The Cuamman. Has the hotel record previously been made an 
exhibit ? 

Mr. Trerney. Yes; it has. 

The CHatrman. Exhibit No. 45, A and B. I hand you this exhibit 
and ask you to examine it and state who paid the hotel bill for Mr. 
Raddock on that trip, and how much. 

Mr. Trerney. This exhibit shows that the United Brotherhood of 
Carpenters and Joiners of America paid for Maxwell Raddock’s stay 
at the Drake Hotel from August 11 through August 17, a total of 
$147.10. 

The Cuarrman. $147 plus $97 is what the records of the brotherhood 
and the hotel reflect was paid by the union for that trip? That much, 
at least ? 

Mr. Tierney. That’s correct, sir. 


TESTIMONY OF MAURICE HUTCHESON, ACCOMPANIED BY HOWARD 
TRAVIS AND F. JOSEPH DONOHUE, COUNSEL—Resumed 


The Cuamman. The question is, Mr. Hutcheson: Was Mr. Raddock 
paid on that trip, the expenses of his paid by union funds while he 
was on union business? 

Mr. Hurcuerson. On the advice of counsel, I refuse to answer the 
question on the same grounds as previously related, sir. 

The Crarrman. The Chair orders and directs the witness to an- 
swer the question, with the approval of the committee. 

Mr. Hu rcueson. I stil] refuse, sir. 

The Cuairman. Allright: proceed, Mr. Kennedy. 

Mr. Kennepy. You were out in Chicago at the same time, were you 
not. with Mr. Raddock ? 

Mr. Hurcurson. On advice of counsel, I refuse to answer. 

Mr. Kennepy. You were out in Chicago at the same time? 

Mr. Horcireson. On the advice of counsel, I refuse to answer on 
the same grounds. 

The CHatrmMan. The Chair orders and directs the witness to answer 
the question, wi ththea ppro\ alof the committee. 

Mr. Hurcirson. I still refuse, sir. 

Mr. Kennepy. The records, Mr. Chairman, indicate that Mr. Hutch- 
esol, WAS present at the same time. 
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The Cuarrman. Were your expenses on that Chicago trip paid by 
the union ? 

(The witness conferred with his counsel.) 

Mr. Hutcueson. On the advice of counsel, I refuse to answer on the 
same ground as previously related. 

The CuarrMan. You are ordered and directed to answer the ques- 
tion, with the approval of the committee. 

Mr. Hurcueson. I still refuse, sir. 

The Cuaimrman. Again, with respect to these questions that have 
been put to you, we are to understand you are not invoking the fifth- 
amendment privilege? 

(The witness conferred with his counsel.) 

Mr. Hurcueson. Yes,sir. I am declining on the grounds previously 
stated. 

The CHarmman. And not invoking the fifth-amendment privilege? 

Mr. Hurcueson. Yes, sir. 

The Cuatrman. Yes or no? Are you or not? Yes or no. 

Mr. Hutcueson. No; I am not. 

The Cuatrman. Thank you. 

Senator Ervry. Mr. Chairman, may I ask 1 or 2 questions along 
that line, and then I will subside. 

Mr. Hutcheson, you are familiar with the provisions of the A. F. 
of L.-CIO ethical code concerning officers of affiliated unions who 
invoke the fifth amendment, aren’t you ? 

Mr. Hutcueson. Yes, sir. 

Senator Ervry. In that connection, I would like to state that this 
is my opinion of the law, though it may not be your counsel’s. The 
only reason for recognizing the right that a man may not testify con- 
cerning matters involved in an indictment against him arises out of 
the fact that the indictment is probs ib ly the strongest kind of evidence 
that anything he may say in reference to it may be construed to incrim- 
inate him, and that the only reason that a man has a right to refrain 
from answering matters about an indictment is the fact that what 
he may say about those matters may tend to incriminate him. 

Therefore, Mr. Hutcheson, don’t vou realize that what you are 
doing is that you are seeking to avoid an Dy pri violation? In 
other words, you are seeking to get the benefit of the fifth amendment 
without invoking it, so that you will not run the risk of committing 
an offense against the ethical code of the A. F. of .-CIO? 

(The witness conferred with his counsel.) 

Mr. Hutcuerson. Sir. I have been following the advice of counsel 
on the grounds outlined by me. 

Senator Ervin. Well. you are concerned that there shall be no actual 
or apparent violation on your part of the provisions of the A. F. of L.— 
CIO code of ethics concerning union officers who invoke the fifth 
amendment when asked about their official conduct, aren’t you? 

Mr. Hurcweson. Yes, sir. 

Senator Ervin. That is all. 

The Cratmman. One other question on the Chicago matter. 

Were you out in Chicago at that time on union business ? 

(The witness conferred with his counsel.) 

Mr. Hurcnreson. On the advice of counsel, I refuse to answer on the 
same grounds as previously related. 
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The Cuarman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hurcuerson. I still refuse, sir. 

The CuarrMan. Proceed. 

Mr. Kennepy. Do you know Mr. James Hoffa? 

Mr. Hurcneson. On the advice of counsel, I refuse to answer on 
the same ground as previously related. 

The Carman. The Chair orders and directs the witness to answer 
the question, with the approval of the committee. 

Mr. Hurcuerson. [I still refuse, sir. 

The Cuatrman. Proceed. 

Mr. Kennepy. That is, you refuse to tell the committee as to whether 
you know Mr. James Hoffa? 

(The witness conferred with his counsel.) 

Mr. Hurcueson. Yes, sir. 

Mr. Kennepy. Did you make an arrangement with Mr. Hoffa that 
he was to perform tasks for you in return for your support on the 
question of his being ousted from the A. F. of L—CIO? 

Mr. Hurcuerson. On the advise of counsel I refuse to answer on the 
same grounds as previously related. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hurcnueson. [I still refuse, sir. 

The CHatrMan. Proceed. 

Mr. Kennepy. Isn’t it a fact that you telephoned Mr. Hoffa from 
your hotel in Chicago on August 12, 1957 ? 

Mr. Hurcnerson. On the advice of counsel, I refuse to answer, sir, 
on the same grounds. 

The CuHarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hutrcueson. I still refuse. 

The Cuatrrman. Again the record should clearly show we are in- 
terrogating the witness about union affairs. 

Mr. Kennepy. And wasn’t that telephone call in fact paid out of 
union funds, the telephone call that you made to him on August 12? 

Mr. Hurcneson. On the advice of counsel I refuse to answer on the 
same grounds as prev iously related. 

The Cuarrman. The Chair, with the approval of the committee, or- 
ders and directs the witness to answer the question. 

Mr. Hutcueson. I still refuse, sir. 

Mr. Kennepy. Do you also know Mr. Sawochka of the Brother- 
hood of Teamsters? 

(The witness conferred with his counsel.) 

Mr. Hutcneson. On the advice of counsel, I refuse to answer on the 
same grounds as previously related. 

The Crarman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hutcneson. I still refuse, sir. 

Mr. Kennepy. Isn’t it a fact that you had Mr. Plymate who is a 
representative the brotherhood, telephone, and vour secretary 
telephone, Mr. Sawochka from your room on August 13, 1957? 

Mr. Hurcurson. On the advice of counsel I refuse to answer on the 
same grounds previously related. 
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The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hurcueson. I still refuse, sir. 

Mr. Kennepy. And isn’t it a fact that that telephone bill and that 
telephone call was paid out of union funds ? 

Mr. Hurcueson. On the advice of counsel I refuse to answer on 
the same grounds. 

The CHairman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hurcuerson. I still refuse, sir. 

Mr. Kennepy. Were you here at the Hotel Washington in Septem- 
ber of 1957 ? 

Did you stay at the Hotel Washington / 

Mr. Hurcneson. Well, I don’t recall the trip. I probably was, if 
the hotel bill shows it. 

Mr. Kennepy. Going on to October 13 and 14 of 1957, were you here 
at the Hotel Washington at that time ? 

Mr. Hurcneson. Well, I don’t recall right now. 

The Cuatrman. I hand you here a hotel bill, made out to M. A. 
Hutcheson, running from October 13 to October 15, 1957. I present it 
to you for your inspection and identification. 

(The document was handed to the witness. ) 

(The witness conferred with his counsel. ) 

Mr. Kennepy. What is the answer ? 

Mr. Hutcueson. It is registered to me, Mr. Kennedy. 

Mr. Kennepy. What were you doing down here at that time? 

Mr. Hurcueson. I couldn’t answer that. 

Mr. Kennepy. I see. 

The CuarrmMan. That may be made exhibit No. 58. 

(The document referred to was marked “Exhibit No. 58” for 
reference. ) 

Mr. Kennepy. On October 14, Mr. Raddock joined you at the Hotel 
Washington. What did he come down to Washington for ¢ 

Mr. Hurcuesson. I don’t recall. 

Mr. Kennepy. That wasn’t very terribly long ago. What were you 
doing down here at the time ? 

Mr. Hurcurson. Well, Mr. Kennedy, I must have been attending 
some meetings of some kind, but I do not recollect just offhand what 
they were. 

Mr. Kennepy. You and he were occupying the same room. You 
don’t remember what you were doing here? 

Mr. Hutrcugrson. No, sir; I do not. 

Mr. Kennepy. He made a number of telephone calls. His bill was 
paid out of union funds. The first telephone call he made on October 
14, 1957, was to Gary, Ind. 

(The witness conferred with his counsel.) 

Mr. Kennepy. Would you tell us what he was doing at union ex- 
pense calling Gary, Ind. ? 

Mr. HuTcHESON. ] know nothing about the telephone eall, Sir. 

Mr. Kennepy. It was to local 142 in Gary, Ind. What was that 
for ? 

Mr. Hutrcueson. I wouldn’t know. 

Mr. Kennepy. You have no idea? 

Mr. Hutrcueson. No, sir. 
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Mr. Kennepy. You have no idea why he should be calling local 142 
of the Teamsters in Gary, Ind? 

Mr. Hutrcueson. No, sir. 

Mr. Krennepy. Did you have any business with local 142 of the 
Teamsters in Gary, Ind. ? 

Mr. Hutcueson. On the advice of counsel I refuse to answer on the 
same grounds as previously related. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Hurcuegson. I still refuse, sir. 

Mr. Kennepy. We have a number of others, Mr. Chairman, but I 
want to move it along. 

Mr. Hutcheson, do you have some property adjoining the general 
offices of the international in Indianapolis? 

Mr. Hurcueson. Sir. 

Mr. Kennepy. Do you have a parking lot that adjoins the interna- 
tional headquarters ? 

Mr. Hurcurson. Do I have it? 

Mr. Kennepy. Does the international have a parking lot? 

Mr. Hurcueson. Yes, sir, the international does. 

Mr. Kennepy. To whom is that leased ? 

Mr. Hurcueson. To Wells, James Wells. 

Mr. Kennepy. Who is he? 

Mr. Hurcneson. He is my brother-in-law. 

Mr. Kennepy. How much does the international receive for that ? 

Mr. Hurcueson. $200 per month. 

Mr. Kennepy. Do you know how much he receives for renting out 
as a parking lot ? 

Mr. Hutcurson. Well, I don’t know how much he receives, no, 
without the records. : 

Mr. Kennepy. The brotherhood gets about $2,500 for that parking 
lot for the year ? 

Mr. Hurcneson. $2,400 a year. 

Mr. Kennepy. His net profit in 1957 was some $8,000. Did you 
know that? 

Mr. Hutcneson. No, I did not. 

Mr. Kennepy. Did you try to get any other lessee for the property ? 
Did you find out whether anybody would pay any more for the 
property ? ~ 

Mr. Hurcneson. We did at the beginning, and there were some 
around. But under the conditions under which he rented it, they 
were not interested at that time. The lot was for the purpose of 
supplying the employees with parking spaces for our building. They 
didn’t require the whole thing so then we decided to rent out the bal- 
ance so they could look after the lot. 

Mr. Kennepy. Is that a yearly rental, renewed each year? 

Mr. Hurcuzson. No, sir, it is on a 30-day basis, a month-to-month 
basis. 

Mr. Kennepy. Have you tried to see if anyone would pay any more 
for it since 1950 or 1951? 

Mr. Hutcneson. No, we have not. We use the parking lot our- 
selves for our employees up to 1955, the beginning of 1955, and he 
only had less than half of the lot up to that time. 
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Kennepy. Do you have a home, a hunting and fishing lodge, 


in Wisconsin ? 


Mr. 
Mr. 


Hurcneson. Yes, I do. 
Kennepy. Have you gone up there at union expense? 


Have 


you traveled up there at union expense on occasion ¢ 


Mr. Hutrcueson. 


No, sir. 


Mr. Kennepy. You never have? 

Mr. Hurcueson. Well, I might have used an air travel card once 
or twice. I don’t remember that. 

Mr. Kennepy. And has Mr. Charles Johnson joined you up there 


on occasion ¢ 

Mr. Hutcueson. Well, he has been up there. 

Mr. Kennepy. And Mr. Chapman on occasion also ? 

Mr. Hurcueson. Yes, he has been up there. 

Mr. Kennepy. And have you been dri awing, you personally been 
drawing, your per diem while you were up there / 


Mr. 
Mr. 


have, Mr. 


No, sir. 
Well, the records would seem to indicate that you 
Is that incorrect ? 


HuvuTcHEson. 
KENNEDY. 
Hutcheson. 


Mr. Hurcueson. Well, I don’t know what records you are referring 
to, sir. 

Mr. Kennepy. Were you up there for about 60 days in 1955? 

Mr. Hurcuerson. No, sir. 

Mr. Kennepy. How long were you up the re? 

Mr. Hurcueson. I would have to check up there to find out. I 
have never went up there for 60 days. 

Mr. Kennepy. Do you have any other interests up there ? whet 


other reasons would you have for going up to Iron Mountain, Wis.? 


Mr. Hurcueson. The airline goes into Ironwood. 

Mr. Kennepy. What other reason would you have for going up 
there ? 

Mr. Hurcurson. What other reason ? 


Mr. Kennepy. Other than to visit your camp. 

Mr. Hurcuerson. We have loc: al organization ns up { through there. 

Mr. Kennepy. Have i traveled very much to visit your local or- 
ganizations? 


you 


Mr. HurcuEson. To some degree, yes, the same as ot] ier on ices. 

Mr. Kennepy. How long would you stay up there in connection with 
tha 

oe Hurcurson. I would have to know the particular trip. 

Ki NNI We have the records here. On June 9, 1955, you 
went up from June 9 to June LF dthen on July 1 1 lrove up there, 
returned on the 3th: the hn back on the 14th id ret ed on the 

19D0. Do yourem aril trips? 

Mir. Hurenrson. I don't recall them clearly, no 

Mr. Kennepy. August 29 you drov ), th Mr ipman; re- 
turned on September 12: went back up again « tember 29 and came 
back on October 10. The cost according to the records of the in- 
ter! ation l, was, for you, $1 for Cl ipman, 0, 

In 1956—do you want to say anythin x about that ? 

Mr. Hurcneson. I couldn’t review the thing or discuss it, without 
having the records in front to hely »yme, 

Mr. Kennepy. The records itlnate that your expenses up and your 


plus iem, were paid out of union funds while you 


expenses back, 


pmer ¢ 
per d 
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were up there, for a total of $1,560 in 1955; $1,850 in 1956; $800 in 
1957; for a total of $3,710 for you; in 1955, Chapman, $870; and John- 
son in 1956, $200. These are the records. 

Mr. Hurcuerson. Mr. Kennedy, I cannot comment on what records 
you are referring to without having copies of the records myself. 

Mr. Kennepy. Do you deny that your trip up to your camp was 
paid out of union funds? 

Mr. Hurcneson. I say that I not intentionally at any time have 
charged it to the union. 

Mr. Kennepy. What about your per diem of $7 or your per diem 
of $15? Was that charged to union funds? 

Mr. Hurcneson. The $7 was; yes. 

Mr. Kennepy. What about the $15? 

Mr. Hurcnuerson. No, sir; not while I am up there. 

Mr. Kennepy. It never was? 

Mr. Hurcnrson. Not tomy knowledge. 

Mr. Kennepy. Is it possible that it was? 

Mr. Hurcueson. Well, it might have been possible. 

Mr. Kennepy. The way thi it your bills were submitted, you see, it 
was just traveling expenses for a particular period of time, and the 
bills show they paid you the $15 while you were up there, plus the $7. 

Mr. Hurcnrson. IT would have to look at them. 

The Cuatrman. I hand you what I understand to be the union rec- 
ords regarding these payments. I ask you to examine them and state 

whether those records are correct. 

Mr. Kennepy. Mr. Chairman, maybe he could look those over, and 
we have another witness we could put on briefly ¢ 

The Cuatrman. Allright. While you are examining those, you may 
stand aside briefly, and we will call another witness. 

Mr. Kennepy. Mr. Chairman, this is on a matter we have discussed 
before, which is a matter of some delicacy and some problem, because 
it deals mainly with a man who is now deceased. I have explained 
the circumstances to you. 

The Carman. Can we do it briefly ? 

Mr. Kennepy. We can. 

I will tell the chairman, as I have told him privately, that I have 
gone to the representative of the International Brotherhood of Car- 
penters, and also the representative of Mr. Hutcheson, who is now 
the general president of the Carpenters, and said that we had the in- 
formation indicating that there was a misuse or embezzlement of some 
property of the International Brotherhood of Carpenters, and that 
the embezzlement was on the part of the former president of the Car- 
penters, Mr. Hutcheson, senior. I said that, in view of the fact that 
Mr. Hutcheson was dead and was not, obviously, not able to come here 
and answer the questions himself, the committee would be glad to settle 
this matter in private; that, if we could have an impartial third party, 
we would submit the information that the committee had to this im- 
partial third party in private and let the impartis al third party then 
make a decision as to whether this property, in fact, now belongs to the 
International Brotherhood of Carpenters rather than to the heirs of 
Mr. Hutcheson. 

The CHairman. The question is not to reflect upon anyone, other 
than to try to ascertain whether the property properly belongs to the 
union: is that correct ? 
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Mr. Kennepy. That is correct. As I said, we tried to work it out 
so that the matter would not be made public. 

The Cuarrman. In other words, the investigation made by the staff 
indicates that this property to which you refer properly belongs to the 
union and not to the heirs of Mr. Hutcheson, decreased ? 

Mr. Kennepy. That is correct. We have had these conferences and 
discussions with the representatives of the international brotherhood, 
and also with an attorney for Mr. Hutcheson, junior. 

Most of this property is now in trust. It was the feeling of the 
attorneys for the international that they could not make any commit- 
ment. It was the feeling of the attorney for Mr. Hutcheson, junior, 
that this was a matter now before the courts, or it was in trust, and, as 
being property in trust, that Mr. Hutcheson, junior, could not make 
any ¢ commitment on it. 

The Carman. What is the approximate sum! Give us an esti- 
mate or value of the value of the property. If it is a trifling matter, 
I don’t think the committee should go into it. 

Mr. Kennepy. The present value of the property, Mr. Chairman, is 
approximately a quarter of a million dollars. 

The CuarrMan. Some $250,000 value is involved ? 

Mr. Kennepy. At the present time. That is what the property is 
worth. 

The Cuarrman, Allright. Proceed. Whois your witness? 

Mr. Kennepy. The witness has an extensive memorandum, Mr. 
Chairman, on this whole matter, and he can put the memorandum into 
the record and summarize it, if you wish. 

Mr. Travis. Mr. Chairman, in all fairness, so that no inferences can 
be drawn, I answered Mr. Kennedy’s proposal on behalf of Mr. 
Hutcheson, and I would like to have the committee know the reasons 
I gave for having to refuse that proposal. The property is now, as 
I understand it, and I just learned this, myself, since this started— 
I knew nothing of it—is a piece of real estate which is now owned by 
the trustees of William L. Hutcheson’s estate. As I pointed out to 
Mr. Kennedy, the probate court of Marion County, Ind., could not 
delegate its functions to an arbiter, even if we wanted to. Mr. 
Hutcheson, himself, is a trustee and, as a trustee, cannot commit trust 
property, of course, without the authority of the court. But, as I 
understand it, the matter is again going to be reviewed, since it has 
been brought up. 

Of course, William L. Hutcheson, being dead, is the real man who 
can tellus. As I understand it, no man is alive today who can. But 
it is my understanding that Maurice Hutcheson will review the matter 
with their executive board. 

The CuHamrman. They may do so. We will place in the record the 
work that the staff has done on that and get just a brief summary so 
that, if we have information here that is of interest to and for the wel- 
fare of the membership of the Carpenters Union, it should be, of 
course, placed in the record. 

Mr. Travis. I wanted the committee to know that it was impossible 
to accept it. 

The Cuatrman. I clearly understand. Incidentally, that is a signal 
for a rollcall vote in the Senate. 

Have you been sworn in this series of hearings? 
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Mr. Ranstap. No, sir, Mr. Chairman. 

The CHarrman. Do you solemnly swear the evidence you shall give 
before this Senate select committee shall be the truth, the whole truth, 
and nothing but the truth, so held you God ? 

Mr. Ransrap. I do. 
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Mr. McCiexuan, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany 8. Res. 363] 


The Senate Select Committee on l[mproper Activities in the Labor 
or Management Field, created and authorized by Senate Resolution 
74, agreed to January 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221, agreed to 
January 29, 1958, of the 85th Congress, 2d session, under the rules 
of procedure adopted by the committee on February 5, 1957, and under 
the Standing Rules of the Senate, caused to be issued a subpena to 
Ernest Mark High which was duly served on him on May 13, 1958. 
Said subpena directed Ernest Mark High to appear forthwith before 
the committee at the committee room, Senate Office Building, Wash- 
ington, D. C., and then and there to produce certain papers, records, 
and documents and to testify relative to the subject matter under 
consideration by the said Senate Select Committee on Improper 
Activities in the Labor or Management Field. 

The subpena served upon the said Ernest Mark High is set forth 
as follows: 

Unirep STATES OF AMERICA 


CONGRESS OF THE UNITED STATES 


To Ernest Mark Hien, Individually and as Publisher of the 
Publication, The Spotlight, Em pire State Building, New 
York, N. Y., Greeting: 

Pursuant to lawful authority, you are hereby commanded 
to appear before the Senate Se ‘leet Committee on Improper 
Activities in the Labor or Management Field of the Senate 
of the United States, forthwith at their committee room 101 


20008—58——1 
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Senate Office Building, Washington 25, D. C., then and there 
to testify what you may know relative to the subject matters 
under consideration by said committee, and produce all your 
personal books and records, cash rece ipts and disbursement 
records, canceled checks, retained copies of State and Fed- 
eral income-tax returns, and all of said records reflecting the 
operation of the publication, The Spotlight; also including 
all advertising or circulation contracts, employee records, 
withhold tax statements, contracts, and correspondence 
with any labor organization, and all related documents for 
the period January 1, 1950, to date. 

Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 

To , to serve and return. 

Given under my hand, by order of the committee, this 
13th day of May, im the year of our Lord one thousand, nine 
hundred and fifty-eight. 


(Signed) Joan L. McCue iran, 
Chairman, Senate Select Committee on Imprope r Ac- 
tivities in the Labor or Management Field. 
May 13, 1958. 

I made service of the within subpena by personally serving 
the within-named Ernest Mark High, at room 5611-12, 
Empire State Building, New York, N. Y., at 2:50 p. m., on 
the 13th day of May 1958. 

(Signed) Roserr J. Corint. 


Mr. Ernest Mark High was served with a subpena duces tecum on 
May 13, 1958, returnable forthwith, to testify and to produce the 
records set forth in the aforementioned subpena. He failed to appear 
and to produce the papers, records, and documents called for in said 
subpena and failed to testify before the committee in Washington, 
D. C., although duly notified repeatedly to appear before the com- 
mittee in the Senate Office Building, Washington, D. C 

At all times since the service of the aforesaid subpena on Ernest 
Mark High on May 13, 1958, until the present, Mr. High has refused 
to comply with the subpena, to appear before the committee, or to 
make any books and records available. 

As a result of the refusal of said Ernest Mark High to appear and 
to produce the papers, records, and documents and to answer questions 
pertinent to said inquiry, the committee was prevente <d from receiving 
testimony concerning the matter under inquiry by this committee in 
accordance with the terms of the subpena served upon this witness. 

Attached hereto are telegrams. office memorandums, and other 
exhibits relating to the failure of Mr. Hizh to appear before the 
committee, together with a chronology of these events. Mr. High has 
claimed that he suffers from a physical disability which prevents his 
appearance before the committee. Despite repeated demands for 
proof of such fact, the only medical evidence he has submitted is a 
letter from a physician, addressed to him, which fails to state the exact 
nature of his disability or show any proof of disability. This statement 


is unsworn and apparently the physician refuses to swear to the state- 


ments contained in his letter 
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The subpena called for (1) Mr. High’s appearance to testify; (2) 
for the production of his papers, books, and records and of the papers, 
books, and records of his business, the publication of a labor news- 
paper, The Spotlight. 

Any physical disability from which Mr. High may be suffering can 
in no way excuse his failure to produce the papers, books, and 
records called for by the subpena. Nevertheless, he has repeatedly 
failed and refused to deliver or exhibit, or permit examination of these 
records, to the committee although warned that the failure to supply 
these records might result in a citation for contempt. 

Mr. High offered to submit to a physical examination by physicians 
designated by the Senate. In compliance with Mr. High’s suggestion 
that he was willing to be examined by a Government physician, to 
substantiate his contention that he suffered from a physical disability 
which incapacitated him from appearing before the comn ittee, arrange- 
ments were made for him to be examined by the Medical Director of 
the United States Public Health Hospital in New York City, Dr. 
Linden Johnson, on June 6, 1958, or by appointment to be made soon 
thereafter. 

Mr. High’s attorney, Mr. Alexander Etlman, telephoned to Dr. 
Johnson on June 6 and on June 27, 1958, wad stated each time that 
Mr. High was awaiting medical reports, ete.; that over a month has 
elapsed since such physical examination was first arranged. Mr. 
Ernest Mark High has, to the present time, failed to appear and sub- 
mit to such examination. 

Finally, after repeated efforts to have Mr. High submit to a medical 
examination, he reneged on this arrangement and his attorney, in a 
letter addressed to the chairman, stated Mr. High refused to submit 
to such examination on advice of his physicians. 

[t is apparent that Mr. Ernest Mark High did not act in good faith 
in requesting a physical examination to permit the committee to deter- 
mine whether he is physically incapacitated from appearing as a 
witness before the committee. 

Further evidence of the lack of good faith on the part of Ernest 
Mark High is established by the affidavit of Mr. Herbert J. Thatcher, 
attorney at law, of Washington, D. C., who states that Mr. High, on 
the very date when he stated he was physically incapacitated to appeat 
before the committee, May 22, appeared in the city court of the city 
of New York and actively participated in negotiations for settlement 
of a lawsuit between himself and American Federation of State, 
County & Municipal Employees, AFL-CIO, and likewise also ap- 
peared in court on May 28 and on June 3, the day before his appearance 
was directed to be made before the committee on June 4, 1958. Mr. 
Thatcher further states that Mr. High appeared to be in good health 
and spirits. 

That regardless . his alleged physical incapacity he has failed to 
produce, exhibit, or permit examination of his papers, books, and 
records or oliaawion comply with the duces tecum portion of the 
subpena. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and after reviewing the 
facts in this matter as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requiring 
the United States attorney for the District of Columbia to proceed 
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against the said Ernest Mark High in the manner and form prescribed 
by law, 


CHRONOLOGY OF PROCEEDINGS AGAINST ERNEST MARK HIGH 


Mr. High became a subject of interest to the committee when it 
was discovered that he had been an ad solicitor for Raddock’s Trade 
Union Courier a few years ago; that he had been arrested for soliciting 
funds without a permit, as well as on other charges. In addition, our 
committee has received complaints from businessmen who have been 
solicited by Mr. High’s periodical called The Spotlight shortly after 
having received Government contracts. 

High has had connections and contracts with the American Federa- 
tion of Labor, County & Municipal Employees International, printed 
on a biweekly basis. 

The union, we are informed, is attempting to void the contract with 
High because of his high-pressure tactics in ad soliciting under the 
guise of being a union-sponsored paper. 

May 13, 1958: A subpena (exhibit No. 1) to appear to testify and 
to produce records = tecum) was served upon Mir. Ernest Mark 
High in room 5611-12, Empire State Building, New York, N. Y. 
Accompanying this subpena was a letter (e ‘xhibits Nos. 2 and 5) to 
Mr. High giving him the option to produce the records called for in 
the subpena at the New York City office of the committee 

May 19, 1958: Mr. Alexander Eltman, counsel for Mr. High, 
appeared it the New York office and conferred with Robert Dunne, 
assistant counsel of the committee, and requested information as to 
the area of our Seatac. He advised Mr. Dunne that he would 
telephone the next day and let him know whether he would produce 
the records and arrange for an interview with Mr. High exhibits Nos 
2 and 5). 

May 20, 1958: Mr. Eltman failed to call Mr. Dunne (exhibits 
Nos. 2 and 5 

May 20, 1958: Telegrams sent by committee chairman, Senator 
John L. McClellan, to Ernest Mark High, calling for his appearance 
before the committee on May 22, 1958, at 2 p. m. (exhibits Nos. 3 and 

A). 

May 21, 1958: Telegram from High to John McClellan, chairman of 
the committee, ere extension of time to appear pursuant to 
subpena (exhibit No. 

May 21, 1958: en am from High to chairman of the committee, 
Senator John McClellan, claiming inability to comply with the sub- 
pena by reason of his physic “al condition (exhibit No. 6 

May 22, 1958: Mr. Robert Dunne phoned Mr. High’s attorney, 
Mr. Alexander Eltman. Eltman stated that High was not going to 
produce the books at the New York office or permit examination of 
these records in High’s own office, and that ‘High was standing on his 
telegrams to the committee.’ Mr. Dunne thereupon telephoned 
Mr. Hig rh, who refused to discuss the matter of the production of the 
records or compliance with the subpena (exhibit No. 7). 

May ~ 1958: Default in the appearance and compliance ae) the 
subpena by Mr. Ernest Mark High was noted in the record by the 
committee. 
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May 29, 1958: Telegram was sent by Senator John McClellan, 
chairman of the committee, to Mr. Ernest Mark High, notifying 
High that his default was noted by the committee on May 27, 1958. 
Further, that he failed to produce the documents called for in the 
subpena and Mr. High was given a final opportunity to purge him- 
self by appearing and bringing the records before the committee on 
June 4, 1958, at 2 p. m. 

June 3, 1958: Telegram from Mr. Ernest Mark High to Senator 
Jobn MeClellan, chairman of the committee, advising that he received 
Senator McClellan’s telegram of May 29 on June 2, 1958, and that 
Mr. High was awaiting medical reports on the advisability of his 
appearance before the committee. 

May 22 to June 8, 1958: Affidavit of Herbert S. Thatcher in which 
he relates Mr. High actively participated in negotiations for settlement 
of a lawsuit between himself and the American Federation of State, 
Cites & Municipal Employees, AFL-CIO in the city court of the 
city of New York on May 22, May 28, and June 3, 1958, and that he 
appeare 1d to be in ood he alth and spirits. 

June 4, 1958: Telegram from Mr. Ernest Mark High to Senator 
John McClellan, chairman of the committee, stating that the doctor’s 
report arrived and that he had been advised net to appear before the 
committee because of his physical condition. In the same telegram 
Mr. High stated, “I offer to submit to examination by physicians of 
vour designation.” 

June 4, 1958: The default of Mr. High’s appearance and failure to 
comply with the subpena was noted in the record of the committee. 

June 4, 1958: Senator John McClellan sent a telegram to Ernest 
Mark High, notifying him that his default was again noted on June 4, 
1958, and that 

(1) No proof of disability had been furnished other than a 
self-serving declaration in High’s telegram of previous date; 

(2) Notifving High that production of the records can be 
accomplished by delivering the same to our investigator in 
charge of the New York office by 5 p. m., June 6, 1958; 

(3) That the committee is willing to consider affidavits of Mr. 
High’s payeic ‘ian of his alleged disability ; 

(4) That in accordance with Mr. High’s suggestion, an arrange- 
ment was made for a err examination by Government medi- 
cal experts in New York City. 

June 5, 1958: Dr. Kenneth R. Nelson, Chief of Division of Hospitals, 
United States Public Health Service, was requested by the chief 
counsel of the committee to arrange for a physical examination by 
Government physicians as requested in Mr. High’s telegram of June 
1, 1958. 

June 6, 1958: Mr. High submitted a letter addressed to himself from 

. physician, Dr. Samuel Solomon, dated June 6, 1958, as evidence of 
te physical disability. This letter from Dr. Solomon to Mr. High 
fails to state the specific physical disability and the letter is unsworn. 
Accompanying this physician’s letter is an affidavit by Mr. High in 
which he explains that the doctor refused to make an affidavit of 
his physical condition on the ground that in 37 years of his practice 
he has never been asked to make a similar affidavit. 

June 6, 1958: Mr. Alexander Eltman, attorney for Mr. High, 
compliance with the arrangements made by committee telegram of 
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June 4, 1958, telephoned to Dr. Linden Johnson of the Public Health 
Service, who was designated to examine Mr. High on behalf of the 
Government. Mr. Eltman deferred making an appointment for 
examination awaiting the delivery of certain medical reports which he 
stated would be available in approximately 1 week. 

June 27, 1958: Mr. Alexander Eltman, attorney for Mr. High, again 
called Dr. Linden Johnson and stated that the reports from the 
physicians had not yet been obtained and no appointment was made 
for a medical examination by the Public Health Service. 

July 5, 1958: Mr. Alexander Eltman, Mr. High’s attorney, wrote a 
letter to Senator John L. McClellan, committee chairman, which is 
attached hereto and made a part hereof as an exhibit, in which he 





states, among other things: 


In his telegram to vou on June 4, 1958, Mr. High offered to 
submit to examination by physicians of your designation and 
requested you to select New York physicians who specialize 
in the diagnosis and treatment of illnesses from which he 
suffers. This offer was made in good faith but without the 
knowledge or consent of his physician. 

Mr. High has informed me that, in the opinion of his 
physicians, submission to such examination, presently, par- 
ticularly under conditions outlined by Dr. Johnson of the 
United States Public Health Service (which includes confine- 
ment in a hospital for several days) would be violative of the 
injunction to avoid emotional stress, anxiety and tension and 
to rest for 3 months. His doctors forbid any digression from 
the ordered rest. 


July 8, 1958: There is attached hereto, and made a part hereof as 
an exhibit, an affidavit executed by Dr. Linden E. Johnson, United 
States Public Health Service, Staten Island, N. ¥ 


ComMITTEE Exnutipir No. 1 
Unitep STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Ernest Marx Hiau, Individually and as Publisher of the Publica- 
tion The Spotlight, Empire State Buildin q, Ne I York, N. . 
Greeting: 

Pursuant to lawful authority, vou are hereby commanded to appear 
before the Senate Select Committee on Improper Activities in the 
Labor or Management Field of the Senate of the United States, 
forthwith, at their committee room 101, Senate Office Building, 
Washington 25, D. C., then and there to testify what you may know 
relative to the subject matters under consideration by said committee, 
and produce all your personal books and records, cash receipts and dis- 
bursement records, canceled checks, retained copies of State and 
Federal income-tax returns, and all of said records reflecting the oper- 
ation of the publication, The Spotlight, also including all advertising 
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or circulation contracts, employee records, withholding tax state- 
ments, contracts, and correspondence with any labor organization, 
and all related documents for the period January 1, 1950, to date. 
Hereof fail not, as you will answer your default under the pains 
and penalties in such cases made and provided. 
To to serve and return. 
Given under my hand, by order of the committee, this 13th day of 
Mav, inthe year of our Lord one thousand nine hundred and fifty-eight. 
JoHN L. McCue ian, 
Chairman, Senate Select Committee on Improper Activities in 
the Labor or Management Field. 
May 13, 1958. 
| made service of the within subpena by personally serving the 
within-named Ernest ge a at room 5611-12, Empire State 
Building, New York, N. Y., at 2:50 p. m., on the 13th day of May 1958. 
Ropert J. Corin. 


ComMitreE Exutipir No. 2 
May 138, 1958. 
Ernest Mark Hau, 
The Spotlight, 
Empire State Building, 
New York, Pe a 

Dear Mir. Hic: Confirming telephone conversation with Mr. 
Dunne of this staff it is requested that an appointment be set up at the 
earliest possible time, preferably Wednesday, May 14, 1958, for the 
purpose of interviewing you concerning the operations of The Spot- 
light. 

There is attached a subpena duces tecum covering books and 
records of your organization. While it requires the forthwith produc- 
tion of these records in Washington, you are advised that, at your 
option, we will examine them at your offices or at our New York office. 

Sine erely vours, 
Roperr F, Kennepy, Chief Counsel. 


Commirree Exurpir No. 3 
May 20, 1958 
Mr. Ernest Mark Hien, 
AFL Spotlight, 
Emoyire State Building, 
New York, N. Y. 

Pursuant to subpe na duces tecum served on you, you are hereby 
directed te appear m room 101, Senate Office Buildi ng, Washington, 
D. C., at 2 p. m. on Thursday, May 22, 1958 

JoHn L. McC Lean, 


Chairman, Senate Select Committee on Im pro per Activities 17 
a Laho oO? Manaue ment Fiela 
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ComMiITtreE Exuisir 3—A 
May 21, 1958. 
Mr. Ernest M. Hien, 
AFL Spotlight, 
Em pire State Building, 
Ne wW York ( ity, N, i 
Pursuant to subpena, necessary you report at 2 p. m., Thursday, 
May 22, 1958, as instructed in previous telegram. 
JoHn L. McCLe.uan, 
Chairman, Senate Select Committee To Investigate Imprope r 
Activities in Labor or Management Field. 


New York, N. Y., Alay 21, 1958 
Hon. Jonun L. McCue. 
Chairman, Senate Select Committee on Improper Activities in the 
Labor 0 Manaae ment [ eld, Nenate Office Building, Was/ : 
ngton, D.C. . 


This morning at 10 a. m., I received a telegram from you directing 
me to appear in room 101, Senate Office Building, tomorrow at 2 p. m. 


1 re spect fully request an extension ol 2 weeks. Letter ( ontaining the 
urgent reasons mpelling this request or an ext nsion follows. 
Ernest M. Hiau, 
I hie Spotlight 
(‘OMMITTEE Exutisit No. 5 
SELECT COMMITTEE ON LABOR-MANAGEMENT, 


Vay 21, 1958. 

To: File. 
From: Robert Emmet Dunne 
Subj ct: Ernest Mark High; The Spotlight 

The Spotlig tis operated by Ernest Mark High He has several 
convictions and was a former solicitor for the Trade Union Courier. 
Tl e& committee has received several complaints on 1ts met! od of ad 
soliciting. The Federal Trade Cominission is presently proceeding 


against them and the matter is awaiting a hearing. 
May 18, 1958: I telephoned High and requested an appointment 


for the purpose of interviewing him. He replied, ‘‘Put the matter in 
writing and I'll discuss it with counsel.’”’ That afternoon I sent a 
letter under R. F. K.’s signature with GAO investigator and a personal 
subpena, which was served on High. This subpena also called for the 
production of The Spotlight’s books and records. 

On about May 15, Kopecky called and said that Alexander Eltman 
(attorney for two of Dio’s paper locals), counsel to The Spotlight, 
had been in touch with Tom Lavenia. Lavenia called Kopecky and 
said High, Eltman, and Lavenia would probably be in on Saturday 
morning to consult with me in Washington. They never came. 

May 19, 1958: Eltman phoned and requested to come in. I sug- 
gested that instead of that, he just rive us permission to see the books 
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and interview High. He insisted on coming in to discuss the matter 
first. He came in that afternoon and I told him generally the areas 
that I intended to go into. He was surprised that we knew of his 
contact with Lavenia. He promised to call me the following day 
(Tuesday, May 20) and let me know if and when we could expect the 
records and interview High. I told him that failing to hear from 
him by the evening of the 20th, I would recommend that the com- 
mittee advise his client that the subpena would be called. 

May 20: He did not phone. I tried at 5:30 p. m. to reach both 
but they were “out.’’ Called Ken O’Donnell, and a telegram was 
sent to High calling the subpena for May 22. 

May 21: E ltman called at 10:15 and said that they had not received 
anv telegram but that his client wanted a “few more days’”’ to con- 
sider his position. I told him he would probably be getting a telegram 
from Washington presently. 


ComMITrErE Exursitr No. 


New York, N. Y., May 21, 1958. 
Hon. Joun L. McCuie.uan, 

Chairman, Senate Select Committee on Improper Activities in 
the Labor or Management Field, Senate Office Building, 
Washington, a. G2 

Your second telegram of the day arrived prior to the conclusion 
of a letter I was preparing explaining the reasons for requesting a 

2-week extension of my appearance before you. My request for an 
extension is made imperative by my inability to comply with your 
subpena because of my physical condition. I fully intend to comply 
with your subpena as soon as I am physically capable of doing so. 
Among other illnesses, I suffer from a diaphragmatic hernia and acute 
hypertension for which I recently was treated at a sanatorium for 
14 weeks. The medical staff unanimously agreed that my hyper- 
tension was at a point bordering a fatal stroke. ‘This morning one 
of these doctors warned me against getting into an atmosphere 
charged with excitement and tension until he could examine me under 
clinical conditions and be certain that my appearance would not 
jeopardize my life. Arrangements for such an examination have been 
made and I therefore respectfully renew my request for a 2-week 
adjournment. 

Ernest M. Hien, 
The Spotlight. 


CommiITTeE Exutpit No. 7 


MEMORANDUM 
May 2% 


to 
to 


, 1958. 
To: Mr. Robert F. Kennedy. 
Krom: Robert E. Dunne. 
Re Ernest Mark High. 

At about 12:30 today Ken O’Donnell informed me of the receipt of 
High’s telegram. On his instructions I called High’s attorney 
ltman and informed Eltman that if the records were not made avail- 


S. Rept. 2266, 85-2 2 
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able for ex: amination in our New York City office or at High’s office 
by 2 o’clock today, the subpena would be called. 

Eltman told me that High was not going to produce the books here 
or let us see them up there (at High’s) ; “that when his health permitted, 
he would deliver them “in a moving van’’ to Washington. 

[ requested a direct answer to the question, ‘‘Do you refuse to pro- 
duce the books at the committe e’s New York office or at High’s New 
York office by 2 p. m. today? 

He stated he could not give me a direct answer but would consult 
with his client and call me back. 

At 12:45 he phoned again and stated that the only answer he could 
give me is, “High stands on his telegrams to the committee.’’ I told 
him I needed a direct answer and he agreed that I should call High 
direct. He gave me High’ s New York telephone number (Chickering 
4—8100). 

At 12:50 I called High and he told me that he did not want any 
que stions asked and I said I wanted a direct answer to a question and 
before I could ask the question, he replied, “‘You are not going to get 
an answer to any question” and hung up. 

Dictated over the phone. 


AMALGAMATED MEatT CuTtrers AND ButcHERS WORKMEN OF NorTH 
AMERICA 


UnirEep STATES SENATE, 
SELECT CoMMITTEE ON IMproPER ACTIVITIES 
IN THE LAROR O?% \iANAGEMENT FI¥Lp, 
Washington, D. C., Tuesday May 27, 1958. 

The select committee met at 10:30 a. m., pursuant to Senate 
Resolution 221, agreed to January 29, 1958, in the caucus room, 
Senate Office Building, Senator John L. McClellan (chairman of the 
select committee) presiding. 

\ embers of the select committee present: Senator John L. Vie- 
Clellan, Democrat, Arkansas; Senator Barry Goldwater, Republican, 
Arizona; and Senator Carl T. Curtis, Republican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; Walter R. May, investigator; George H. \fartin, in- 

vestigator; John Cye Cheasty, investigator; and Ruth Young Watt, 
chief clerk. 

(At the start of the session, the following members are present: 
Senators MeClellan and Goldwater. ) 

The CuHatrMan. The committee will be in order. Mr. Ernest 
Mark High? Mr. High was expected to be here yesterday. Ap- 
parently he has not put in his appearance. This is a matter the 
committee will have to give prompt attention to. There is some 
indication, a rather strong indication, that he is not trying to cooperate. 

Mr. Counsel, prepare the necessary papers for contempt and have 
them ready to submit to the committee as early as possible. 

“4 2 10 is the witness? Mr. Ploc! 

. KENNEDY. an Mr. Chairman. 

7 or the purpose of the record, with re spect to Mr. High, the subpena 

it 


, 


and the telegrams, and the correspondence in connection with 


may be placed in the record as ex hibits at thi is point. They will 
? 


numbered separately. This is with regard to the matter of Mr. High 


we 
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They will be made exhibits 1, 2, 3, 4, and 5 in order of their dates, 
beginning with the subpena and the return thereon. 

(The documents referred to will be marked “Exhibits 1, 2, 3, 4, 
and 5” for reference.) 


New York, N. Y. 
Hon. Joun L. McC Le ian, 

Chairman, Senate Select Committee To Investigate Improper 
Activities in the Labor or Management Field, Washington, 
pt 

After several discussions this week with Mr. Paul Tierney of your 
staff concerning the physical condition of my client, Mr. Ernest M. 
High, 1 consulted with Mr. High at his home. Letter following. 

ALEXANDER ELTMAN. 


New York, N. Y., June 4, 1958. 
Joun L. McCie.uan, 
Chairman, Senate Select Committee To Investigate Improper 
Activities in Labor or Management Field, Washington, D. C.: 
have just received from my physicians the report and results of 
my physical examination reference to which has been made in my 
prior telegrams to you. The report reads as follows: “Your medi- 
eal examinations and laboratory tests were completed today. Un- 
fortunately, the improvement, as manifested in your last examination 
and as contained in my report of April 14, 1958, has not only 
failed to continue, but in fact, your condition has now greatly retro- 
gressed. It is imperative that emotional stress, excitement, and 
anxiety of any kind be studiously avoided. Any digression may 
cause a fatal stroke. The problem of your diaphragmatic hernia ts 
not being dealt with in this report.”’ 

In viev of my serious physical condition and particularly in light 
of the fact that very recently another publisher of a labor paper whom 
I knew well and who I knew was suffering from a far less serious 
illness than mine died in the committee’s hearing room. You can 
appreciate my apprehension and fear to subject myself to a situation 
which in the opinion of medical authorities could be fatal. In the 
interest of preserving my life I must heed their advice and respect- 
fully request the indulgence of the committee. As I have previously 
indicated to you I have no desire or intention to ignore the processes 
of your committee nor has it ever been or is it now my intention to 
impose on your committee. My prims ry concern must naturally be 
to preserve my life. I offer to submit to examination by physicians 
of your designation. If you will select New York physicians who 
specialize in the diagnosis and treatment of illnesses of which I suffer, 
I will‘submit to examinations and tests by them. I will make avail- 
able for their inspection and consideration all prior records, history, 
laboratory tests and X-ray of my case and authorize my physicians 
to discuss my case with them. 

Ernest M. Hiau, The Spotlight. 
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MaxweE.i Rappock, PusLisHerR or TrapE Union Courter, AMAL- 
GAMATED Meat CurTrers AND ButcHeR WorkKMEN OF NorrtH 
America, TRANSACTIONS BY UNITED BroTrHEeRHOOD OF Car- 
PENTERS 

UniTeD STATES SENATE, 
SeLEcT COMMITTEE ON IMPROPER ACTIVITIES 
IN THE LABOR OR MANAGEMENT FIELD, 
Washington, D. C., Wednesday, June 4, 1958. 

The select committee met at 11:10 a. m., pursuant to Senate Resolu- 
tion 221, agreed to January 29, 1958, in room 457 of the Senate Office 
Building, Senator John L. McClellan (chairman of the select com- 
mittee) presiding. 

Members of the select committee present: Senator John L. Mc- 
Clellan, Democrat, Arkansas; Senator Sam J. Ervin, Jr., Democrat, 
North Carolina. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; Jerome S. Adlerman, assistant chief counsel; John J. 
McGovern, assistant counsel; Paul J. Tierney, assistant counsel; 
Robert E. Dunne, investigator; Charles E. Wolfe, accountant, GAO; 
Francis J. Ward, accountant, GAO; Karl Deibel, accountant, GAO; 
Ruth Young Watt, chief counsel. 

~ * * * 7 ~ * 

Mr. Mappock. I don’t know whether those records are complete. 
They would have to show in one form or another that they were paid 
for. 

The CuatrmMan. They should. 

Mr. Mappock. They probably do, Mr. Chairman. 

Mr. WatpmMan. Mr. Chairman, I take it we will be given an 
opportunity to examine those records before your hearings are com- 
aot on that? 

The CHatrMAN. Yes, sir, you may examine them. All right, is 
there anything further? 

Senator Ervin. Can you give me any reason why Louis Block 
would want to have a bond that was purchased for his wife put into 
her maiden name rather than her name as his wife? 

Mr. Mappock. I believe, Mr. Senator, you would have to ask 
either Louis Block or his wife for the answer to that, because World 
Wide Press Syndicate, to my knowledge, never suggested in whose 
names the bond purchases should be made out. It was only the bond 
purchaser who decided in whose name the bond purchase should be 
made out. We were not the masters of that situation. 

The Cuarrman. Allright. Is there anything further? 

Mr. Mappock. Thank you, Mr. Chairman, for the privilege. 

Mr. Kennepy. Mr. Chairman, several days ago you called as a 
witness Ernest Mark High, who did not appear in answer to a sub- 
pena. We have since sent him a telegram and told him that he 
could expunge the record if he appeared today. I would like to call 
him again, if we may. Can we call him again? 

The CuatrMan. What is the name? 

Mr. Kennepy. Ernest Mark High. 

The CHatrman. On May 29th, as chairman of the committee, I 
sent a wire to Mr. Ernest Mark High, AFL Spotlight, Empire State 
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Building, New York, N. Y., in which he was notified—and this wire 
may be printed in the record at this point—in which he was notified 
that he had defaulted in appearance before the committee pursuant 
to a subpena served on him on May 13, 1958, and that that default 
had been noted on May 27th. Such default. would subject him to a 
penalty of contempt of the Senate. Then he was advised 

You will be given a final opportunity to purge yourself of contempt by anpearing 
and bringing said records before the committee at room 101, Senate Office Building, 
Washington, D. C., on Wednesday, June 4, 1958, by 2 p. m. Upon failure to 
appear and produce the records, the committee will proceed with contempt action. 

I received a reply by Western Union which may be incorporated in 
the record at this point, dated June 2. This states that the telegram 
sent, to which I have referred, was delivered to Mr. High. 

(The documents referred to follow:) 


New York, N. Y., 3 12:07 p.m. 
JoHn L. McCue ian, 
Chairman, Senate Select Committee to Investigate Improper 
Activities in Labor or Management Field, Washington, D. C.: 
Your telegram of May 29 was not received by my office until June 2, 
1958, because of the intervening Memorial Day weekend, I did not 
reply immediately because I had expected to receive a medical report 
respecting my physical ability to appear before your committee and as 
I have heretofore informed you to make certain that such appearance 
would not jeopardize my life I have been told that I may expect such 
a report tomorrow and upon its receipt will advise. 
Ernest M. Hicaa, 
The Spotlight. 


SENATE SELECT CommiTTEeE To INVESTIGATE 
IMPROPER ACTIVITIES IN LABOR OR MANAGEMENT FIELD, 
May 29, 1958. 
Mr. Ernest Mark Hiau, 
AFL Spotlight, 
Empire State Building, New York, N. Y.: 

You are hereby notified that your default in appearance before 
the committee pursuant to a subpena served upon you on May 13, 
1958, was noted on May 27, 1958. Your default subjects you to 
the penalty of contempt of the Senate. 

It is further noted that you failed to produce any records called 
for by the subpena. 

You will be given a final opportunity to purge yourself of contempt 
by appearing and bringing said records before the committee at 
room 101, Senate Office Building, Washington, D. C., on Wednesday, 
June 4, 1958, by 2 o’clock p. m. Upon failure to appear and pro- 
duce the records, the committee will proceed with contempt pro- 
ceedings. 

JoHn L. McCrie.ian. 
Chairman, Senate Select Committee To Investigate Improper 
Activities in Labor or Management Field. 
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New York, N. Y., June 2, 1958. 
JoHN L. McC Le.ian, 
Chairman, 
Select Committee, 
Washington, D. C.: 
Asking Rpt. Doly. 
Ernest Mark Hiau, 

AFL Sportlight, Empire State Building. 





Mr. Kennepy. Mr. Chairman, we have not had any response from 
Mr. High, but we do have an affidavit from an attorney in New York. 
We might ask if Mr. High is present here now. 

The CuarrmMan. I will. Mrs. Watt, call room 101 and have him 
called there by someone. Let them identify himself to see if he is 
present. 

Mr. Kennepy. The affidavit shows that he has been active in 
New York City over fas period of the past week over the days that 
he was called on to appear before the committee, despite the fact that 
he claimed he was home. Also, we have information that he was at 
his office during this pertinent period of time. 

The CuarrMan. Mr. High? Ernest Mark High? 

He does not reply. All right, we will finish out in this letter a little 
later. 

In the meantime, this affidavit from Mr. Herbert S. Thatcher, an 
attorney at law, whose offices are at 1009 Tower Buil ling, Washington, 
D. C., the affidavit being dated the second day of June 1958, may be 
inserted into the record at this point. 


AFFIDAVIT 


Unirep States or AMERICA, 
District of Columbia, ss: 

Having been requested to do so by a representative of the McClellan 
committee, employed on the staff of Robert Kennedy, counsel for that 
committee, I make the following statement: 

My name is Herbert 5S. Thatcher, and I am an attorney at law, with 
offices at 1009 Tower Building, Washington, D.C. This is to certify 
that I was present in the city court of the city of Nev w York, New York 
County, on Thursday morning, May 22, 1958, at 10 a. m. in connection 
with a lawsuit which had been set for trial at that — before a judge 
whose name, I believe, is Shapiro. 

The name of the lawsuit is Ernest M. High v. Arnold S. /ander, as 
international president of the American Federation of State, County, 
and Municipal Employees, AFL-CIO, and involved a claim by Mr. 
High for the cost of printing an alleged number of excess copies of the 
newspaper Spotlight. Iam general counsel for the federation and was a 
necessary witness in the case. Mr. Zander and the union were repre- 
sented by Attorney Martin E. Raphael, 38 Park Row, New York, 
N. Y. Present in court were Mr. High and his attorney, Mr. Alex- 
ander Eltman, Empire State Building, New York, N. Y. Mr. High 
appeared to be in good health and spirits. At a pretrial conference 
with the judge, the judge indicated that the case should be settled, and 
accordingly we adjourned the matter until Wednesday, May 28, 1958. 
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Following the conference at the bench, we discussed possible settle- 
ment back and forth between Mr. Eltman, Mr. High, and a Mr. 
Jerry Wurf, of 22 Elk Street, New York City, who is federation repre- 
sentative. We broke off these discussions around noon. 

On Wednesday morning, May 28, 1958, I again appeared in that 
same court, before the same judge, along with Mr. Raphael and 
Mr. Wurf. Present in court at 10 a. m. and ready for trail were Mr. 
High and Mr. Eltman. The judge again indicated that the case should 
be ‘settled, and after a discussion among the parties above mentioned, 
it was decided to again adjourn the case until Tuesday, June 3, 1958, 
to permit the parties time to work out the details of a settlement. 

All of the named above parties (excluding, of course, the judge) 
then went over to Mr. Wurf’s offices at 22 Elk Street where we spent 
the rest of the day until at least 4 o’clock in the afternoon (when I 
left) in working out the details of a settlement. We worked steadily 
through this entire period, not even adjourning for lunch, although 
lunch was sent in to us in the office. Mr. High again appeared to be 
in good health and in good spirits during the period that I was with 
him. Mr. High took an active part in the negotiations. 


[S] Hersert S. THATCHER. 
Sworn and subscribed to before me this 2d day of June 1958. 


[S] THomas T. Mort, Jr., 
Notary Public, District of Columbia. 


Mr. Kennepy. Mr. Chairman, I would like to call Mr. Dunne to 
finish up this testimony. 
The CHarrMAN. Mr. Dunne, take the stand. 


TESTIMONY OF Rospert DuNNE—RESUMED 


The CHarrMAN. These witnesses have been previously sworn. You 
may proceed, Mr. Counsel. 

Mr. Kennepy. Mr. Dunne, we talked about the World Wide Press, 
which produces the Trade Union Courier, or where the Trade Union 
Courier is printed. What were the gross sales in 1957, so we will have 
an idea of the size of the World Wide Press? 

What were the gross sales in 1957 of World Wide Press? 


JUNE 5, 1958. 
Mr. Ernest Mark Hiau, 
“The Spotlight,” 
Em pire State Building, New York City, N; F: 

Replying your telegram June 4, you are notified your default in 
appearance and production of documents called for in subpena served 
May 13 was recorded and contempt proceedings will be voted upon 
next committe e executive session. 

No proof of disability has been furnished other than self-serving 
declarations in your telegram. 

Production of subpenaed documents can be accomplished by deliver- 
ing them to investigator in charge of our New York City committee 
office at Federal Court House, Foley Square, room No. 607-H by 
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The committee willing to consider affidavit from your physician as 
to your alleged disability if received before 9 a. m. June 9, 1958. 

in accordance your suggestion in telegram we arranged for physical 
examination by Government medical experts. To comply, immedi- 
ately call deputy medical officer in charge, Dr. Lindon Johnson, 
United States Public Health Service Hospital, Stapleton, Staten 
Island, for appointment. 

If compliance made by timely production of records, submission of 
affidavit from your physician, and prompt appointment for medical 
examination by Government physicians, the vote on your default will 
be adjourned to consider medical report. 

On advice of your office your attorney, Mr. Alexander Eltman, was 
informed of the above this morning. 

JOHN L. McCLe.uan, 
Chairman, Senate Select Committee To Investigate Improper 
Activities in the Labor or Management Field. 


New York, N. Y., June 6, 1958. 
JoHN L. McCiectan, 
Chairman, Senate Select Committee To Investigate Improper 
Activities in the Labor or Management Field, Washington, D. C.: 
Air mail special delivery letter responding to your telegram of 
June 5, 1958, being mailed today. 


Ernest Mark Hiau. 


Tue SpPotTuicHt, 
New York, N. Y., June 6, 1958. 
Hon. Joun L. McCue ian, 
Chairman, Senate Select Committee To Investigate Improper 
Activities in the Labor or Management Field, Washington, D. C. 

Sir: This is in reply to your telegram dated June 5, 1958,. which 
was delivered to my office today, June 6, 1958, at 9:45a.m. At the 
time of the delivery of the te legr am I was being examined by one of 
my physicians, Dr. Samuel L. Solomon, and I am enclosing herewith 
Dr. Solomon’s report to me of the results of such examination, together 
with my affidavit to the effect that Dr. Solomon did so deliver such 
letter to me. 

Dr. Solomon has informed me that in his 37 years of medical prac- 
tice he has never incorporated his findings in affidavit form. 

In furtherance of my offer in a prior telegram to you to submit to 
examination by physicians of your designation and in accordance with 
your request, I asked my attorney, Alexander Eltman, to telephone 
Dr. Lindon Johnson of the United States Public Health Service to 
make an appointment. Mr. Eltman informed Dr. Johnson that I 
was in the process of requesting my various physicians to forward to 
me all of the results of prior examinations, laboratory tests, and 
X-rays, and it was agreed between Mr. Eltman and Dr. Johnson that 
Mr. Eltman was to call Dr. Johnson as soon as I receive this material. 
It is expected that I will receive these reports, tests, and X-rays in 
about a week’s time. 

Very truly yours, 


Ernest Mark HiGu. 
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STaTE OF NEw YORK, 
County of New York: 

Ernest Mark High, being duly sworn, deposes and says: 

On June 6, 1958, I was examined by Dr. Samuel L. Solomon at his 
office. I requested Dr. Solomon to prepare an affidavit, which 
affidavit would incorporate the results of my examination and his 
findings respecting my physical condition. Dr. Solomon stated to 
me that in his 37 years of medical practice, he had never prepared 
such an affidavit, and for this reason this affidavit is made by me and 
not Dr. Solomon. I am attaching hereto and making part hereof a 
photostatic copy of the findings and opinion of Dr. Solomon which 
Dr. Solomon gave me. 

Ernest Mark Hiau. 

Sworn to before me this 6th day of June 1958. 


ALFRED OLONOFF, 
Notary Public, State of New York. 
(commission expires March 30, 1959. 


BrookiyNn, N. Y., June 6, 1958. 

Dear Mr. Hien: This is to report to vou on your last medical 
examination completed today. 

Unfortunately, there has been a definite retrogession from the im- 
provement manifested in vour examination on April 14, 1958. In 
view of the serious implications of your condition, it is imperative 
that emotional stress, excitement, and anxiety of any kind be studi- 
ously avoided. It would be most hazardous to deviate from these 
instructions. 

It is urgently recommended that you avail yourself at once of a 
period of rest for at least a 3-month period. 

It is hardly necessary for me to stress any further the seriousness 
of your condition, and [ trust my advice will receive prompt atten- 
T1o} 

Very truly yours, 


SamurE.L L. Sotomon, M. D. 


lFront of envelope 
[Postmark] 
THE SPOTLIGHT 
PUBLICATION OFFICE 
EMPIRE STATE BUILDING 
NEW YORK 1, N. ¥ 
Via airmail 


SPECIAL DELIVERY 


Hon. Jonn L. McCuritian, CHAIRMAN 
SENATE SELECT COMMITTEE 

To INVESTIGATE IMPROPER ACTIVITIES IN 
THe Lapor or MANAGEMENT FIELD 
WASHINGTON, D. es 


[Back of envelope] 


Washineton, D. C., June 7, a. m., 1958. 
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JUNE 5, 1958. 
KENNETH R. NELSON, 
Chief OJ Division of Hosp tals. United States Public Health 
Service, HEW Build ng, Washington, D. ¢ 

My Dear Dr. Netson: Confirming conversation between Mr. 
Adlerman of the Committee staff and Dr. Gehrig of your office, it is 
requested that arrangements be made to conduct a physical examina- 
tion of Mr. Ernest Mark High of The Spotlight located at the Empire 
State Building, New York City. This examination is to determine 
whether he is disabled to such an extent that it would endanger his 
health to appear and testify as a witness before this committ 

The following Is an exhibit of a telegram Mr. High sent to the 
committee today: 

“Your medical examinations and laboratory tests were completed 
today. Unfortunately, the improvement, as manifested in your last 
examination and as contained in my report of April 14, 1958, has not 
only failed to continue, but in fact, your condition has now greatly 
retrogressed. It is imperative that emotional stress, excitement, and 
anxiety of any kind be studiously avoided. Any digression may 
cause a fatal stroke. The problem of your diaphragmatic hernia is 
not being dealt with in this report. * * * 

“* * * T offer to submit to examination by physicians of your 
designation. If you will select New York physicians who specialize in 
the diagnosis and treatment of illnesses of which I suffer I will submit 
to examinations and tests by them. I will make available for their 
inspection and consideration all prior records, history, laboratory 
tests, and X-ray of my case and authorize my physicians to discuss 
my case with them. 

The committee is in possession of an affidavit which discloses that 
Mr. High has attended court several times in the past week and 
actively took part in negotiations of a apogee an nature, which 
raises a question in the committee’s mind as to the validity of Mr 
High’s claim to physical disability. 

Your cooperation in this matter will be most deeply appreciated. 
The committee will bear any expenses which may be incurred. 

Sincerely yours, 
Ronertr F. KenNNeEpy, 
Chae f ( ‘ounsel., 


Law OFFICES 
ALEXANDER ELTMAN 


New York, N. Y., July 5, 1958. 
Hon. Joun L. McCue van, 
Chairman, Senate Select Committee To Investigate [mproper 
Activitie Ss in the Labor or 4 Van agem ent Field. W as hin gton, dD. C: 
Dear Srr: During the past week I have had several doenaeiienss 
with Mr. Paul Tierney of your staff with respect to the physical 
condition of my client, Ernest M. High, and his in: ‘bility, because of 
the nature of his illness, to presently comply with the subpena requir- 
ing his attendance before your committee. 
[ have since visited with Mr. High at his home and he has requested 
me to address this letter to you. 
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Your files will indicate that when Mr. High was directed initially 
to appear before your committee on May 22, 1958, he informed you 
of _ nature of his illness. In his telegram to you on May 21, 1958, 
he explained that he suffered, among other things, from a diaph rag- 
matic hernia and acute hypertension. He pointed out that he had, 
shortly prior to the issuance of your subpena, been under treatment 
at a sanatorium for a period of 14 weeks and that the medical staff 
had unanimously agreed that his hypertension was then at a point 
bordering on a fatal stroke. 

Needless to say, when the requirement of appearing before your 
committee arose, Mr. High became understandably concerned whether 
the state of his health was such that an appearance before your com- 
mittee charged, as it must be, with excitement, tension and anxiety, 
would have a deleterious effect upon his health. Adding to the 
normal concern which a person with his ailments would necessarily 
have was the fact that, recently, another labor publisher, whom Mr. 
High knew well and who he knew was suffering from a far less serious 
illness, died suddenly as he was about to appear before your com- 
mittee. 

Mr. High has done what any person in his position should do. He 
consulted his physicians to determine whether his life would be jeopar- 
dized by an appearance before your committee. Your files contain 
the results of the examination which he underwent. Dr. Solomon, 
who signed the report, is a leading internist, has been in practice for 
37 years and is the medical director of the sanatorium where Mr. 
High staved for 14 weeks. Dr. Solomon notes that, instead of im- 
provement, there has been marked retrogression in Mr. High’s con- 
dition and that a 3-month period of rest is imperative in order that 
he may avoid emotional stress, excitement, and anxiety. 

In his telegram to you on June 4, 1958, Mr. High offered to submit 
to examination by physicians of your design: ation and requested you 
to select New York physicians who specialize in the diagnosis and 
treatment of illnesses from which he suffers. This offer was made in 
good faith but without the knowledge or consent of his physician. 

Mr. High has informed me that, in the opinion of his physicians, 
submission to such examination, presently, particularly under condi- 
tions outlined by Dr. Johnson of the United States Public Health 
Service (which includes confinement in a hospital for several days) 
would be violative of the injunction to avoid emotional stress, anxiety 
and tension and to rest for three months. His doctors forbid any 
digression from the ordered rest 

Mr. High has reque rh me to repeat to you, on his behalf, that he 
has no desire or intention to ignore the processes of your committee 
or to impose upon mig 

Since the question of appearing before your committee should be 
resolved on the basis of subjective considerations, Mr. High must, of 
necessity, in the interest of preserving his life, give heed to the dire 
warnings of his physician and do what he can to avoid jeopardy to his 
life. 

He has asked me to request that the committee f1Ve him the 
opportunity to comply with his physician’s directive that he avoid 
stress, anxiety, and tension and that he rest for a three month period. 

[ made the suggestion to Mr. Tierney that the resolution of the 
question of Mr. High’s appearance be postponed until he has con- 
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cluded the 3-month period of rest prescribed by his doctor, at which 
time he will ask his physicians to reevaluate their findings and advise 
him again, at that time, of the condition of his health. 

I respectfully renew that suggestion. It is apparent that the time 
and attention of the committee during the next several months will 
be occupied with matters which have no connection with Mr. High. 
It is difficult to comprehend how a postponement of Mr. High’s 
scheduled appearance could interfere with the activities and function 
of your committee. 

I, therefore, request that your committee give consideration to the 
extenuating circumstances existing in this matter and not compel 
Mr. High to presently jeopardize his life by appearing before your 
committee at this time. 

Respectfully yours, 
yy 


ALEXANDER ELTMAN. 


STatreE OF New York 
County of Richmond, ss: 

Dr. Linden E. Johnson, being first duly sworn, deposes and savs 
that: 

(1) He is a commissioned ee rin the United States Public Health 
Service, currently assigned as medical director and deputy medical 
officer in charge, of the U nite ‘d states Publi Healt Service Hospital 
at Staten Island, N. Y.; 

2) Prior to June 6, 1958, affiant was advised by Dr. Lee Gehrig 
Assistant Chief of the Hospital Division of the United States Pubhe 
Health Service that the United States Public Health Service had been 
requested by the Senate Select Labor Committee, through Mr. Paul 
Tierney, assistant counsel to said committee, to furnish said com- 
mittee with a report of a physical examination of Mr. Ernest Mark 
High, who, afiiant was advised, would communicate with affiant or 
the United States Public Health Service facilities in New York in 
connection therewith; 

(3) On or about June 6, 1958, while affiant was at the United States 
Public Health Service Clinic located at 67 Hudson Street, New York 
City, affiant received a telephone call from a Mr. Alexander Eltman 
who identified himself as the attorney representing Mr. Ernest Mark 
High in connection with Mir. High’s appearance before the Senate 
Select Labor Committee; 

(4) In the aforesaid telephone conversation, Mr. Eltman advised 
affiant that Mr. High was attempting to obtain reports covering his 
physical examinations by his physicians in Miami, Fla.; that such 
reports would include laboratory reports, electrocardiograms, et 
cetera, and that such reports were desired for use in connection with 
= High’s physical examination at the United States Public Health 

ervice Hospital at Staten Island, N. Y.; 

(5) Affiant was advised by Mr. Eltman, in the course of the afore- 
said conversation, that the physical examination reports from Mr. 
High’s physicians in Miami, Fla., would be available in about 1 week; 

(6) On or about June 27, 1958, while affiant was at the United States 
Public Health Service Hospital at Staten Island, N. Y., affiant re- 
ceived a second telephone call from Mr. Eltman, in which Mr. Eltman 
advised affiant that the reports — Mr. High’s physicians in Miami, 
Fla., had not yet been received; in this conversation, Mr. Eltman 
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conveyed to affiant, the understanding that the request for the afore- 
said reports had been made to Mr. High’s physicians in Miami, 
Fla., but did not advise affiant of the date on which such request was 
made; and 

(7) Affiant has had no written or oral communications from either 
Mr. High or Mr. Eltman subsequent to June 27, 1958, and to the best 
of affiant’s information and belief, no other officer or employee of the 
United States Public Health Service Hospital at Staten Island, N. Y., 
or clinic at 67 Hudson Street, New York City, has received any such 
communication. 

Dr. Linpen E. Jounson, 
Me dical Director and De puly Me dical Office r-in-Charge, Un ite d 


States Public Health Service Hospital, Staten Island, N. Y. 
Subscribed and sworn to before me this 8th day of July 1958. 
[SEAL] Emity A. Swirr, Notary Public, 


Commission expires March 30, 1960. 
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Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 12303] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12303) to amend the Revised Organic Act ot 
the Virgin Islands, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

The amendments are as follows: 

Page 2, line 19, following the word ‘“‘may” insert, “‘with the con- 
currence of the Governor,’’. 

Page 3, line 4, following the comma and preceding the word ‘“‘then”’ 
insert “or if the Governor does not concur in the taking of an appeal 
to the Secretary,”’. 

Page 3, line 19, amend section 7 to read as follows: 


Sec. 7. The last sentence of section 24 of the said Act is 
amended to read as follows: “The Attorney General shall 
appoint a United States Marshal for the Virgin Islands, to 
whose office the provisions of chapter 33 of title 28, United 
States Code, shall apply.” 

Page 4, line 9, through page 5, line 4, strike out everything con- 
tained in sections 10 and 11 of the bill. 
Page 5, line 5, strike out the figure ‘‘12’’ and insert in lieu thereof 
the figure “{10”’. 
Page 5, lines 8, 9, and 10, strike out the words 
, and may authorize the issuance by any agency, authority, 
commission, or other instrumentality of such government, 
Page 5, line 16, preceding the word ‘‘economic’”’ insert ‘‘public 
interest by’’. 


58——1 
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2 AMENDING THE REVISED ORGANIC ACT OF THE VIRGIN ISLANDS 


Page 5, line 21, strike out the figure “‘13”’ and insert in lieu thereof 
the figure 11’’. 

The purpose of H. R. 12303, as amended, is to amend the Revised 
Organic Act of the Virgin Islands (68 Stat. 497) in many respects in 
order to remove ambiguities and imperfections which now exist in 
the statute. 

PREVIOUS LEGISLATIVE HISTORY 


The Virgin Islands were ceded to the United States by Denmark by 
treaty of January 25, 1917. From 1917 to 1931, the affairs of the 
islands were administered by naval governors appointed by the 
President of the United States. On February 27, 1931, by Executive 
Order 5556, the islands were placed under the Department of the 
Interior. In 1927, United States citizenship was conferred on resi- 
dents of the islands. 

Organic legislation was first provided the Virgin Islands by the 
United States with the enactment of the Organic Act of 1936 (49 
Stat. 1807). The 1936 act was thoroughly revised in 1954, in order to 
remedy deficiencies which had become apparent in the 1936 act and 
to streamline the basic governmental organization. Minor amend- 
ments to the 1954 act were made in the act of August 30, 1957 (71 Stat. 
510). 

Need for the present legislation was brought out by requests received 
from officials of the Virgin Islands government, the Department of the 
Interior, and the United States Court of Appeals for the Third Circuit. 


SECTIONAL ANALYSIS 


Section 1 provides that no political or religious test other than an 
oath to support the Constitution, the laws of the United States 
applicable to the Virgin Islands, and the laws of the Virgin Islands 
itself shall be required of Territorial officeholders. 

Section 2 amends section 8 (a) of the existing law under which 
Territorial legislature’s power extends “to all subjects of local appli- 
cation.”” The amendment would make this read: ‘to all rightful 
subjects of legislation.”” In Granville-Smith v. Granville-Smith, 349 
U.S. 1 (1955), the Supreme Court held that, at least with respect to 
persons who are not permanent residents of the islands, the phrase 
“subjects of local application”’ has a meaning narrower than the phrase 
“rightful subjects of legislation.”” The latter language is used in the 
Organic Acts of Alaska and Hawaii. 

The committee is of the opinion that the term “rightful subjects of 
legislation”’ is well known in the law, and its application to the legisla- 
tive power of the Territory should prevent the development of a 
jurisdictional no man’s land where neither Federal nor Territorial 
law can apply. Under the language of section 2 of the bill, the legisla- 
tive jurisdiction of the Territory would cover the ordinary area of 
sovereign legislative power as limited and circumscribed by the 
Revised Organic Act or the laws of the United States made applicable 
to the Virgin Islands. The Congress retains, of course, the power to 
disapprove, modify, and supercede any and all acts of the Territorial 
legislature. 

Section 3 pertains to the expense of printing supplements to the 
Virgin Islands Code. The code has been prepared, approved by the 
Virgin Islands Legislature, printed at Federal expense and distributed. 
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The committee believes that any supplements that may be prepared 
should be at the expense of the Virgin Islands government. 

Section 4 refers to the salary of the government comptroller of the 
Virgin Islands which is presently set at not to exceed $12,500 per 
annum. The proposed amendment to the Organic Act will delete 
the words, ‘‘not to exceed,” thus permitting the comptroller to receive 
the 25-percent overseas pay differential which other Federal employees 
in the Virgin Islands enjoy. 

Section 5 changes the procedure for appeals from decisions of the 
rovernment comptroller. The aggrieved party or department may 
apply to the Governor for permission to appeal to the Secretary of 
the Interior. If permission is not granted, relief may be sought in the 
District Court of the Virgin Islands. If the Governor grants per- 
mission and the Secretary confirms the decision of the government 
comptroller; then, also, relief may be sought in said court. 

Section 6 amends the present law to provide that the government 
comptroller and the members of his immediate staff shall be paid by 
the United States instead of by the Territorial government. The 
committee agrees with the Department of the Interior that the 
government comptroller should not be dependent on appropriation 
action by the Territorial legislature for the funds to carry on his func- 
tions. 

Section 7 is an amendment referring to the appointment of the 
marshal for the Virgin Islands and to the applicability of certain pro- 
visions of the United States Code to the office and officers. This 
section was amended by the committee to allow the appointment of 
more than one deputy if more are required to perform the duties of 
the office. 

Section 8 clarifies section 26 of the Revised Organic Act of the 
Virgin Islands which concerns the right to trial by jury in criminal 
Cuses. 

Section 9 amends the section 27 of Revised Organic Act of the Vir- 
gin Islands which refers to the United States attorney for the Virgin 
Islands. In the seventh and eighth sentences of section 27, this 
official is designated as district attorney, whereas he is properly desig- 
ae elsewhere in the section. This amendment will correct the 

xisting discrepancy. 

Section 10 of the bill as it passed the House of Representatives was 
deleted by the committee. One of the main results of the former 
section would be the discontinuance of Federal control over the rates 
of customs duties on goods imported into the Virgin Islands. The 
section would also have terminated the authority of the Treasury 
Department to administer such customs. Such action would have 
resulted in an increase in the burden on the United States Treasury 
to support Treasury functions in the islands, such increase amounting 
to at least $42,000 per year. The section would likewise necessitate 
the reorganization of certain functions of other Federal agencies in 
the islands. For these reasons it was decided to strike out the section 
and reconsider the subject when the appropriate details have been 
worked out. 

Section 11 of the bill as it passed the House of Representatives 
would have ratified a Territorial act establishing a tax-incentive pro- 
cram. to foster economic development of the islands. The Treasury 
Department is unalterably opposed to section 11. <A delegation 
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from the Territorial legislature agreed to deletion of the section to 
prevent jeopardizing the rest of the bill and to allow time to work 
over the tax-incentive program along such lines as will meet with 
the approval of the Congress and the interested Federal agencies. 

Section 10 of the bill, as reported, expands the power of the Terri- 
tory to issue revenue bonds. Such bonds must be issued on behalf 
of the Territorial government and cannot be issued by agencies or 
instrumentalities thereof. The Territory can issue no general obliga- 
tion bonds whatsoever. 

Under the section, the legislature could authorize revenue bonds 

» be issued by the Territorial government to finance projects to 
cae ote economic development of the islands. Each such project 
would require specific approval and bond authorization by the legis- 
lature. The second committee amendment to this section is to re- 
quire that the legislature specifically consider and decide whether 
such projects for economic development are in the public interest. 

Section 11 of the bill, as amended, defines the term “Revised 
Organic Act of the Virgin Islands’’ as it is used elsewhere in H. R. 
12303. 

REPORTS SUBMITTED 


Reports were received from several departments interested in 
H. R. 12303 and are included as follows: 


Unirep STatTes DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Wash ingt nm, D. C., March 28, 1958. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Re prese ntative ss Wa h ington, dD. C 

Dear Mr. Enaue: This . spor nds to your request for the views of 
his Department on H. R. 2127, a bill to amend the Revised Organic 
Act of the Virgin Islands. 

We recommend that the bill be enacted except for section 4, but 
that it be amended in the manner suggested . rein 

The bill would amend certain sections of the Revised Organic Act 
of the Virgin Islands (68 Stat. 497) to remove > heehee die and tech- 

ical imperfections which now exist in the statute. 

Section 1 of the bill would amend the last sentence of section 24 
(68 Stat. 506, 48 U. S. C., 1952 ed., supp. ITI, sec. 1614) whieh now 
provides that 

“us 6 F'The Attorney General shall, as heretofore, appoint a mar- 
shal and one deputy marshal for the Virgin Islands to whose office 
the provisions of chapter 33 of title 28, United States Code, shall 
apply. ie 

Since two officials are referred to in the early part of the sentence, 
it is uncertain as to which one the phrase “to whose office” applies 
The phrase was intended to refer to the marshal, since the deputy 
marshal is a subordinate in the marshal’s office. We agree that the 
ambiguity in the quoted sentence should be removed. To the extent 
that section 1 of H. R. 2127 would achieve this result, we approve 
of it, but it appears to us to go farther. Section 1 of a ae by 
proposes that the sentence in question be revised to read: ‘“The 
Attorney General shall appoint a United States marshal for the 
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Virgin Islands to whose office the provisions of chapter 33 of title 28, 
United States Code, shall apply.” 

Inasmuch as a provision of chapter 33 of title 28 authorizes the 
appointment of deputy marshals by the marshal, without a statutory 
limitation as to number (28 U. S. C., sec. 542), ‘the limitation which 
now exists or the number of deputy marshals would be removed by 
enactment of section 1 of the bill. We, therefore, propose that the 
sentence be amended in such a way that the limitation upon the 
number of deputy marshals will remain, but the ambiguity will be 
removed. Our first proposed amendment would achieve this result. 

Section 2 of H. R. 2127 would amend section 27 (68 Stat. 507, 48 
U.S. C., 1952 ed., supp. III, see. 1617), which refers to the United 
States attorney for the Virgin Islands. This officer was formerly 
referred to as the district attorney,” and the 1936 Organic Act con- 
tained references to that position. In line with a general change in 
nomenclature, however, it was intended that the 1953 Revised Organic 
Act refer instead to the position of ‘United States attorney.” The 
1954 act does so, except in the seventh and eighth sentences of section 
27, where, through inadvertence, references to the “district attorney” 
remain. It is desirable that section 2 of the bill be enacted in order 
to correct this discrepancy. 

The third section of the bill would ar — the first — of 
section 26 of the Revised Organie Act (68 Stat. 507, 48 U.S. C., 1952 
ed., supp. III, sec. 1617 (which now provides that “In any criminal 
case originating in the district court no person shall be denied the 
right to trial by jury on the demand of either party.” 

This language was perpetuated from the 1936 Organic Act, with 
the apparent intention not to deny a trial by jury in criminal cases 
upon the demand of either the accused or the prosecution. If neither 
the accused nor the prosecution desires a jury, no right of either party 
would be denied in the trial of a criminal case without a jury. We 
believe that the provision now appearing in the act is ineptly worded 
and believe it is desirable to amend the sentence in the mant.er pro- 
posed in section 3. 

Section 4 of the bill would add a section to the Organic Act of 
July 22, 1954, which would expressly repeal the Organic Act of June 
22,1936. The failure of the 1954 act to repeal expressly the earlier 
act has created confusion as to the status of the earlier act. The 
section also adds a proviso which states that the authority conferred 
upon the Sceretary of the Treasury by section 36 of the 1936 act shall 
not terminate until 60 days following the date of enactment of H. R. 
2127. ‘The pertinent part of section 36 reads as follows: 

“* * * Provided, That all money hereafter derived from any tax 
levied or assessed for a special purpose shall be treated as a special 
fund in the treasury of the Virgin Islands and paid out for such 
purpose only, except when otherwise authorized by the legislative 
authority having jurisdiction after the purpose for which such fund 
was created has been accomplished. Until Congress shall otherwise 
provide, all laws concerning import duties and customs in the munici- 
pality of Saint Thomas and Saint John now in effect shall be in force 
and effect in and for the Virgin Islands: Provided, That the Secretary 
of the ‘Treasury shall designate the several ports and subports of entry 
in the Virgin Islands of the United States and shall make such rules 
and regulations and appoint such officers and employees as he may 
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deem necessary for the administration of the customs laws in the 
Virgin Islands of the United States; and he shail fix the compensa- 
tion of all such officers and employees and provide for the payment 
of such compensations and other expenses of the collection of duties, 
fees, and taxes imposed under the customs laws from the receipts 
thereof. The export duties in effect on June 22, 1936, may be from 
time to time reduced, repealed or restored by ordinance of the munici- 
pal council having jurisdiction: Provided further, That no new export 
duties shall be levied in the Virgin Islands except by the Congress.” 

The two noteworthy provisions in this section which would be 
repealed are (1) the bar against enactment by the Territorial legis- 
lature of laws concerning import duties and customs, and (2) the 
authorization to the Secretary of the Treasury to designate ports 
of entry in the islands and appoint officers for the administration of 
tlie customs laws in the Virgin Islands. 

The existing rate of import duty is 6 percent. Enactment of 
section 4 of H. R. 2127 would permit the local legislature to make 
the Virgin Islands a customs-free area, if it so desires. 

Following the introduction of H. R. 2127, the Treasury Depart- 
ment raised some questions about the effect of possible repeal of the 
existing 6-percent duty and, we understand, communicated its posi- 
tion to your committee in that regard. As a result, representatives 
of this Department have held a number of conferences with staff 
officials of the Bureau of Customs and the Treasury Department, 
with a view to resolving the questions raised by that Department, or 
working out cooperatively a method that would permit the Virgin 
Islands Legislature, if it so desired, to reduce or remove the existing 
duty. However, to date those conferences have not met with success. 

For that reason, we are unable at this time to make any recom- 
mendation with respect to the enactment of section 4 of H. R. 2127. 

If enacted, the section would, by its terms, save two provisions 
of existing law which would otherwise be repealed by the proposed 
new section. The provision contained in subsection (b) restates 
language which was in the 1936 Organic Act but not in the 1954 
Organic Act. We believe this provision is desirable and should be 
retained. 

Furthermore, section 4 would provide, in part, that 

“* * * oll laws and parts of laws in conflict with this act (the 
1954 Revised Organic Act) are hereby repealed.” 

Sections 32 and 33 of the 1954 act contain amendments to certain 
animal and poultry quarantine statutes. These amendments have 
since been superseded by the act of January 28, 1956 (Public Law 393, 
84th Cong., 70 Stat. 5). The 1956 quarantine amendments are, with- 
out question, in conflict with sections 32 and 33 of the 1954 Organic 
Act, and without the language contained in the proposed repealer in 
line 14 on page 2 of the bill, the 1956 quarantine amendments would 
also be repealed. In our view, these amendments should be retained 
as provided by H. R. 2127. 

In addition to the changes which would be provided by H. R. 2127, 
we believe revision of several other provisions of the 1954 Organic Act 
is urgently needed in the light of our experience with the act during 
the past 4 vears. One concerns the independence of the office of the 
government comptroller from the appropriation power of the Virgin 
Islands Legislature. 
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The position of the government comptroller was established by 
section 17 of the 1954 act in order to give the Federal Government 
a means of assuring the necessary control over the propriety and 
legality of certain financial activities of the Virgin Islands government, 
because a major proportion of the moneys for expenditure by that 
government comes directly or indirectly from the Federal Treasury. 
How ever, the 1954 act contained no authority for Federal appropria- 
tions to support the functions of this office. As a result, the govern- 
ment comptroller has been forced to rely upon appropriations by the 
Virgin Islands Legislature from the funds at its disposal. 

The government comptroller carries on his duties under the super- 
vision of the Secretary of the Interior. We do not believe it is sound 
in principle that such an official should be dependent upon appro- 
priation action by the local legislature for the proper conduct of his 
functions. Furthermore, on more than one occasion the Comptroller 
General of the United States has called it to our attention the diffi- 
culties experienced by the government comptroller, because of the 
inadequate appropriations by the local legislature. We therefore 
propose that the decision as to the appropriation for this office be 
made at the Federal level. 

Another aspect of the functioning of the office of the government 
comptroller also appears to require revision. At tbe present time there 
is no final authority outside the legislative and executive branches of 
the Virgin Islands government for enforcement of the decisions of the 
government comptroller. We propose, therefore, that any appeals 
from his decisions should be taken to the Secretary of the Interior, 
whose decisions should be final, except that relief may be sought by 
legal suit as at present. 

Our fourth proposed amendment would amend the section of the 
Revised Organic Act of the Virgin Islands pertaining to the authority 
of the legislature. Under section 8 (a) of the existing law, the legis- 
lature’s power now extends “‘to all subjects of local application.” 
Our fourth proposed amendment eel instead confer upon the 
legislature power extending ‘“‘to all rightful subjects of legislation.” 
This amendment is, in our view, desirable in the light of the Supreme 
Court’s recent decision in Granville-Smith v. Granville-Smith (349 
U.S. 1 (1955)), a case concerning the validity of an amendment to 
the Virgin Islands divorce law. In that case, the Court suggested 
that the phrase ‘‘subjects of local application’ had a meaning narrower 
than the phrase “rightful subjects of legislation.” Although it is 
impossible to predict the effect of this decision in terms of the general 
legislative authority of the Virgin Islands, it seems likely that it might 
at least cast doubt upon legislation affecting persons who are not 
naenanend residents of the islands. It would be of serious conse- 
quence if the Virgin Islands were regarded as without authority to 
enact laws respecting the rights and duties of persons temporarily 
in the Territory. In the circumstances we believe the substitution 
of the phrase “rightful subjects of legislation” for the phrase “subjects 
of local application” is extremely desirable. The for - r phrase i is used 
in the Organic Acts of Alaska and Hawaii (48 U.S. C., sees. 77, 562). 

The latter three recommended changes are op in the 
attached proposed amendments, which we recommend. 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


PROPOSED AMENDMENTS TO H. R. 2127 


1. On page 1, strike out everything following the quotation marks 
on line 5 through the quotation marks on line 8 and insert in lieu 
thereof the following: “The Attorney General shall, as heretofore, 
appoint a marshal and one deputy marshal for the Virgin Islands. 
The provisions of chapter 33 of title 28, United States Code, shall 
apply to the office of the marshal for #8 Virgin Islands.” 

On page 3, immediately following line 4, add the following addi- 
tional language: 

“Sec. —. (a) Subsection (c) of section 20 of the Revised Organic 
Act of the Virgin Islands (68 Stat. 497, 505;48 U.S. C., 1952 ed., supp. 
IV, sec. 1641), is amended to read as follows: 

‘“““(c) The salaries of the Governor, the Government Secretary, the 
government comptroller, and the members of their immediate staffs 
shall be paid by the United States. The salaries of the heads of the 
executive departments shall be paid by the government of the Virgin 
Islands; and if the legislature shall fail to make an appropriation for 
such salaries, the salaries theretofore fixed shall be paid without the 
necessity of further appropriations therefor.’ 

(b) T his section shall become effective on July 1959. 

“Sec. —. Subsections (e) and (f) of section of the Revised 
Organic Act of the Virgin Islands (68 Stat. 497, 505: 48 U.S. C., 1952 
ed., supp. IV, sees. 1599 (e) and (f), are amended to read as follows: 

““(e) The decisions of the government comptroller shall be final 
except that appeal therefrom may be taken by the party aggrieved 
or the head of the ap nen concerned, within one year from the 
date of the decision, to the Secretary of the Interior, which appeal 
shall be in writing and shall specifically set forth the particular action 
of the government comptroller to which exception is taken, with the 
reasons and the authorities relied upon for reversing such decision, 

“«(f) If the Secretary of the Interior confirms the decision of the 
government comptroller , then relief may be sought by suit in the 
District C ourt of the Virgin Islands if the claim is otherwise within its 
jurisdiction.’ 

“Src. —. Subsection (a) of section 8 of the Revised Organic Act of 
the Virgin Islands (68 Stat. 497, 500; 48 U.S. C., 1952 ed., supp. IV, 
1574 (a)). is amended to read as follows: 

The legislative authority and power of the Virgin Islands 
shall extend to all rightful subjects of legislation not inconsistent with 
this Act or the laws of the United States made applicable to the Virgin 
Islands, but no law shall be enacted which would impair rights existing 
or arising by virtue of any treaty or international agreement entered 
into by the United States, nor shall the lands or other property of 
nonresidents be taxed at a higher rate than the lands or other property 
of residents.’ 


os 
17 
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Unirep Sratres DepaRTMENT OF JUSTICE, 
Orrice oF THE Deputy ArrorNey GENERAL, 
Washington, D. C., March 18, 1957. 
Hon. Ciair ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 2127) 
to amend the Revised Organic Act of the Virgin Islands. 

The bill would amend the Revised Organic Act of the Virgin 
Islands (68 Stat. 497) in several respects. The comments in this 
letter will be limited to the amendments which would affect the 
operations of this Department. 

One of the proposed amendments provides for the appointment by 
the Attorney General of a marshal for the Virgin Islands. This would 
be - lieu of the existing provision of law authorizing the appointment 
of a marshal ‘“‘and one deputy marshal.” As the Attorney General 
has "bes under chapter 33 of title 28, United States Code, to 
appoint deputy marshals, no specific Sathovibe is necessary. 

Another proposed amendment would substitute “United States 
attorney” for ‘district attorney” in the seventh and eighth sentences 
of section 27 of the revised act. This is a correcting amendment as 
the title ‘United States attorney” is used elsewhere in section 27. 

Another proposed amendment would provide that “all criminal 
cases originating in the district court shall be tried by jury upon 
demand by the defendant or by the government.’’ This is merely 
a clarifying amendment and makes no substative chs ange in the law. 

Another proposed amendment would add to section 3 of the revised 
act a new paragraph providing that no political or religious test other 
than an oath to support the Constitution, the laws of the United States 
applicable to the Virgin Islands, and the laws of the Virgin Islands 
shall be required as a qualification to hold office in the Virgin Islands. 

Insofar as the bill would affect its operations, the Department of 
Justice would have no objection to its enactment. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report 

Sincerely, 
Wiru1amM P. RoaGers, 
Deputy Attorney General. 


Unirep States DEPARTMENT OF JUSTICE, 
OrricE oF THE Depury ATTORNEY GENERAL, 
Washington, D. C., August 1, 1958, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator: I take the liberty of submitting comment on one 
of the provisions in the bill (H. R. 12303) to amend the Revised 
Organic Act of the Virgin Islands, which has been passed by the 
House of Representatives and is now pending before your committee. 

The purpose of the bill appears to be the removal of ambiguities and 
correction of technical imperfections which now exist in the act. 


S. Rept. 2267, 85-2——2 
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Section 7 of the bill would amend the last sentence of section 24 
of the Revised Organic Act (68 Stat. 506; 48 U. S. C. 1614). The 
purpose of this amendment is to remove an ambiguity in the present 
section since the words ‘‘to whose office’? which would be deleted by 
the amendment might be interpreted as referring to the office of 
deputy marshall rather than that of the marshal. 

Insofar as the operations of this Department are concerned, there 
is a more important defect in the present section which the bill would 
not correct. The language of the present section and that of the bill 
provide for the appointment of one deputy marshal for the Virgin 
Islands. This limitation on the appointment of deputy marshals 
would handicap the work of the Department at such time as the 
volume of official business increases to the extent that additional 
help is needed in the Virgin Islands. Further, it is unnecessary 
ee ed to empower the Attorney General to ee a deputy 
marshal, or deputy marshals, for the Virgin Islands since he would, 
under fae provisions of section 542, chapter a3. title 28. U nited 
States Code, have authority to appoint deputies. Also, there is no 
apparent need to include the words ‘‘as heretofore” 

It is recommended that section 7 of the bill be amended to read 
as follows: 

“Sec. 7. The last sentence of section 24 of said Act is amended to 
read as follows: ‘The Attorney General shall appoint a United States 
marshal for the Virgin Islands, to whose office the provisions of 
chapter 33 of title 28, United States Code, shall apply.’ ’ 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
JoHN R. SHENEMAN, 
Acting Deputy Attorney General. 


oo 


DEPARTMENT OF THE TREASURY, 
Washington, D. C. 
Hon. Cuiair ENGLuE, 
Chairman, Committee on Interior and Insular .z 1 fairs, 
House of Representatives, Washinaton, D. C 


My Dear Mr. Cuairman: The Treasury Department has noted 
H. R. 2127, to amend the Revised Organic Act of the Virgin Islands, 
and wishes to offer its views to your committee. There seem to be 
several possibly untoward results of which your committee should be 
aware and examine before coming to any conclusions regarding the 
proposed legislation. 

The only provision of interest to the Treasury Department in H. R. 
2127 is section 4, which would repeal the Organic Act of theVirgin 
Islands, approved June 22, 1936. The bill also would provide that 
the authority of the Secretary of the Treasury conferred by the second 
proviso in section 36 of the Organic Act would not terminate until 
60 days following the date of enactment of this bill. 

Section 36 of the Organic Act of the Virgin Islands is the present 
statutory authority of the Secretary of the Treasury to administer the 
customs laws applicable to the Virgin Islands. The repeal of that 
section as proposed by section 4 of H. R. 2127 would (1) remove the 
present bar against enactment by the Territorial legislature of laws 
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concerning import duties and customs and (2) remove the jurisdiction 
of the Treasury Department over the customs of the Virgin Islands. 
The Treasury Department through the Customs Service administers 
the Virgin Islands tariff law as well as numerous other Federal statutes 
which are applicable in the islands. It is understood that one of the 
principal purposes of section 4 is to clear the way for repeal by the 
Territorial legislature of the 6-percent duty on foreign goods imported 
into the Virgin Islands. 

The salaries and expenses for the customs operation in the Virgin 
Islands are paid from the duty collections there and the remainder is 
covered into the Territorial treasury. For fiscal year 1956 the receipts 
were about $290,000 and the cost of the customs operation was ap- 
proximately $130,000. If the existing 6-percent duty on foreign 
goods imported into the Virgin Islands is eliminated, the necessity 
to continue to have the United States customs force there for collec- 
tion of duties would disappear and the present source of funds to 
maintain it would be eliminated. 

Without expressing any opinion on the merits of permitting repeal 
of the 6-percent duty on merchandise entering the Virgin Islands, the 
Department feels it should call the attention of your committee to 
section 301 of the Tariff Act of 1930, as added in 1954 (19 U.S. C. 
1301a), which provides in effect for the free entry of goods coming 
into the United States from its insular possessions, except Puerto 
Rico, which do not contain foreign materials to a value of more than 
50 percent (changed in 1954 from the 20 percent in effect under 
prior law) of their total value. It may be noted that there has been 
an increase in the value of goods coming into the United States from 
the Virgin Islands since the law was changed in 1954 from the 20 per- 
cent to the 50 percent test, as illustrated by the following tabulation: 


Value of general imports into the United States (including Puerto Rico) from the 
Virgin Islands 


Calendar year: Total | Calendar year Continued Total 
1952_. $2,477,655} 1955 $3, 872, 010 
1953 2, 752, 409 1956_- 5, 210, 485 
1954 3, 788, 757 


The change from 20 percent to 50 percent was made at a time when 
the 6-percent duty was in effect for the indefinite future. Un- 
doubtedly, removal of this duty will result in an increase in the volume 
of duty free importation of foreign materials into the United States, 
although we cannot predict the amount of the increase. 

If H. R. 2127 were enacted, it would appear that there would be no 
provision for continued administration of certain important Federal 
laws which will remain applicable in the Virgin Islands. Such of those 
laws which are the primary concern of this Department include certain 
aspects of the Narcotic Control Act of 1956 and the navigation and 
vessel inspection laws made applicable to the islands by (1942) 
Executive Order 9170 (7 Fed. Reg. 384) 

There are other bodies of laws applicable in the Vi irgin Islands which 
are the primary administrative responsibility of other agencies but 
presently enforced by the Customs Service. These laws and functions 
include 

(a) The gathering of trade statistics and enforcement of export- 
control laws for the Department of Commerce; 
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(b) Enforcement of Department of Agriculture laws relating to 
control of poisons, insect pests, packaged fruits, and wheat and 
wheat flour; 

(c) Enforcement of Department of Health, Education, and 
Welfare laws relating to food, drugs, cosmetics, and certain 
diseased livestock; 

(d) Enforcement of Department of State laws concerning arms, 
ammunition, and implements of war; 

(e) Enforcement of Department of Justice laws relating to 
political propaganda; _s 

(f) Enforcement of laws of concern to the Atomic Energy 
Commission. 

It is suggested that if your committee has not already done so, it 
may wish to obtain the news of those agencies with respect to the 
enforcement of such laws if H. R. 2127 were enacted. 

The Treasury D: partment is of the opinion that the above laws 

can be most effectively and economically administered by its customs 

hcen owing to the long experience it bas had in administering and 
enforcing these technical laws in the Virgin Islands and throughout 
the United States. If section 4 of the proposed legislation is enacted, 
the Secretary of the Treasury will not be concerned with the mainte- 
nance of a customs force in the Virgin Islands, and therefore there will 
be no established agency available to enforce these Federal Jaws unless 
other appropriate legislation is enacted. 

If the Congress, as a matter of policy, determines that the present 
jurisdiction of the Treasury Department over the customs activities 
of the Virgin Islands should be discontinued, the proviso contained in 
section 4 of the bill would be necessary to allow for an orderly termina- 
tion of the Treasury Department jurisdiction. 

The Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to your committee. 

Very truly yours, 

Davin W. KENDALL, 
Acting Secretary of the Treasury 


eee ee 


DePARTMENT OF AGRICULTURE, 
Washington, D. C., August 1, 1958 
Hon. James E. Murray 
Chai man, Committee On Interior and f) sular Affan s, 
United States Senate. Wash ington, 2c. . 

Dear Senator Murray: We have noted that the House of Repre- 
sentatives on June 16, passed H. R. 12303, a bill to amend the Revised 
Organic Act of the Virgin Islands. This bill has been referred to your 
committee. 

The bill would amend the Revised Organic Act of the Virgin Islands 
(68 Stat. 497) in several respects. The only provision of interest to 
our Department im H. R. 12303 is that part of section 10 which would 
remove the jurisdiction of the Treasury Department over Customs 
control of importation into ee Virgin Islands. 

Under the authority of several statutes, the Agricultural Research 
Service of this ‘ean thal enforces quarantine regulations in the 
Virgin Islands to protect the animal and plant life of the islands against 
foreign diseases and pests. This protection at the Virgin Islands ports 
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of entry also affords protection to Puerto Rico and the mainland of the 
United States at a relatively small cost. 

This Department presently utilizes the services of 1 full-time and 
3 part-time inspectors who cooperate with the staff of the United 
States Bureau of Customs in providing this protection. H. R. 12303 
proposes to remove the Virgin Islands from the jurisdiction of the 
United States Bureau of Customs insofar as Customs control of 
importations is concerned. This would deprive this Department of 
the valuable assistance of Customs personnel in enforcing agricultural 
quarantines. 

The statutes administered by the Bureau of Customs, Department 
of the Treasury, and that agency’s regulations for the enforcement 
of agricultural quarantines, in conjunction with those of this Depart- 
ment, provide a much greater deterrent against illegal entry of 
materials than the statutes and regulations administered by the 
Department of Agriculture alone. 

As we understand it, H. R. 12303 would terminate Customs respon- 
sibility for processing entry documents of goods arriving in the islands. 
The Department’s enforcement procedures for animal and plant 
quarantines are coordinated with the Customs procedures. Without 
the Customs participation in the effort, protection against entry of 
foreign diseases and pests would be weakened. 

These factors force this Department to conclude that, if H. R. 12303 
is enacted in its present form, it will be necessary to add personnel 
in the islands sufficient to continue the complete port-of-entry in- 
spection and processing of documents for agricultural quarantine 
purposes now performed by Customs and Agriculture personnel. 
We know of no alternative that would guard against the entry of 
devastating plant and animal diseases and pests which in turn would 
add to the huge losses from pests and diseases now estimated at 
$9 billion annually. 

The Bureau of the Budget advises that there is no objection to the 
submission of this voluntary report. 

Sincerely yours, 


E. T. Benson. 





Unitep Srates Court or APPEALS 
FOR THE THIRD Crrculr, 
Philadelphia, Pa., March 14, 1957. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
Flouse of Representatives, Washington, D. C. 

Dear ConGressMAN: May I submit the following comments with 
respect to H. R. 2127 to amend the Revised Organic ‘Act of the Vi irgin 
Islands. 

Section | of the bill would amend the last sentence of section 24 of 
the Revised Organic Act which now reads: “The Attorney General 
shall, as heretofore, appoint a marshal and one deputy marshal for 
the Virgin Islands to whose office the provisions of chapter 33 of 
title 28, United States Code, shall apply.” The italicized phrase 

“and one deputy marshal’ was inserted by amendment during the 
passage of the bill. The effect of its insertion in the sentence was 
inadvertently to render ungrammatical and ambiguous the last part 
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of the sentence, which was intended to provide that chapter 33 should 
apply to the office of the marshal. The deputy marshal, being 
merely a subordinate in that office, of course does not have a separate 
independent office but the sentence now reads as though it is to his 
office that chapter 33 is to apply. Section 1 of the bill corrects this 
error by eliminating the unnecessary reference to the deputy marshal, 
whose appointment is sufficiently authorized by section 542 of chapter 
33 of title 28, United States Code. 

Section 2 of the bill corrects another inadvertent error in the 
Revised Organie Act which appears in section 27. — section pro- 
vides for the office of United States attorney for the Virgin Islands. 
This official was formerly called the district ieeney. In changing 
the title of the office to adie States attorney in section 27 the 
conference report inadvertently failed to make the change in the 
seventh and eighth sentences of the section. The result is that the 
title “district attorney” still appears in those two sentences and 
those alone. Section 2 of the bill corrects this error by ees 
“United States attorney”’ for “district attorney” wherever the latter 
appears in those two sentences. 

Section 3 of the bill corrects an ambiguity appearing in section 26 
of the Revised Organic Act which was carried forward without cor- 
rection from the Organic Act of 1936. lt appears in the first sentence 
of section 26 which 1s as follows: “In any criminal case originating in 
the district court, no person shall be denie d the right to trial by jury 
on the demand of either party.” ‘The italicized phrase in this sentence 
‘on the demand of either party” is extremely ambiguous and con- 
fusing. It is clear that the legislative intention was that a defendant 
in a criminal case in the district court should not be denied the right 
to a jury trial if he demands it. It is meaningless, however, to 
provide, as the present language in effect does, that no person shall 
be denied the right to trial by jury if the other party, the government, 
demands it. For in such a case the defendant not having himself 
demanded a jury trial must be assumed not to desire it and, therefore, 
his failure to receive it would not be a denial of a right even though the 
government demanded a jury trial. Section 3 of the bill removes all 
ambiguity in this language by making it explicit that a jury trial shall 
be had if demanded by e ither the defendant or the grovernment. 

Section 4 (a) of the bill would add a new section 37 to the Revised 
Organic Act expressly repealing the former Organic Act of 1936. 
The failure of the Revised Organic Act to repeal its predecessor of 
1936 was an inadvertence which has caused confusion as to the present 
status of the organic law of the Territory. This section would rectify 
this error with an appropriate interim proviso with respect to section 
36 of the old act. 

Section 4 (b) of the bill would correct another inadvertent error in 
the Revised Organic Act, i. e., the omission from it of the provision of 
the 1936 act prohibiting the imposition of a political or religious test 


as to qualification for holding office under the government of the Virgin 
Islands. This provision should obviousl) be re ot ated. 

I believe that all of the amendments proposed by H. R. 2127 are 
necessary to correct obvious error and I hope that the bill may be 
enacted promptly 


Sincerely vours. 


ALBERT B. Maris. 
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Unirep States Courr or APPEALS 
FOR THE TurrD Circuit, 
Philadelphia, Pa., June 20, 1958. 
Hon. Henry M. Jackson, 

Chairman, Subcommittee on Territories and Insular Affairs, 
Committee on Interior and Insular Affairs, United States 
Senate, Washington, D. C. 

Dear Senator Jackson: H. R. 12303, to amend the Revised 
Organic Act of the Virgin Islands, passed the House on June 16 and 
is now, I believe, in your subcommittee. The bill makes a number of 
important and much-needed amendments and I would urge its early 
and favorable consideration. My specific comments with respect to 
certain of the amendments proposed by the bill and the need for them 
are set out in detail in a letter to Chairman Engle of the House Com- 
mittee on Interior and Insular Affairs which appears in the House 
committee report (H. Rept. No. 1726, 85th Cong., 2d sess. ) at pages 
11 and 12, and need not be repeated here. My purpose in writing 
you at this time is to suggest a change which my experience as acting 
judge of the district court of the Virgin Islands since the retirement of 
Judge Moore indicates to me is needed in one of the amendments 
pri posed by the bill, because of changes brought about by the Virgin 
Islands Code. 

I refer to section 7 of the bill which would amend the last sentence of 
section 24 of the Revised Organic Act so as to straighten out the present 
ambiguous language with respect to the marshal for the Virgin Islands. 
Prior to Septe ‘mber 1, 1957, the duties of the marshal did not include 
the service of summonses and writs or the le ‘vy upon, attachment or 
sale of real and personal property upon execution writs. All these 
duties were then performed by the chief of police and his force. The 
revised organic act accordingly stipulated that the marshal should 
have only one deputy and that was undoubtedly all the assistance he 
then needed. 

However, by the Virgin Islands Code, title 4, section 38, which 
went into effect on September 1, 1957, it was made the duty of the 
marshal to execute all writs, process, and orders of the district court, 
a duty which all other United States marshals have performed from 
time immemorial. The result is that the marshal now has a substan- 
tial volume of business coming to him currently. And since the court 
operates in two judicial divisions, the division of St. Thomas and 

John, and the division of St. Croix, the marshal must now maintain 
offices for the accommodation of the court and the bar in both St. 
Thomas and St. Croix. Under these new circumstances he may well 
need t.vo deputies, one permanently stationed in St. Thomas and the 
other permanently stationed in St. Croix, in view of the 40 miles of 
ocean which separate the two islands and the difficulty and expense 
of travel between them. 

I would accordingly suggest that the limiting words ‘‘and one deputy 
marshal” be stricken from the amendment of sectton 24 of the revised 
organic act which is proposed to be ms ade by section 7 of H. R. 12303. 
These words are not necessary to authorize the appointment of a 
deputy since the Attorney General now has that power under section 
543 of chapter 33 of title 28, United States Code, aad if the words are 
stricken out the Attorney General would be left free to determine in 
accordance with the needs of the service the number of deputies to be 





16 AMENDING THE REVISED ORGANIC ACT OF THE VIRGIN ISLANDS 


appointed from time to time by the marshal in the Virgin Islands, 
just as he now does in the case of all other marshals including the 
marshals in Alaska, the Canal Zone, Guam, Hawaii, and Puerto Rico. 
Thus it would make it possible for the Attorney General to authorize 
the appointment of a deputy in each of the two judicial divisions of the 
Virgin Islands if he finds this to be necessary, as I believe he will, in 
order to carry on the work of the district court efficiently and ex- 
peditiously. 

I hope the foregoing suggestion will be helpful to your committee. 

With kindest regards, I am 

Sincerely yours, 
Ausertr B. Marts. 

The Committee on Interior and Insular Affairs recommends the 

enactment of H. R. 12303, as amended. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H. R. 
12303, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Act or Juty 22, 1954 (68 Strat. 497), as AMENDED (48 U. S. C. 
Secs. 1541 ET SEQ.) 


AN ACT To revise the Organic Act of the Virgin Islands of the United States 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the “Revised Organic Act of the Virgin Islands” 

Sec. 2. (a) The provisions of this Act, and the name “Virgin Is- 
lands” as used in this Act, shall apply to and include the territorial 
domain islands, cays, and waters acquired by the United States 
through cession of the Danish West Indian Islands by the conven- 
tion between the United States of America and His Majesty the King 
of Denmark entered into August 4, 1916, and ratified by the Senate 
on September 7, 1916 (39 Stat. 1706). The Virgin Islands as above 
described are hereby declared an unincorporated territory of the 
United States of America. 

(b) The government of the Virgin Islands shall have the powers set 
forth in this Act and shall have the right to sue by such name and in 
cases arising out of contract, to be sued: Provided, That no tort action 
shall be brought against the government of the Virgin Islands or 
against any officer or employee thereof in his official capacity without 
the consent of the legislature constituted by this Act. 

The capital and seat of government of the Virgin Islands shall be 
located at the city of Charlotte Amalie, in the island of St. Thomas. 


BILL OF RIGHTS 


Sec. 3. No law shall be enacted in the Virgin Islands which shall 
deprive any person of life, liberty, or property without due process of 
law or deny to any person therein equal protection of the laws. 
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In all criminal prosecutions the accused shall enjoy the right to be 
represented by counsel for his defense, to be informed of the nature 
and cause of the accusation, to have a copy thereof, to have a speedy 
and public trial, to be confronted with the witnesses against him, and 
to have compulsory process for obtaining witnesses in his favor. 

No person shall be held to answer for a criminal offense without due 
process of law, and no person for the same offense shall be twice put 
in jeopardy of punishment, nor shall be compelled in any criminal 
cause to give evidence against himself; nor shall any person sit as judge 
or magistrate in any case in which he has been engaged as attorney or 
prosecutor. 

All persons shall be bailable by sufficient sureties in the case of 
criminal offenses, except for first-degree murder or any capital offense 
when the proof is evident or the presumption great. 

Excessive bail shall not be required, nor excessive fines imposed, 
nor cruel and unusual punishment inflicted. 

No law impairing the obligation of contracts shall be enacted. 

No person shall be imprisoned or shall suffer labor for debt. 

All persons shall have the privilege of the writ of habeas corpus and 
the same shall not be suspended except as herein expressly provided. 

No ex post facto law or bill of attainder shall be enacted. 

Private property shall not be taken for public use except upon pay- 
ment of just compensation ascertained in the manner provided by law. 

The right to be secure against unreasonable searches and seizures 
shall not be violated. 

No warrant for arrest or search shall issue, but upon probable cause, 
supported by oath or affirmation, and particularly describing the place 
to be searched and the persons or things to be seized. 

Slavery shall not exist in the Virgin Islands. 

Involuntary servitude, except as a punishment for crime whereof the 
party shall have been duly convicted by a court of law, shall not exist 
in the Virgin Islands. 

No law shall be passed abridging the freedom of speech or of the 
press or the right of the people peac eably to assemble and petition the 
oF rnment for the redress of grievances. 

No law shall be made respecting an establishment of religion or 
prohibiting the free exercise thereof. 

No person who advocates, or who aids or belongs to any party, 
organization, or association which advocates, the overthrow by force 
or violence of the government of the Virgin Islands or of the United 
States shall be qualified to hold any office of trust or profit under the 
government of the Virgin Islands. 

No money shall be paid out of the Virgin Islands treasury except in 
accordance with an Act of Congress or money bill of the legislature and 
on warrant drawn by the proper officer. 

The contracting of polygamous or plural marriages is prohibited. 

The employment of children under the age of sixteen years in any 
occupation injurious to health or morals or hazardous to life or limb 
is prohibited. 

Nothing contained in this Act shall be construed to limit the power 
of the legislature herein provided to enact laws for the protection of 
life, the public health, or the public safety. 

No political or religions test other than an oath to support the Consti- 
tution and the laws of the United States applicable to the Virgin Islands, 
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and the laws of the Virgin Islands, shal! be required as a qualification 
to any office o7 pu hic trust under the Government of the Virgin Islands. 


FRANCHISE 


Sec. 4. The franchise shall be vested in residents of the Virgin 
Islands w rho are citizens of the United States, twenty-one years of age 
or over. Additional qualifications may be prescribed by the legisla- 


ture: Provided, however, That no property, language, or income quali- 
fication shall ever be imposed upon or re quired : any voter, nor shall 
any discrimination in quali ication be made or based upon difference 
in race, color, sex, or religious belief 


LEGISLATIVE BRANCH 


Sec. 5. (a) The legislative power and authority of the Virgin 
Islands shall be vested in a legislature, consisting of one house, to 
be designated the “Legislature of the Virgin Islands’’, herein referred 
to as the legislature. 

(b) The legislature shall be composed of eleven members to be 
known as senators. The Virgin Islands shall be divided into three 
legislative districts, as follows: The District of Saint Thomas, com- 
prising Saint Thomas, Hassel, Water, Savana, Inner Brass, Outer 
Brass, Hans Lollik, Little Hans Lollik, Great Saint James, Little 
Saint James, and Capella Islands, Thatch Cay and adjacent islets 
and cays; the District of Saint Croix, comprising Saint Croix and 
Buck Islands and adjacent islets and cays; and the District of Saint 
John, comprising Saint John and Flannagan Islands, Grass, Mingo, 
Lovango, and Congo cays and adjacent islets and cays. Two senators 
shall be elected by the qualified electors of the District of Saint 
Thomas; two senators shall be elected by the qualified electors of the 
District of Saint Croix; and one senator shall be elected by the quali- 
fied electors of the District of Saint John. The other six senators 
shall be senators at large and shall be elected by the qualified electors 
of the Virgin Islands from the Virgin Islands as a whole: Provided, 
That in the election of senators at large, each elector shall be entitled 
to vote for two candidates, and the candidates receiving the largest 
number of votes shall be declared elected up to the number to be 
elected at that election. The order of names upon the ballot for each 
office shall be determined by lot among the candidates: Provided, 
That the Government Secretary or his designee is authorized to draw 
for a candidate who does not appear in person, or by authorized 
representative, at the drawing of lots. 

Src. 6. (a) The term of office of each member of the legislature 
shall be two years. The term of office of each member shall commence 
on the second Monday in April following his election: Provided, 
however, That the term of office of each member elected in November 
1954 shall commence on the second Monday in January 1955 and 
shall continue until the second Monday in April 1957. 

(b) No person shall be eligible to be a member of the legislature 
who is not a citizen of the United States, who has not attained the 
age of twenty-five years, who is not a qualified voter in the Virgin 
Islands, who has not be ‘en a bona fide resident of the Virgin Islands for 
at le ast three years next preceding the date of his election, or who has 
een convicted of a fe ae or of a crime involving moral turpitude and 
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has not received a pardon restoring his civil rights. Federal employees 
and persons employed in the legislative, executive or judicial branches 
of the government of the Virgin Islands shall not be eligible for 
membership in the legislature. 

(c) All officers and employees charged with the duty of directing 
the administration of the electoral system of the Virgin Islands and 
its representative districts shall be appointed in such manner as the 
legislature may by law direct. 

(d) No member of the legislature shall be held to answer before any 

tribunal other than the legislature for any speech or debate in the 
legislature and the members shall in all cases, except treason, felony, 
or breach of the peace, be privileged from arrest during their attend- 
ance at the sessions of the legislature and in going to and returning 
from the same. 
, (e) Each member of the legislature shall be paid the sum of $600 
annually, one-third on the second Monday in April, one-third on the 
second Monday in May, and one-third at the close of the regular 
session: Provided, however, That each member of the legislature shall 
be paid for the regular session commencing on the second Monday 
in January 1955, the sum of $600 annually, one-third on the second 
Monday in January, one-third on the second Monday in February, 
and one-third at the close of that session. Each member of the 
legislature who is away from the island of his residence shall also 
receive the sum of $10 per day for each day’s attendance while the 
legislature is actually in session, in lieu of his expenses for subsistence, 
and shall be reimbursed for his actual travel expenses in going to 
and returning from each session, or period thereof, for not to exceed 
a total of eight round trips during any calendar year. The salaries, 
per diem, and travel allowances of the members of the legislature shall 
be paid by the Government of the United States. 

({) No member of the legislature shall hold or be appointed to any 
office which has been created by the legislature, or the salary or 
emoluments of which have been increased, while he was a member, 
during the term for which he was elected, or during one year after 
the expiration of such term. 

(¢) The legislature shall be the sole judge of the elections and 
qualifications of its members, shall have and exercise all the authority 
and attributes, inherent in legislative assemblies, and shall have the 
power to institute and conduct investigations, issue subpena to wit- 
nesses and other parties concerned, and administer oaths. The rules 
of the Legislative Assembly of the Virgin Islands existing on the date 
of approval of this Act shall continue in force and effect for sessions 
of the legislature, except as inconsistent with this Act, until altered, 
amended, or repealed by the legislature. 

(h) The Governor of the Virgin Islands shall fill any vacancy in 
the office of a member of the legislature by appointment. If the 
vacant office is that of a senator from a district, the person appointed 
shall be a resident of the district from which the member whose office is 
vacant was elected. If the vacant office is that of a senator at large 
the person appointed many be a resident of any part of the Virgin 
Islands. In any case, the person appointed shall serve for the re- 
mainder of the unexpired term. 

Sec. 7. (a) Regular sessions of the legislature shall be held annually, 
commencing on the second Monday in April, and shall continue in 
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regular session for not more than sixty consecutive calendar days in 
any calendar year: Provided, however, That the annual session for 
1955 shall commence on the second Monday in January 1955, and 
shall continue in regular session for not more than sixty consecutive 
calendar days. The Governor may call special sessions of the legis- 
lature at any time when in his opinion the public interests may require 
it, but no special session shall continue longer than fifteen calendar 
days, and the aggregate of such special sessions during any calendar 
year shall not exceed thirty calendar days. No legislation shall be 
considered at any special session other than that specified in the call 
therefor or in any special message by the Governor to the legislature 
while in such session. 

(b) Sessions of the legislature shall be held in the capital of the 
Virgin Islands at Charlotte Amalie, Saint Thomas. 

Sec. 8. [(a) The legislative authority and power of the Virgin 
Islands shall extent to all subjects of local application not inconsistent 
with this Act or the laws of the United States made applicable to the 
Virgin Islands, but no law shall be enacted which would impair rights 
existing or arising by virtue of any treaty or international agreement 
entered into by the United States, nor shall the lands or other property 
of nonresidents be taxed at a high er rate than the lands or other 
property of reside nts. (a) The legislative authority and power of 
the Virgin Islands shall extend to all rightful subjects of legislation not 
anconsistent uth ee one or the laws of the United States made applicable 
to the Virgin Islands, but no law shall be enacted which would impair 
rights existing or arising by virtue of any treaty or international agreement 
entered into by the United States, nor shall the lands or other property 
of nonresitents be tared at a higher rate than the lands or other property 
of ree 

) [The legislature of the government of the Virgin Islands may 
cause to be issued on behalf of said government bonds or other obliga- 
tions for a specific public improvement or specific public undertaking 
authorized by an act of the legislature, which bonds or obligations 
shall be payable solely from the revenues direc ‘tly derived from and 
attributable to such specific public improvement or public under- 
taking.] The legislature of the government of the Virgin Islands may 
cause to be issued on behalf of said government bonds or other obligations 
(1) for a specific public improvement or spect fic public undertaking 
authorized by an act of the legislature, an (2) for the establishment, con- 
struction, operation, maintenance, reconstr uction, improvement, or en-~ 
large ment of other projects, authorized by an act of the legislature, which 
will, in the legislature’ s judgment, promote the public interest by economic 
development of the Virgin Islands. Such bonds or obligations shall be 
payable solely from the revenues directly derived from and attributable to 
such specific public improvement, public undertaking, or other project. 
The total amount of such revenue bonds which may be issued and 
outstanding for all such improvements or undertakings at any one 
time shall not be in excess of $10,000,000. Bonds issued pursuant 
to this subsection may bear such date or dates, may be in such 
denominations, may mature in such amounts and at such time or 
times, not exceeding thirty years from the date thereof, may be pay- 
able at such place or places, may carry such registration privileges 
as to either principal and interest, or principal only, and may be 
executed by such officers and in such manner as shall be prescribed 
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by the government of the Virgin Islands. Said bonds shall be sold 
at public sale and shall be redeemable after five years without pre- 
mium. In case any of the officers whose signatures appear on the 
bonds or coupons shall cease to be such officers before delivery of 
such bonds, such signature, whether manual or facsimile shall, never- 
theless, be valid and sufficient for all purposes, the same as if such 
officers had remained in office until such delivery. The bonds so 
issued shall bear interest at a rate not to exceed 5 per centum per 
annum, payable semiannually. All such bonds shall be sold for not 
less than the principal amount thereof plus accrued interest. All 
such bonds issued by the government of the Virgin Islands or by its 
authority shall be exempt as to principal and interest from taxation 
by the Government of the United States, or by the government of 
the Virgin Islands, or by any State, Territory, or possession or by any 
political subdivisicn of any State, Territory or possession, or by the 
District of Columbia. Such bonds shall under no circumstances con- 
stitute a general obligation of the Virgin Islands or of the United 
States. The legislature shall have no power to incur any indebtedness 
which may be a genera! obligation of said government. 

The laws of the United States applicable to the Virgin Islands 
on the date of approval of this Act, including laws made applicable to 
the Virgin Islands by or pursuant to the provisions of the Act of June 
22, 1936 (49 Stat. 1807), and all local laws and ordinances in force in 
the Virgin Islands, or any part thereof, on the date of approval of 
this Act shall, to the extent they are not inconsistent with this Act, 
continue in force and effect until otherwise provided by the C ongress: 
Provided, That the legis'!ature shall have power, when within its juris- 
diction and not inconsistent with the other provisions of this Act, to 
amend, alter, ee or repeal any local law or ordinance, public or 
private, civil or criminal, continued in force and effect by this Act, 
except as sani otherwise provided, and to enact new laws not incon- 
sistent with any law of the United States applicable to the Virgin 
Islands, subject to the power of Congress to annul any such Act of the 
legislature. 

(d) The President of the United States shall appoint a commission 
of seven persons, at least three of whom shall be residents of the Virgin 
Islands, to survey the field of Federal statutes and to make recom- 
mendations to the Congress within twelve months after the date of 
approval of this Act as to which statutes of the United States not ap- 
plicable to the Virgin Islands on such date should be made applicable 
to the Virgin Islands, and as to which statutes of the United States 
applicable to the Virgin Islands on such date should be declared in- 
applicable. The members of the commission shall receive no salary 
for their services on the commission, but under regulations and in 
amounts prescribed by the Secretary of the Interior, they may be paid, 
out of Federal funds, reasonable per diem fees, and allowances in lieu 
of subsistence expenses, for attendance at meetings of the commission, 
and for time spent on official business of the commission, and their 
necessary travel expenses to and from meetings or when upon such 
= ii al business, without regard to the Travel Expense Act of 1949. 

The Secretary of the Interior shall arrange for the preparation, 
at aelcud expense, of a code of laws of the Virgin Islands, to be 
entitled the ‘Virgin Islands Code’’, which shall be consolidation, 
codification and revision of the local laws and ordinances in force in the 
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Virgin Islands. When prepared, the Governor shall submit it, 
toge ther with his recommendations, to the legislature for enactment. 
Upon the enactment of the Virgin Islands Code it [and any supple- 
ments to it] shall be printed, at Federal expense, by the Government 
Printing Office as a public document. 

Sec. 9. (a) The quorum of the legislature shall consist of seven of 
its members. No bill shall become a law unless it shall have been 
passed at a meeting, at which a quorum was present, by the affirmative 
vote of a majority of the members present and voting, which vote shall 
be ay veas and nays. 

T - enacting clause of all acts shall be as follows: “Be it enacted 
ae va aemmabare of the Virgin Islands” 

(c) The Governor shall submit at the opening of each regular session 
of the legislature a message on the aie of the Virgin Islands and a 
budget of estimated receipts and expenditures, which shall be the basis 
of the : appropriation bills for the ensuing fiscal year, which shall com- 
mence on the first day of July. 

(d) Every bill passed by the legislature shall, before it becomes 
a law, be presented to the Governor. If the Governor approves the 
bill, he shall sign it. If the Governor disapproves the bill, he shall, 
except as hereinafter provided, return it, with his objections, to the 
legislature within ten days (Sundays excepted) after it shall have 
been presented to him. If the Governor does not return the bill within 
such period, it shall be a law in like manner as if he had signed it, unless 

1e legislature by adjournment prevents its return, in which case it 
shall be a law if signed by the Governor within thirty days after it 
shall have been presented to him; otherwise it shall not be a law. 
When a bill is returned by the Governor to the legislature with his 
objections, the legislature shall enter his objections at large on its 
journal and proceed to reconsider the bill. If, after such re« onsidera- 
tion, two-thirds of all the members of the legislature agree to pass 
the bill, it shall be presented anew to the Governor. If he then 
approves it, he shall sign it; if not, he shall within ten days after it 
has been presented to him transmit it to the President of the United 
States. If the President approves the bill, he shall sign it. If he 
disapproves the bill, he shall return it to the Governor, so stating, 
and it shall not be a lew. If the President neither approves nor 
disapproves the bill within ninety days from the date on which it is 
transmitted to him by the Governor, the bill shall be a law in like 
manner as if the President had signed it. If any bill presented to 
the Governor contgins several items of appropriation of money, he 
may object to one or more of such items, or any part or parts, portion 
or portions thereof, while approving the other items, parts, or portions 
of the bill. In such a case he shall append to the bill, at the time 
of signing it, a statement of the items, or parts or portions thereof, to 
which he objects, and the items, or parts or portions thereof, 
objected to shall not take effect. 

(e) If at the termination of any fiscal year the legislature shall have 
failed to pass appropriation bills providing for payment of the obliga- 
tions and necessary current expenses of the government of the Virgin 
Islands for the ensuing fiscal year, then the several sums appropr iated 
in the last appropriation bills for the objects and purposes therein 
specified, so far as the same may be applicable, shall be deemed to be 
reappropriated item by item. 
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(f) The legislature shall keep a journal of its proceedings and 
publish the same. Every bill passed by the legislature and the yeas 
and nays on any question shall be entered on the journal. 

(g) Copies of all laws enacted by the legislature shall be transmitted 
within fifteen days of their enactment by the Governor to the Sec retary 
of the Interior and by him annually to the Congress of the United 
States. 

Sec. 10. The next general election in the Virgin Islands shall be 
held on November 2, 1954. At such time there shall be chosen the 
entire membership of the legislature as herein provided. Thereafter 
the general elections shall be he!d on the first Tuesday after the first 
Monday in November, beginning with the year 1956, and every two 
years thereafter. T he Munic ipal Council of Saint Thomas and Saint 
John, and the Municipal Council of Saint Croix, existing on the date 
of approval of this Act, shall continue to function until January 10, 
1955, at which time all of the functions, property, personnel, records, 
and unexpended balances of appropriations and funds of the govern- 
ments of the municipality of Saint Thomas and Saint John and the 
municipality of Saint Croix shall be transferred to the government of 
the Virgin Islands. 

EXECUTIVE BRANCH 


Sec. 11. The executive power of the Virgin Islands shall be vested 
in an executive officer whose official title shall be the ‘Governor of 
tne Virgin Islards’’, and shall be exercised under the supervision of 
the Secretary of the Interior. The Governor of the Virgin Islands 
shall be appointed by the President, by and with the advice and 
consent of the Senate, and shall hold office at the pleasure of the 
President, and until his successor is chosen and qualified. The Gov- 
ernor shall maintain his official residence in the Government House 
on Saint Thomas during his official incumbency, free of rent, and 

hile in Saint Croix may reside in Government House on Saint Croix 
free of rent. He shall have general supervision and control of all the 
departments, bureaus, agencies, and other instrumentalities of the 
executive branch of the government of the Virgin Islands. He may 
grant pardons and reprieves and remit fines and forfeitures for offenses 
against the local laws, and may grant respites for all offenses against 
the laws of the United States applicable in the Virgin Islands until 
the decision of the President can be ascertained. He may veto any 
legislation as provided in this Act. He shall apoint all offieers and 
employees of the executive branch of the government of the Virgin 
Islands, except as otherwise provided in this or any other Act of 
Congress, and shall commission all officers that he may be authorized 
to appoint. He shall be responsible for the faithful execution of the 
laws of the Virgin Islands and the laws of the United States applicable 
in the Virgin Islands. Whenever it becomes necessary he may call 
upon the commanders of the military and naval forces of the U nited 
States in the islands, or summon the posse comitatus, or call out the 
militia, to prevent or suppress violence, invasion, insurrection, or 
rebellion; and he may, in case of rebellion or invasion, or imminent 
danger thereof, when the publie safety requires it, suspend the privi- 
lege of the writ of habeas corpus, or place the islands or any part 
thereof, under martial law, until communication can be had with the 
President and the President’s decision thereon made known. He shall 
annually and at such other times as the President or the Congress may 
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require, make official report of the transactions of the government of 
the Virgin Islands to the Secretary of the Interior, and his said annual 
report shall be transmitted to the Congress. He shall perform such 
additional duties and functions as may, in pursuance of law, be dele- 
gated to him by the President, or by the Secretary of the Interior. He 
shall have the power to issue executive regulations not in conflict 
with any applicable law. He may attend or may designate another 
person to represent him at the meetings of the legislature, may give 
expressions to his views on any matter before that body, and may 
recommend bills to the legislature. 

Src. 12. The President shall appoint a Government Secretary for 
the Virgin Islands. He shall have custody of the seal of the Virgin 
Islands and shall countersign and affix such seal to all executive 
proclamations and all other executive documents. He shall record 
and preserve the laws enacted by the legislature. He shall promulgate 
all proclamations and orders of the Governor and all laws enacted by 
the legislature. He shall have such executive powers and perform 
such other duties as may be assigned to him by the Governor. 

SEC. The Governor may appoint an administrative assistant 
who shall reside in Saint Croix and an administrative assistant who 
shall reside in Saint John. These administrative assistants shall 
perform such duties as may be assigned to them by the Governor. 
In making such appointments, preference shall be given to qualified 
residents of the Virgin Islands. 

Sec. 14. In case of a vacancy in the office of Governor or the dis- 
ability or temporary absence of the Governor, the Government 
Secretary shall have all the powers of the Governor. 

Sec. 15. The Secretary of the Interior may from time to time 
designate the head of an executive department of the government 
of the Virgin Islands to act as Governor in the case of a vacancy in 
the offices, or the disability or temporary absence, of both the Governor 
and the Government Secretary, and the person so designated shall 
have all the powers of the Governor for so long as such condition 
continues. 

Sec. 16. (a) The Governor shall, within one year after the date of 
approval of this Act, reorganize and consolidate the existing executive 
departments, bureau, independent boards, agencies, aut horities, com- 
missions, and other instrumentalities of the government of the Vi irgin 
Islands or of the municipal government into not more than nine 
executive departments except for independent bodies whose existence 
may be required by Federal law for participation in Federal programs. 
The head of each executive department shall be designated as the 
Commissioner thereof, and the Commissioner of Finance shall be 
bonded. No other department, bureau, independent board, agency, 
authority, commission, or other instrumentality shall be created, 
organized, or established by the Governor or the legislature, without 
the prior approval of the Secretary of the Interior, unless required by 
Federal law for participation in Federal programs. 

(b) The Governor shall, from time to time, after complying with 
the provisions of subsection (a) of this section, examine the organiza- 
tion of the executive branch of the government of the Virgin Islands, 
and shall make such changes therein, subject to the approval of the 
legislature, not inconsistent with this Act, as he determines are 
necessary to promote effective management and to execute faithfully 
the purposes of this Act and the laws of the Virgin Islands. 
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(c) The heads of the executive departments created by this Act 
shall be appointed by the Governor, with the advice and consent of 
the legislature. Each shall hold office during the continuance in office 
of the Governor by whom he is appointed and until his successor is 
appointed and qualified, unless sooner removed by the Governor. 
Each shall have such powers and duties as may be prescribed by the 
legislature. The chairman and members of any board, authority, or 
commission established by the laws of the Virgin Islands shall, if the 
laws of the Virgin Islands hereafter provide, also be appointed by the 
Governor with the advice and consent of the legislature, if such board, 
authority, or commission has quasi-judicial functions: Provided, That 
no law of the Virgin Islands dealing with the chairmanship, member- 
ship, or chairmanship and membership of any such board, authority, 
or commission, and requiring an appointment or appointments to 
be made with the advice and consent of the legislature, shall relate 
to more than one such board, authority, or commission, nor shall it 
relate e any other legislative matter. 

SEC. (a) The Secretary of the Interior shall appoint a govern- 
ment ieee who shall receive a salary of [not to exceed J 
$12,500 per annum. ‘The government comptroller shall hold office for 
a term of ten years and until his successor is appointed and qualified 
unless sooner removed by the Secretary of the Interior for cause. 
The government comptroller shall not be eligible for reappointment. 

(b) The government comptroller shall audit and settle all accounts 
and claims pertaining to the revenues and receipts from whatever 
source of the government of the Virgin Islands and of funds derived 
from bond issues; and he shall audit and settle, in accordance with law 
and administrative regulations, all expenditures of funds and property 
pertaining to the government of the Virgin Islands including those 
pertaining to trust funds held by the government of the Virgin Islands. 

(c) It shall be the duty of the government comptroller to bring to 
the attention of the proper administrative officer failures to collect 
amounts due the government, and expenditures of funds or property 
which in his opinion are extravagant, excessive, unnecessary, or 
irregular. 

(d) It shall be the duty of the government comptroller to certify 
to the Secretary of the Interior the net amount of government revenues 
which form the basis for Federal grants for the civil government of the 
Virgin Islands. 

[(e) The decisions of the government comptroller shall be final 
except that appeal therefrom may be taken by the party aggrieved 
or the head of the department concerned within one year from the date 
of the decision, to the Governor, which appeal shall be in writing and 
shall specifically set forth the particular action of the government 
comptroller to which exception is taken with the reasons and the 
authorities relied upon for reversing such decision. 

[(f) If the Governor confirms the decision of the government 
comptroller, then relief may be sought by appeal to the legislature or 
suit in the District Court of the Virgin Islands if the claim is otherwise 
within its jurisdiction. ] 

(e) The decisions of the government comptroller shall be final except 
that appeal therefrom may, with the concurrence of the Governor, be taken 
by the party aggrieved or the head of the Department concerned, within 
one year from the date of the decision, to the Secretary of the Interior, 
which appeal shall be in writing and shall specifically set forth the par- 
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ticular action of the government comptroller to which exception is taken, 
with the reasons and the authorities relied upon for reversing such decision. 

(f) If the Secretary of the Interior confirms the decision of the govern- 
ment comptroller, or if the Governor does not concur in the taking of an 
appeal to the Secretary, then relief may be sought by suit in the District 
Court of the Virgin Islands if the claim is otherwise within its jurisdiction. 

(g) The government comptroller is authorized to communicate 
directly with any person having claims before him for settlement, or 
with any department officer or person having official relation with his 
office. He may summon witnesses and administer oaths. 

(h) As soon after the close of each fiscal year as the accounts of said 
fiscal year may be examined and adjusted, the government comptroller 
shall submit to the Governor of the Virgin Islands an annual report 
of the fiscal condition of the government, showing the receipts and 
disbursements of the various departments and agencies of the govern- 
ment. 

(i) The government comptroller shall make such other reports as 
may be required by the Governor of the Virgin Islands, the Comp- 
— General of the United States, or the Secretary of the Interior. 

j) The office of the government comptroller shall be under the 
was supervision of the Secretary of the Interior, but shall not be 
a part of any executive department in the government of the Virgin 
Islands. 

SYSTEM OF ACCOUNTS 


Sec. 18. The Governor shall establish and maintain systems of 
accounting and internal control designed to provide— 

(a) full disclosure of the financial results of the government’s 
activities: 

(b) adequate financial information needed for the government’s 
management purposes; 

(c) effective control over and accountability for all furds, 
property, and other assets for which the government is responsible, 
including appropriate internal audit; and 

(d) reliable accounting results to serve as the basis for prepara- 
tion and support of the government’s request for the approval of 
the President or his designated representative for the obligation 
and expenditure of the internal revenue collections as provided in 
section 26, the Governor’s budget request to the legislature, and 
for controlling the execution of the said budget. 

Src. 19. The office and activities of the Government Comptroller of 
the Virgin Islands shall be subject to review annually by the Comp- 
troller General of the United States, and report thereon shall be made 
by him to the Governor, the Secretary of the Interior, and to the 
Congress. 

Sec. 20. (a) The Governor shall receive an annual salary at the rate 
provided for Governors of Territories and possessions in the Executive 
Pay Act of 1949. 

(b) The Government Secretary, the heads of the executive depart- 
ments, and the members of the immediate staffs of the Governor and 
the Government Secretary, shall receive annual salaries at rates estab- 
lished by the Secretary of the Interior in accordance with the standards 
provided in the Classification Act of 1949. 

[(c) The salaries of the Governor, the Government Secretary, and 
the members of their immediate staffs shall be paid by the U nited 
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States. The salaries of the government comptroller and the heads 
of the executive departments shall be paid by the government of the 
Virgin Islands; and if the legislature shall fail to make an appropria- 
tion for such salaries, the salaries theretofore fixed shall be paid without 
the necessity of further appropriations therefor. ] 

(c) The salaries of the Governor, the government secretary, the govern- 
ment comptroller, and the members of their immediate staffs shall be paid 
by the United States. The salaries of the heads of the executive depart- 
ments shall be paid by the government of the Virgin Islands; and 7f the 
legislature shall fail to make an appropriation for such salaries, the 
salaries theretofore fixed shall be paid without the necessity of further 
appropriations the refor. 

JUDICIAL BRANCH 


Sec. 21. The judicial power of the Virgin Islands shall be vested 
in a court of record to be designated the “District Court of the Virgin 
Islands”, and in such court or courts of inferior jurisdiction as may 
have becn or may hereafter be established by local law. 

Sec. 22. The District Court of the Virgin Islands shall have the 
jurisdiction of a district court of the United States in all causes arising 
under the Constitution, treaties and laws of the United States, regard- 
less of the sum or value of the matter in controversy. It shall have 
general original jurisdiction in all other causes in the Virgin Islands, 
exclusive jurisdiction over which is not conferred by this Act upon 
the inferior courts of the Virgin Islands. When it is in the interest 
of justice to do so the district court may on motion of any party 
transfer to the district court any action or proceeding brought in an 
inferior court and the district court shall have jurisdiction to hear 
and determine such action or proceeding. The district court shall 
also have appellate jurisdiction to review the judgments and orders 
of the inferior courts of the Virgin Islands to the extent now or here- 
after prescribed by local law. 

Sec. 23. The inferior courts now or hereafter established by local 
law shall have exclusive original jurisdiction of all civil actions wherein 
the matter in controversy does not exceed the sum or value of $500 
exclusive of interest and costs, all criminal cases wherein the maxi- 
mum punishment which may be imposed does not exceed a fine of 
$100 of imprisonment for six months, or both, and all violations of 
police and executive regulations, and they shall have original juris- 
diction, concurrently with the district court, of all actions, civil or 
criminal, jurisdiction of which may hereafter be conferred upon them 
by local law. Any action or proceeding brought in the district court 
which is within the jurisdiction of an inferior court may be trans- 
ferred to such inferior court by the district court in the interest of 
justice. The inferior courts shall hold prelimins iry investigations in 
charges of felony and charges of misdemeanor in which the punishment 
that may be imposed i is beyond the jurisdiction granted to the inferior 
courts by this section, and shall commit offenders to the district court 
and grant bail in bailable cases. The rules governing the practice 
and procedure of the inferior courts and prescribing the duties of the 
judges and officers thereof, oaths and bonds, the times and places of 
holding court, and the procedure for appeals to the district court 
shall be as may hereafter be established by the district court. The 
rules governing disposition of fines, costs and forfeitures, enforcement 
of judgments, and disposition and treatment of prisoners shall be as 
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established by law or ordinance in force on the date of approval of 
this Act or as may hereafter be so established. 

Sec. 24. The President shall, by and with the advice and consent 
of the Senate, appoint a judge for the District Court of the Virgin 
Islands, who shall hold office for the term of eight years and until 
his successor is chosen and qualified, unless sooner removed by the 
President for cause. The salary of the judge of the district court 
shall be at the rate prescribed for judges of the United States district 
courts. Whenever it is made to appear that such an assignment is 
necessary for the proper dispatch of the business of the District 
Court the Chief Judge of the Third Judicial Circuit of the United 
States may assign a circuit or district judge of the Third Circuit, or 
the Chief Justice of the United States may assign any other United 
States circuit or district judge with the consent of the judge so 
assigned and of the chief judge of his circuit, to serve temporarily 
as a judge of the District Court of the Virgin Islands. The compen- 
sation of the judge of the district court and the administrative 
expenses of the court shall be paid from appropriations made for the 
judiciary of the United States. [The Attorney General shall, as 
heretofore, appoint a marshal and one deputy marshal for the Virgin 
Islands to whose office the provisions of chapter 33 of title 28, United 
State Code, shall apply.] The Attorney General shall appoint a United 
States Marshal woth the Virgin Islands, to whose office the provisions of 
chapter 33 of title 28, United States Code, shall apply. 

Sec. 25. The Vi irgin Islands consists of two judicial divisions; the 
Division of Saint Croix, comprising the island of Saint Croix and 
adjacent islands and cays and the Division of Saint Thomas and 
Saint John, comprisin ig the islands of Saint Thomas and Saint John 
and adjacent islands and cays. ‘The district court shall hold sessions 
in each division at such time as the court may designate by rule or 
order, at least once in three months in each division. The rules of 
practice and procedure heretofore or hereafter promulgated and made 
effective by the Supreme Court of the United States pursuant to 
section 2072 of title 28, United States Code, in civil cases, section 
2073 of title 28, United States Code, in admiralty cases, and section 
30 of the Bankruptcy Act in bankruptey cases, shall apply to the 
District Court of the Virgin Islands and to appeals therefrom. All 
offenses shall continue to be prosecuted in the District Court by 
information as heretofore except such as may be required by local 
law to be prosecuted by indictment by grant jury 

Sec. 26. [In any criminal case originating in the district court, no 
person shall be denied the right to trial by jury on the demand of 
either party.] All criminal cases originating in the district court shall 
be tried by jury upon demand by the defendant or by the Government. 
If no jury is demanded the case shall be tried by the judge of the 
district court without a jury, except that the judge may, on his own 
motion, order a jury for the trial of any criminal action. The legis- 
lature may provide for trial in misdemeanor cases by a jury of six 
qualified persons. 

Sec. 27. The President shall, by and with the advice and consent 
of the Senate, appoint a United States attorney for the Virgin Islands, 
who shall hold office for the term of four years and until his successor 
is chosen and qualified, unless sooner removed by the President for 
cause. The United States attorney, by himself or the assistant 
United States attorney, shall conduct all legal proceedings, civil and 
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criminal, to which the Government of the United States or the govern- 
ment of the Virgin Islands is a party in the District Court of the 
Virgin Islands and in the inferior courts of the Virgin Islands. Of- 
fenses against the laws of the Virgin Islands shall be prosecuted in 
the name of the government of ‘the Vi irgin Islands. The United 
States attorney shall perform his duties under the supervision and 
direction of the Attorney General of the United States. The Attorney 
General may appoint one assistant United States attorney. The 
Attorney General may authorize the employment of necessary clerical 
assistants. ‘The compensation of the [district attorney] United 
States attorney and his assistant and employees shall be fixed by the 
Attorney General and their salaries and the other necessary expenses 
of the office shall be paid a appropriations made to the Department 
of Justice. In the case of a vacancy in the office of the [district 
attorney] United States amen the District Court of the Virgin 
Islands may appoint a [district attorney] United States attorney to 
serve until the vacancy is filled. The order of appointment by the 
court shall be filed with the clerk of the court. 


FISCAL PROVISIONS 


Sec. 28. (a) The proceeds of customs duties, the proceeds of the 
United States income tax, the proceeds of any taxes levied by the 
Congress on the inhabitants of the Virgin Islands, and the proceeds of 
all quarantine, passport, immigration, and naturalization fees col- 
lected in the Virgin Islands, less the cost of collecting all of said duties, 
taxes, and fees, shall be covered into the treasury of the Virgin Islands, 
and shall be available for expenditure as the Legislature of the Virgin 
Islands may provide: Provided, That the term ‘inhabitants of the 
Virgin Islands’ as used in this section shall include all persons whose 
permanent residence is in the Virgin Islands, and such persons shall 
satisfy their income tax obligations under applicable taxing statutes of 
the United States by paying their tax on income derived from all 
sources both within and outside the Virgin Islands into the treasury of 
the Virgin Islands: Provided further, That nothing in this Act shall be 
construed to apply to any tax specified in section 3811 of the Internal 
Revenue Code. 

(b) Subchapter B of chapter 28 of the Internal Revenue Code is 
amended by adding to section 3350 thereof the following subsection: 

“(¢) Disposition or INreERNAL Revenug Co.uections.—Begin- 
ning with the fiscal year ending June 30, 1954, and annually thereafter, 
the Secretary of the Treasury shall determine = amount of all taxes 
imposed by, and collected during the fiscal year under, the internal 
revenue laws of the United States on articles loadin in the Virgin 
Islands and transported to the United States. The amount so 
determined less 1 per centum and less the estimated amount of refunds 
or credits shall be subject to disposition as follows: 

“(i) There shall be transferred and paid over to the government of 
the Virgin Islands from the amounts so determined a sum equal to 
the total amount of the revenue ee by the government of the 
Virgin Islands during the fiscal year, as certified by the Government 
( ‘omptroller of the Virgin eae "The moneys so transferred and 
paid over shall constitute a separate fund in the treasury of the 
Virgin Islands and may be expended as the legislature may determine: 
Provided, That the approval of the President or his designated repre- 
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sentative shall be obtained before such moneys may be obligated or 
expended. 

‘“(ii) There shall also be transferred and paid over to the government 
of the Virgin Islands during each of the fiscal years ending June 30, 
1955, and June 30, 1956, the sum of $1,000, 000, or the bs lance of the 
internal revenue collections available under this subsection (c) after 
payments are made under the preceding paragraph (i), whichever 
amount is greater. The moneys so transferred and paid over shall 
be a in the separate fund established by the preceding para- 
graph (i), but shall be obligated or expended for emergency purposes 
and ehcutaa public projects only, with the prior approval of the 
Py resident or his designated representative. 

‘(ii) Any amounts remaining shall be deposited in the Treasury of 
the United States as miscellaneous receipts. 

“If at thee ne of any fiscal year the total of the Federal contribution 
made under (i) above at the beginning of that fiscal year has not been 
obligated or ae nded for an approved purpose, the oe ance shall 
continue available for expenditure during any succeeding fiscal year, 
but only for approved emergency relief purposes and essential pub lic 
projects as provided in (ii) above. The aggregate amount of moneys 
available for expenditure for emergency relief purposes and essential 
public projects only, including payments under (ii) above, shell not 
exceed the sum of $5,000,000 at the end of any fiscal year. Any un- 
oblige ted or unexpended balance of the Federal contribution remaining 
at the end of a fiscal year which would cause the moneys available for 
emergency relief purposes and essential public projects only to exceed 
the sum of $5,000,000 shall thereupon be transferred and paid over 
to the Treasury of the United States as miscellaneous receipts.”’ 

(c) Section 42 of the Trade Mark Act of 1946 (60 Stat. 440, 15 
U.S. C., 1952 edition, sec. 1124), and section 526 of the Tariff Act of 
1930 (46 Stat. 741, 19 U. S. C., 1952 edition, sec. 1526), shall not 
apply to importations into the Virgin Islands of genuine foreign mer- 
chandise bearing a genuine foreign trade-mark, but shall remain 
applicable to importations of such merchandise from the Virgin 
Islands into the United States or its possessions; and the dealing in 
or possession of any such merchandise in the Virgin Islands shall not 
constitute a violation of any registrant’s right under said Trade 
Mark Act 

(d) There shall be levied, collected, and paid upon all articles 
coming into the United States or its possessions from the Virgin Islands 
the rates of duty which are required to be levied, collected, and paid 
upon like articles imported from foreign countries, and the internal 
revenue taxes imposed by section 3350 of title 26, United States Code: 
Provided, That all articles, the growth or product of, or manufactured 
in, such islands, from materials grown or produced in such islands or 
in the United States, or both, or which do not contain foreign materials 
to the value of more than 50 per centum of their total value, upon 
which no drawback of custom duties has been allowed therein, coming 
into the United States from such islands shall be admitted free of duty. 
In determining whether such a Virgin Islands article contains foreign 
material to the value of more than 50 per centum, no material shall 
be considered foreign which, at the time the Virgin Islands article 1s 
entered, or withdrawn from warehouse, for consumption, may be 
imported into the continental United States free of duty generally. 
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MISCELLANEOUS PROVISIONS 


Src. 29. All officials of the government of the Virgin Islands shall 
be citizens of the United States Every member of the Legislature 
of the Virgin Islands and all officers and employees of the government 
of the Virgin Islands shall before entering upon the duties of their 
respective “offices, or, in the case of persons in the employ of the 
government of the Virgin Islands on the effective date of this Act, 
then within sixty days of the effective date thereof, make a written 
statement in the following form: 

sd og _, do solemnly swear (or affirm) that I will 
support, obey, and defend the Constitution and laws of the United 
States applic ‘able to the Virgin Islands and the laws of the Virgin 
Islands, and that I will discharge the duties of ws ance 
fidelity. 

“And I do further swear (or affirm) that I do not advocate, nor am 
I knowingly a member of any organization that advocates, the over- 
throw of the Government of the United States or of the Virgin Islands 
by force or violence or other unconstitutional means, or seeking by 
force or violence to deny other persons their rights under the Consti- 
tution and laws of the United States applicable to the Virgin Islands 
or the laws of the Virgin Islands. 

“And I do further swear (or affirm) that I will not so advocate noi 
will I knowingly become a member of such organization during the 
period that I am an employee of the Virgin Islands.”’ 

Src. 30. All reports required by law to be made by the Governor 
to any official of the United States shall hereafter be made to the 
Secretary of the Interior, and the President is hereby authorized to 
place all matters pertaining to the government of the Virgin Islands 
under the jurisdiction of the Secretary of the Interior, except matters 
relating to the judicial branch of said government which on the date 
of approval of this Act are under the supervision of the Director of the 
Administrative Office of the United States Courts, and the matters 
relating to the United States Attorney and the United States Marshal 
which on the date of approval of this Act are under the supervision of 
the Attorney General. 

Sec. 31. (a) The Secretary of the Interior shall be authorized to 
lease or to sell upon such terms as he may deem advantageous to the 
Government of the United States any property of the United States 
under his administrative supervision in the Virgin Islands not needed 
for public purposes. 

The government of the Virgin Islands shall continue to have 
control over all public property that is under its control on the date 
of approval of this Act. 

Src. 32. Section 6 of the Act of August 30, 1890 (26 Stat. 414, 416), 
as amended (21 U.S. C. 1946 edition, sec. 104) is further amended 
by inserting the aie “and the admission into the Virgin Islands” 
immedi itely following the word ‘“Texas’’, so that such section will 
read as follows: 

“The importation of cattle, sheep, and other ruminants, and swine, 
which are diseased or infected with any disease, or which shall have 
been exposed to such infection within sixty days next before their 
exportation, is prohibited: Provided, That the Secretary of Agricul- 
ture, within his discretion and under such regulations as he may pre- 
scribe, is authorized to permit the admission from Mexico into the 
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State of Texas and the admission into the Virgin Islands of cattle 
which have been infested with or exposed to ticks upon being freed 
thereform. Any person who shall knowingly violate the foregoing 
provision shall be deemed guilty of a misdemeanor and shall, on con- 
viction, be punished by a fine not exceeding $5,000, or by imprison- 
ment not exceeding three years, and any vessel or vehicle used in such 
unlawful importation within the knowledge of the master or owner of 
such vessel or vehicle that such importation is diseased or has been 
exposed to infection as herein described, shall be forfeited to the 
United States.” 

Sec. 33. Section 2 of the Act of February 2, 1903 (32 Stat. 791, 
792), as amended (21 U. 5. C., 1946 edition, sec. 111), is hereby 
further amended by striking out the period and adding at the end 
thereof the following: ‘: Provided, That no such regulations or 
measures shall pertain to the introduction of live poultry into the 
Virgin Islands of the United States.” 

Sec. 34. This Act shall take effect upon its approval, but until 
its provisions shall severally become operative as herein provided, 
the corresponding legislative, executive, and judicial functions of the 
existing government shall continue to be exercised as now provided 
by law or ordinance, and the incumbents of all offices under the 
government of the Virgin Islands shall continue in office until their 
successors are appointed and have qualified unless, sooner removed 
by competent authority. The enactment of this Act shall not affect 
the term of office of the judge of the District Court of the Virgin 
Islands in office on the date of its enactment. 

Sec. 35. There are hereby authorized to be appropriated annually 
by the Congress of the United States such sums as m: iy be necessary 


and appropriate to carry out the provisions and purposes of this Act. 
Sec. 36. If any clause, cadens. paragraph, or part of this Act, 
r the application the reof to any person, or circumstances, is held in- 
valid, the application thereof to — persons, or circumstances and 
the remainder of the Act, shall not be affected thereby. 


s 
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85rH Conaress { SENATE a 
2d Nession j ! _No. 226 


PROCEEDINGS AGAINST PETER LICAVOLI 
TEMPT OF THE SENATE 


Avuaust 8, 1958.—Ordered to be printed 


MAIN 
REA MING RCOM 


Mr.¥\McCLettan, from the Senate Select Committee ou Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany S. Res. 364] 


The Senate Select Committee on Amprop r Activities in the Labor 
Management Field, created and authorized by Senate Resolution 74, 
agreed to January 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221, agreed to 
January 29, 1958, of the 85th Congress, 2d session; and under the 
rules of procedure adopted by the committee on February 5, 1957, 
and under the Standing Rules of the Senate, caused to be issued a 
subpena to Peter Licavoli, which was duly served on him on July 28. 
1958. Said subpena directed Peter Licavoli to appear forthwith 
before the committee at their committee room, Senate Office Building, 
Washington, D. C., and then and there to testify relative to the subject 
matter under consideration by the said Senate Select Committee on 
Improper Activities in the Labor or Management Field. 

The subpena served upon the said Peter Licavoli is set forth as 
follows: 

Unirep Srares OF AMERICA 


CONGRESS OF THE UNITED STATES 
L-4662 
To Prerer Licavout, Detroit, Mich., Greeting: 

Pursuant to lawful authority, vou are hereby commanded 
to appear before the Senate Select (‘ommittee on Improper 
Activities in the Labor or Management Field of the Senate 
of the United States, forthwith, at their committee room 101, 
Senate Office Building, Washington, D. C., then and there 
to testify what you may know relative to the subject matters 
under consideration by said committee 
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Hereof fail not, as you will answer vour default under the 
pains and penalties in such cases made and provided. 

To to serve and return. 

Given under my hand, by order of the committee, this 
25th day of Julv in the vear of our Lord one thousand nine 
hundred and fifty -eight. 

(Signed) Joun L. McCue ran, 


( hairma ss Ns nate Ne lect ( ‘ommiattes Oo} /mprope 
PL ey . j } . 
Aci ities an the Labo) oO} Vanade men ii ie d. 


It is requested that you telephonically contact Mr. Robert 
F. Kennedy at Washington, D. C., Capitol 4-3121, extension 
182s, for further instructions 


JULY 28. 1958. 


I made service of the within subpena by personal service 
the wi-hin-named Peter Lieavoli, at Detroit, Mich. (eighth 
floor lobby. Federal Building) at 10:42 a. m., on the 28th 


day of July 1958 


Signed) Epwarp M. Jones 

Peter Li ivoli wi served with a personal hbpen: ‘equiri 1o his 
rthwith appearance before this committee in Washington, D. C, 
He was called for the purpose of eliciting testimony from him concern- 
mg’ the s hy] tte th n under co SI] ler: tion by the committee 
(’ommiuttes taff 1embers contact ade ph Louisell, attorney fol 
Peter Licavoli, on Jul 28, 1958, 1d advised counsel that Mr 
Licavoli’s ppe ne ould be required o1 ) orn r of Julw 321 
L958. 

A telegra s directed to Peter Li O t his home in Michigan 
on Juls 29, 1958, again notil Ine him to ppear on sul | 1958S 
This committee was notified that the aforesaid t¢ I ram was refused 


bx the addresses 

On July 31, 1958, at a regular session of the committee, Peter 
Liecavoli Was eall d asa Vv ity ess. He did not respol d 

At all times from tbe service of the aforesaid subpena Upon Peter 
Licavoli on July 28, 1958, until the present, Peter Licavoli has failed 
to communicate in any manner with this committee 

Excerpts from the meeting of the committee on July 31, 1958, and 
relevant documents, are annexed hereto as exhibit 1 

As a result of the refusal of said Peter Licavoli to appear and to 
answer questions pertinent to said inquiry, the committee was pre- 
vented from receiving testimony concerning the matters under inquiry 
by this committee in accordance with the terms of the subpena served 
upon this witness. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and after reviewing the 
facts in this matter as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requiring 
the United States attorney for the District of Columbia to proceed 
against the said Peter Licavoli in the manner and form prescribed 
bv law 
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UNITED STATES OF AMERICA 


EXHIBIT 1 
Unitep STATES OF AMERICA 


CONGRESS OF THE UNITED STATES 
L-4662 
To Perrer Licavo.t, Detroit, Michigan, Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear 
before the Senate Select Committee on Improper Activities in the 
Labor or Management Field of the Senate of the Umited States, 
forthwith, at their committee room 101, Senate Office Building, 
Washington, D. C., then and there to testify what you may know 
relative to the subject matters under consideration by said committee. 

Hereof fail not, as vou will answer your default under the pains and 
penalties in such cases made and provided. 

To to serve and return. 

Given under my hand, by order of the committee, this 25th day of 
July in the year of our Lord one thousand nine hundred and fifty-eight. 

Joun L. McC ueuan, 
Chairman : Senate Se lect Committec on Improper Activitic s in 
the Labo or Manage ment ied. 

lt is requested that you telephonically contact Myr. Robert F. 
Kennedy at Washington, D. C., Capitol 4-3121, extension 4828, for 
further instructions. 

[Endorsement] 
JuLy 28, 1958. 

| made service of the within subpena by personal service the within- 
named Peter Licavoli, at Detroit, Mich., eighth floor lobby, Federal 
Building, at 10:42 a. m., on the 28th day of July 1958. 

Kpwarp M. Jones. 


PET} it AVOLI, 
1154 Balfour, Grosse Pointe, Mich.: 


Following up on conversation with your attorney, Mr. Louisell, 
and pursuant to subpena served upon you, you are hereby notified to 
uppear in room 101, Senate Office Building, Washington DD ae at 
Ya.m.. Thursday, Jul ols ODS 


: . ; 
Ronertr F. KENNEDY, 
Chief Counsel. Senate Select Committee on Imprope r Activities 


nN the Lah ov Vanage Men ield. 


Derrom, Micu., July 29, 1958. 
Roperr F. Kennepy, 
(‘h Y f (‘oun el Ne nate Ne leel Cloamn the é On Im prope Yr Ae biawitie \ 
in Labor or Management Field: 
Your telegram July 29 to Peter Licavoli, 1154 Balfour, Grosse 
Pointe, Miel lelivered. Add iafuasel ’ , 
ote, Miteh.. is undelivered Lddressee retusec to xecep 


Wt STERN UNION. 
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LINEN AND OVERALL INDUSTRIES IN DETROIT AREA 


UNITED STATES SENATE, 
SeLect CoMMITTEE ON [uproPER ACTIVITIES 
ix THE LABOR OR MANAGEMENT FIELD 
Washington, D. C., Thursday, July 31, 1958. 

The select committee met al 11 a. m., pursuant to Senate 
Resolution 74, agreed to January 9). 1957, in the caucus room, United 
States Senate, Senatol John L. McClellan (chairman of the select 
committee) presiding. 

Members of the select commuttee present: Senator John L. 
McClellan, Democrat, Arkansas: Senator Sam J. Ervin, Jr., Demo- 
erat. North Carolina; Senator Frank Church, Democrat, Idaho; 
Senator Irving M. Ives, Republican, New York; Senator Barry 
Goldwater, Republican, Arizona; and Senator Carl T. Curtis, Re 
publican, Nebraska. 

Members of the professional staff present: Robert KF. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; Pierre KE, Salinger, 
staff member; and Ruth Young Watt, chief clerk. 

(At this point, the following members were present: Senators 
McClellan, Ives, Ervin, and Goldwater. 

The CHAirMAN. The hearing will be in order 

The Chair will make a brief statement regarding the next phase of 
its work. The committee now turns its attention to another specific 
phase in the continuing Inquiry we are making into racketeer and 
hoodlum infiltration into lecitimate business and union enterprises. 

In our hearings into the cangland meeting at Apalachin, N. Y., and 
the infiltration of racketeers into management and labor in the Chicago 
restaurant industry, we have already established the existence of an 
organized conspiracy to control certain management and jabor 
activities. 

Evidence press nted at the time of the Apalachin hearing confirmed 
the close ties between racketeers In New York, Cleveland, upper 
New York State, and Pennsylvania, with individuals in Detroit, 
Mich. Further testimony was to the effect that the Detroit group is 
a close-knit operation controlling illegal activities in a number ol 
different fields, including cambling and narcotics 

Now we shall inquire into whether or not Known racketeers, Or 
associates of Kru wh racketeers, have estal lished a base in tha nen 
and overall industries 1n Detroit, Mich 


Mr. Kennepy. Did you ever see an) of these people in the head- 
quarters of the new company? 

Mr. MILLER. Thev met oceasionalls n the ofhes of the huilding 
| 1 4} 
that I rented them. 


Mr. Ki NNEDY. Did you | ver sec Pete Luv avoli in there? 

\ir. Mituer. On one occasion L was asked in to meet the boys, and 
Joe Lehr took me 1, and introduced nie Jommarito, Licavoh, and 
Angelo Meli wert there at the time. Of course, 1 was hustled in and 
‘ntroduced to them and hustled right out agai 

Mr. Kennepy. Was Mr Angelo Meli in there on other occasions - 

\ir. MILLER. Several time: 

Mr. Kexnepy. You saw him anu ber of times? 

Mr. Miuuer. lt seemed every time thev were ready to take ovel 


1 


a big stop, he would be in there meeting with them, I assume laying 





out some sort 01 strategy. 
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(At this point, Senator Ives withdrew from the hearing room.) 
Mr. Kennepy. Why would these people be able to take over stops 
and get business for this new company: 


Mr. Minier. Well, I imagine with their underworld background, 
that a lot of small-business men and gas stations and garages would 
be afraid to give them an argument. <A lot of people like to live on. 

* K * * * * * 


Mr. Mriuiter. That is right. I understood it was a direct payoff. 

(At this point, Senator Goldwater withdrew from the hearing room.) 

Mr. Kennepy. Mr. Chairman, we will have a good deal more 
testimony on this matter next week, starting early in the week, as 
to the recipient of the money. That is all for now 

The CuarrMan. Have you any questions, Senator Ervin? 

Senator Ervin. | have no questions. 

The CuairMan. Thank you very much, Mr. Miller. 

Call the next witness. 

Mr. Kennepy. Mr. Peter Licavoli. 

The CHarrmMan. Mr. Lieavoli, come around, please. 

Do we have any information about him? 

Does anyone present, anyone on the staff or anyone in the audience, 
the press, or anyone else, have any information about Mr. Peter 
Licavoli, of Detroit, Mich.? 

Mr. Kennepy. Mr. Chairman, we had a conversation with his 
attorney and also sent him a telegram. The telegram was returned 
with the notation that the addressee had refused to accept the tele- 
gram. We notified his attorney that he should be here and be pre- 
pared to testify, and the attorney stated at that time that as Mr. 
Licavoli was served at a time while he was in Detroit, Mich., while he 
was awaiting sentence, that he doubted if Mr. Licavoli was going to 
appear before the committee. He was notified at that time that that 
was no reason for his not appearing, and that he should be here. 

He is being called at this time. 

The CuarrMan. The Chair has before him the official subpena 
served on Mr. Licavoli; eaeiinn to the return on it, it was served 
In Detroit, Mich., in the mehth on lobby of the Federal Building, 
at 10:42 a. m. on the 28th day of July. It was served, according to 
the return, by Edward M. Jones. This subpena will be printed in the 
record at this point 

Unless Mr. Licavoli appears during the day I will ask counsel t 
make a further statement for the record, if he does not appear sito 
the day, as to further contacts or contacts you had with his counsel 
and so forth. 

Then the committee staff will be instructed to immediately prepare 
contempt action so that the committee may process it promptly. 


UNirep STares oF AMERI 


CONGRESS OF THE UNITED STATES 


To Prerrer Licavout, Detroit, Mich., Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear 


before the Senate Select Committee on Improper Activities in the 
Labor or Management Field of the Senate of the United States, 
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forthwith, at their committee room 101, Senate Office Building, 
Washington, D. C., then and there to testify what you may know 
relative to the subject matters under consideration by said committee. 

Hereof fail not, as you will answer your default under the pains and 
penalties in such cases made and provided. 

To to serve and return. 

' Given under my hand, by order of the committee, this 25th day of 
July in the year of our Lord one thousand nine hundred and fifty-eight. 
(Signed) Joun L. McCue ian, 
Chairman, Senate Select Committee on Improper Activities in 
the Labor or Manage ment Field. 

It is requested that vou telephonically contact Mr. Robert F. 
Kenned) at Washingto 1, D. C., Capitol 4-3121, extension 4848, for 
further instructions. 

Ji LY 28, 1958. 

I made service of the within subpena by personal service the within- 
named Peter Licavoli at Detroit, Mich. (eighth floor lobby, Federal 
Building), at 10:45 a. m., on the 28th day of July 1958. 


(Siened) Epwarp M. Jongs. 


oe: 
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85TH CONGRESS SENATE REPORT 
2d Session No. 2269 


PROCEEDINGS AGAINST JACK CERONE FOR CONTEMPT 
OF THE SENATE 


AvuGust 8, 1958.—Ordered to be printed 


Mr. McCie.ian, from the Senate Select Committee on De ip 


Bed, ABE LY 


Activities in the Labor or Management Field, subm 
following 


REPORT 


[To accompany S. Res. 365] MAIN 
REANING RCOM 
The Senate Select Committee on Improper Activties in the Labor 
or Management Field, created and authorized by Senate Resolution 
74 agreed to January 30, 1957, as amended by Senate Resolution 88 
agreed to February 7, 1957, of the 85th Congress, 1st session, and 
further extended and authorized by Senate Resolution 221 agreed to 
January 29, 1958 of the 85th Congress, 2d session; and under the rules 
of proc edure adopted by the committee on Febraury 5, 1957, and under 
the Standing Rules of the Senate, caused: to be issued a subpena to 
Jack Cerone, which was duly aieindd on him on July 7, 1958. Said 
subpena directed Jack Cerone to appear forthwith ‘before the com- 
mittee at their committee room, Senate Office Building, Washington, 
D. C., and then and there to testify relative to the subject matter 
under consideration by the said Senate Select Committee on Improper 
Activities in the Labor or Management Field. 
The subpena served upon the said Jack Cerone is set forth as 
follows: 


UNrrep STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Jack Crrone, 2000 West 77th Avenue, Elmwood Park, 
Til... Gree ting: 

Pursuant to lawful authority, you are hereby commanded 
to appear before the Senate Select Committee on Improper 
Activities in the Labor or Management Field of the Senate 
of the United States, forthwith, at their committee room, 
101 Senate Office Building, Washington, D. C., then and there 


20008 5S 
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to testify what you may know relative to the subject matters 
under consider: ation by said committee. 

Hereof fail not, as you will answer your default under 
the pains and penalties in such cases made and provided. 

ee to serve and return. 

Given under my hand, by order of the committee, this 6th 
day of July, in ‘the year of our Lord one thousand nine 
hundred and fifty-e ight. 

(Signed) Jonn L. McCetian, 
Chairman. Senate Select Committee on Imprope } 
Activities in the Labor or Management Five ld. 
Juuy ¢, 1958. 

I made service of the within subpena by left at residence 
the within-named Jack Cerone, at 2000 N. 77th St., Elmwood 
Park, IIL. at 9:20 o’clock a. m., on the 7th day of July, 1958. 

(Signed) James P. Ketry. 


Jack Cerone appeared and testified before the committee pursuant 
to the aforementioned subpena, at hearings held July 11, 1958, in 
Washington, D. C. 

The said Jack Cerone, having appeared as a witness and having 
been asked certain questions, which questions were pertinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 11, 1958, which record is m: ade a part hereof. 
Excerpts of this testimony and relevant documents are annexed hereto 
and designated as “Exhibit 1.’ 

The committee was conducting hearings relative to gangster infiltra- 
tion into labor organizations in the Chicago, IIl., area. The chair- 
man has stated in public sessions of the committee: 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth amendment 
privilege, when a citizen of this country takes a position that 
he can’t acknowledge that fact without the possibility of be- 
ing incriminated or cannot tell the date or the place of his 
birth, if he was born in this country, without possible self- 
incrimination. 


Jack Cerone was asked questions concerning his citizenship. He 
refused to answer on the ground that the answers might tend to in- 
criminate him. 

It is the committee’s contention that the constitutional privilege to 
refuse to answer should be made in good faith. The witness re- 
peatedly refused to state, under oath, ‘whether he honestly believed 
that a truthful answer would tend to incriminate him. 

The legitimate legislative purpose behind such questions is clear. 
The chairman, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage- 
ment associations, stated : 


We are trying to determine whether that infiltration is by 
citizens who owe an obligation to this country of if it is by 
people in some instances who are not citizens of this country 
who are taking advantage of their presence here to engage in 
improper practices and even criminal acts to exploit. the 





wr 
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American citizen and to prey upon innocent people in this 
country. 


Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be allevi- 
ated. If it develops that they are being engaged in, in the 
main, by people who are not citizens of the United St tates, one 
of the ways to correct the situation is to tighten up the de- 
portation proceedings and to expedite them. Soa question is 
most pertinent and most relative which directs itself to the 
question of whether or not the man on the witness stand is a 
citizen of the United States, and, as such, entitled to live here, 
and regardless of any crimes he may commit. If he is not a 
citizen of the United States, he is subject to deportation if 
he is involved in criminal activ ities. 


Senator Curtis in discussing the legislative purposes on questions 
concerning citizenship stated: 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to con- 
sider the question of ‘whether or not they should, by law , pro- 
vide that union officers and agents must be citizens. Any in- 
formation that we can prov ide in these he: arings on that serves 
a definite legislative purpose, and is very much pertinent to 
our inquiry, and would in no way incriminate the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was thus prevented from re- 
ceiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requir- 
ing the United States attorney for the District of Columbia to proceed 
against the said Jack Cerone in the manner and form prescribed by 
law. 


Exuteir 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


Untirep Srates SENATE, 
SELECT COMMITTEE ON ImMprROPER ACTIVITIES 
IN THE Lapor oR MANAGEMENT FYELD, 
Washington, D. C., Friday, July 11,1958. 

The select committee met at 10 a. m., pursuant to Senate Resolution 
74, agreed to January 30, 1957, in the caucus room, United States 
Senate, Senator John L. McClellan (chairman of the select committee) 
presiding. 
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Members of the select committee present: Senator John L. Me- 
Clellan, Democrat, Arkansas; Senator John F. Kennedy, Democrat, 
Massachusetts; Senator Sam J. Ervin, Jr., Democrat, North Caro- 
lina; Senator Barry Goldwater, Republican, Arizona; Senator Karl E. 
Mundt, Republican, South Dakota; and Senator Carl T. Curtis, Re- 
publican, Nebraska. 

Members of the professional staff present: Robert F. eet 
chief counsel; John J. McGovern, assistant counsel; LaVern J . Duffy, 
investigator; James P. Kelly, investigator; James Mundie, investi- 
gator; and Ruth Young Watt, chief clerk. 

The Cuarrman. The committee will be in order. 

(Members of the committee present at the convening of the session 
were : Senators MeClellan and Ervin.) 

The CHamman. Before we proceed with the next witness, the 
Chair will announce that we have information that both in Detroit 
and in Chicago efforts are being made to intimidate witnesses or some 
of the witnesses that are under subpena to came before this committee 
and testify. The committee has requested, and the FBI has promptly 
responded, an investigation to get on these cases immediately. 

I have heretofore said, and I repeat that in my judgment any such 
act or any attempt to intimidate, coerce, or threaten a witness under 
subpena by this committee is an act in contempt of the a States 
Senate. If we can apprehend those who are guilty of it, we will deal 
with them in that fashion. 

I think also they would be guilty of an attempt or conspiracy to 
obstruct justice and to obstruct due process of the Senate. I am hope- 
ful the FBI will be successful in p siti those who may be en- 
gaged in such activity and that we will be able to bring them to 
justice and that they will receive proper punishment for their offense. 

All right; is there anything further / 

* - i * . * . 


AFTERNOON SESSION 


(At the reconvening of the session, the following members were 
present: Senators McClellan, Goldwater, and Curtis.) 

The Cuarrman. The committee will come to order. Call the next 
witness, Mr. Kennedy. 

Mr. Kennepy. Mr. Chairman, could I call a number of these wit- 
nesses together so that we can move along more quickly / 

The Cuarrman. Very well. 

Mr. Kennepy. Mr. Ross Prio, Mr. Joey Caesar DiVarco, and Mr. 
Jackie Cerone. 

The Cuamman. Will the witneses come forward, please,? Each 
of you stand and be sworn, Do you and each of you solemnly swear 
the evidence you shall give before this Senate select committee shall 
be the truth, the whole truth, and nothing but the truth, so help you 
God # 

Mr. Prio. I do. 

Mr. Cerone. I do. 

Mr. DrVarco. Ido. 
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TESTIMONY OF JACK CERONE, ELMWOOD PARK, ILL.; ROSS PRIO, 
GLENVIEW, ILL.; AND JOSEPH DiVARCO, LINCOLNWOOD, ILL.; 
ACCOMPANIED BY H. C. AULT, MR. DiVARCO’S COUNSEL 


The Cuamman. Beginning on my left, will you state your name, 
your place of residence, and your business or profession, please ? 

Mr. DiVarco, Joseph DiVareo, 4275 Jarvis Avenue, Lincolnwood, 
Il. 

The Ciaran. Will you state your business or profession ? 

Mr. DiVarco. I decline to answer that question because it may 
tend to incriminate me, 

The Cuatrman. Do you have counsel present representing you ? 

Mr. Auur. Yes, sir. 

The Cuarrman. All right, counsel, identify yourself. 

Mr. Auur. My name is H. Clifford Ault, 401 Third Street NW., 
Washington, D.C. Iam a member of the bar of Washington, D. C. 
Iam re prese nting Mr. DiVarco. 

The CHarrMan, a you represent the others ¢ 

Mr. Aux. No, sir; Ido not. 

The Cuarrman. The one in the center, will you give us your name, 
your address and—— 

Mr. Cerone. Jack Cerone, 2000 North 77th Avenue, Elmwood Park, 
Til. 

The Cuarrman. What is your business or occupation 4 

Mr. Cerrone. I decline to answer on the grounds it may tend to in- 
criminate me. 

The Cramman. Do you have counsel 

Mr. Cerrone. No, sir. 

The Cuairman. You waive counsel ¢ 

Mr. Cerone. Yes, sir. 

The Cuatrman. All right, the one on my right, what is your name? 

Mr. Prio. Ross Prio, 1721 Sunset. Ridge, Glenview, Il. 

The CHatrMan. And what is your business or occupation ? 

Mr. Prio. I decline to answer on the grounds that it may tend to 
incriminate me. 

The Cratrman. This last witness on my right, I ask you the ques- 
tion: Do you honestly believe that if you gave a truthful answer to the 
question: “What is your business or occupation ? ’ that a truthful an- 
swer thereto might tend to incriminate you? 

Mr. Prio. I decline to answer on the grounds that the answer may 
tend to incriminate me. 

The CuarrMan. The Chair, with the approval of the committee, or- 
ders and directs the witness to answer the question: Do you solemnly 
believe that if you gave a truthful answer to the question : “What is 
your business or occupation?” that a truthful answer thereto might 
tend to incriminate you ? 

Mr. Prio. I decline to answer that on the grounds that my answer 
may tend to incriminate me. 

The Cuairnman. The order and direction of the Chair stands. The 
witness in the center—what is your name ? 

Mr. Cerone. Jack Cerone. 

The Cuatrman. Cerone? Did you give us your business or occu- 
pation? 
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Mr. Cerone. I decline to answer on the grounds it may tend to in- 
criminate me. 

The Cuarrman. Do you honestly believe that if you gave a truthful 
answer to the question “What is your business or oc cupation ?” that a 
truthful answer might tend to incriminate you ? 

Mr. Cerone. I decline to answer. 

The Cuarmman. The Chair, with the approval of the committee, or- 
ders and directs the witness to answer the question. 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The Cuatrman. You understand the question. It is: Do you honest- 
ly believe that if you gave a truthful answer to the question “What is 
your business or ‘occupation 2” that a truthful answer thereto might 
tend to incriminate you ? 

Mr. Cerone. I invoke the fifth amendment. 

The Cuarrman. You understand the question, do you? 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

The Cuatrman. The order and direction to this witness to answer 
the question stands. 

The witness DiVarco, on my left, did you give us your business or 
occupation ? 

Mr. DrVarco. I decline to answer the question as it may tend to 
incriminate me. 

The CHatrman. Do you honestly believe that if you gave a truth- 
ful answer to the question “What is your business or occupation ?” 
that a truthful answer thereto might tend to incriminate you 

Mr. DrVarco. I decline to answer that question. 

The Cuatrman. With the approval of the committee, the Chair 
orders and directs you to answer the question. 

Mr. DrVarco. I invoke the fifth amendment and decline to answer 
that question. 

The Cuatrman. The order stands, the order and direction of the 
Chair stands. 

You are still under orders and direction to answer the question 
that if you gave a truthful answer to the question “What is your busi- 
ness or occupation?” that a truthful answer thereto might tend to in- 
criminate you. 

Mr. DiVarco. I decline to answer that question, because any answer 
may tend to incriminate me. 

The Cuatrman. I will continue with you. Are you a citizen of the 
United States ? 

Mr. DrVarco. I decline to answer the question. 

The Cuarrman. Where do you live? 

Mr. DrVarco. I decline to answer that question. 

The Cuarrman. When were you born ? 

Mr. DrVarco. I decline to answer that question, too, sir. 

The Cuarrman. Where were you born ? 

Mr. DrVarco. I decline to answer that question, too. 

The Cuatrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the questions: Where were you 
born, when were you born, are you a citizen of the United States? 

Mr. DrVarco. I decline to answer that question because any answer 
may tend to incriminate me. 
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The Cuairman. The order and direction of the Chair stands for 
you to alswer t hose questions. 

Mr. DiVarco. I decline to answer those questions, sir. 

The Cuatrman. [ask you the question: Do you honestly believe that 
if you gave a truthful answer to the questions of: Where were you 
born, when were you born, are you a citizen of the United States, that 
a truthful answer to any or either of these questions might tend to 
inincriminate you 

Mr. DiVarco. I decline to answer that question, sir. 

The Cuamman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. DrVarco. I decline to answer that question because any answer 
may tend to incriminate me. 

The Cuarrman. I ask the witness Cerone 

Mr. Cerone. That is correct, Senator. 

The CrarrMan. Task you: Where were you born ? 

Mr. Cerone. I decline to answer on the grounds that it may tend 
to incriminate me. 

The ¢ pan .N. When were you born? 

Mr. Crrone. I honestly believe that the answer may tend to in- 
crimin: te me, 

The Cramman. Are you a citizen of the United States ? 

Mr. Cerone. I decline to answer. 

The Cuamman. The Chair, with the approval of the committee, or- 
ders and directs the witness to answer the questions: When were you 
born? Where were you born? And are you a citizen of the United 
States / 

Mr. Cerone. I decline to answer. 

The Citairman. Do you honestly believe that if you gave a truth 
ful answer to the questions: When were you born, where were you 
born, and are you a citizen of the United States, that a truthful answer 
to any or either y these questions might tend to incriminate you? 

Mr. Cerone. I decline to answer on the grounds it may tend to in- 
criminate me. 

The Cuairman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerone. I invoke the fifth amendment. 

The Cuarrman. The witness on my right, the order and direction 
of the Chair stands throughout the procee dings, throughout the period 
that you are on the witness stand. The witness on my right, Mr. 
Prio— 

Mr. Prio. That is correct. 

The CuairmMan. That is correct? Where were you born ? 

Mr. Prio. I decline to answer the question because my answer may 
tend to incriminate me. 

The CHarrman. When were you born / 

Mr. Prio. I decline to answer that question. 

The CHatrman. Are you a citizen of the United States? 

Mr. Prio. I decline to answer that question. 

The Cuatmrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the questions: When were you 
born? Where were you born? And are you a citizen of the United 
States? 

Mr. Prio. I decline to answer that question. 





is that correct ? 
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The Cuatrman. Do you honestly believe that if you gave a truthful 
answer to the questions of when were you born, where were you born, 
and are you a citizen of the United States, that a truthful answer to 
any or either of those questions might te nd to incriminate you! 

Mr. Prio. I decline to answer that question, 

The Chatman, With the approval of the oudaanitten: the Chair 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question on the ground that my 
answer may tend to incriminate me. 

The Cuamman. The order and direction of the Chair will stand 
and remain in force during the period that you are on the witness 
stand. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. Mr. Prio, according to the information that we have 
that was developed under oath before the committee yesterday, you 
had a very prominent role in the setting up of these syndicate- 
sponsored trade associations in Chicago in 1952 and 1953. Could you 
tell us about what you did in connection with that? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. On what grounds / 

Mr. Prio. On the grounds that my answer may tend to incriminate 
me. 

Mr. Kennepy. And that you were associated in that venture with 
James Weinberg and Paul “Needlenose” Labriola ? 

Mr. Prio. I decline to answer that question, sir, 

Mr. Kennepy. On what grounds? 

Mr. Prio, On the grounds that iny answer may tend to incriminate 
me, 

Mr. Kennepy. It was explained that the man in charge of the whole 
operation was “Golfbag” Hunt. Above him was Tony Accardo, but 
that “Golfbag” Hunt was the one that was immediately in charge, but 
that you had an important role in what is called the one section of 
Chicago. 

Could you tell us what you were going to do in that section of 
Chicago in connection with this ? 

Mr. Prio. I decline to answer that question, sir. 

The Cuairrman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question, sir, on the grounds 
that my answer may tend to incriminate me. 

The Cuarrman. Proceed. 

Mr. Kennepy. We understand that you are probably one of the 
most important figures in Chicago as far as bookmaking is concerned, 
but that you operate chiefly out of the north side of Chicago. 

Is that right, Mr. Prio? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And that another man that was going to work with 
mu was Joey Caesar; is that right ? 

Mr. Prro. I decline to answer that question, sir. 

Mr. Kennepy. Do you know Joey Caesar ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Is that Joey Caesar, that is sitting on your right 
there / 


“ 
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Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Would you mind looking and seeing if you can 
identify him? Not that individual, but the one sitting next to him. 
Do you recognize him ? 

Mr. Prio. I decline to answer that question, sir. 

The CuHarrMan. You are ordered and directed to answer the ques- 
tion. 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Caesar, you are also known as Mr. Caesar, are 
you? 

Mr. DiVarco? 

(The witness conferred with his counsel. ) 

Mr. Kennepy. Are you also known as Mr. Caesar? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Mr. DiVarco, would you, or Mr. Caesar, would you 
look up and tell me whether you know Mr. Prio? 

Mr. DrVarco. I decline to answer that question. 

The CuarrmMan. You are ordered and directed to answer the ques- 
tion, with the approval of the committee: 

Mr. DrVarco. I decline to answer that question because anything 
I say might tend to incriminate me. 

The Cuamman. Proceed. 

Mr. Kennepvy. We understand the two of you were to make the 
arrangements through Tony Accardo. Is that correct? Mr. Prio? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And that you were then going to operate and con- 
trol this one section of Chicago. 

You were reported to have made a statement that you would be 
satisfied to do this as long as you could have a man right in the office, 
your own personal representative in the office, to make sure that 
everything was done honestly. Is that correct? 

Mr. Prio. I decline to answer that question, sir. 

The Cuarrman. With the approval of the committee, the Chair 
orders and directs you to answer the question. 

Mr. Prro. I decline to answer that question, sir. 

The CHarrmMan. Proceed. 

Mr. Kennepy. And that you wanted somebody there to protect 
your interests; is that correct, Mr. Prio? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Can you add anything to that, Mr. DiVarco? 

Mr. DiVarco. I decline to answer that question. 

The Cuatrman. Let the Chair order and direct the previous witness, 
the other witness, to answer that last question. With the approval of 
the committee, the Chair orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question because my answer may 
tend to incriminate me. 

The CrratrmMan. All right, proceed. 

Mr. Kennepy. It was pointed out that if this group tried to get 
started in your area, that they could not do so, Mr. Prio, unless they 
got the cle: arance of you and Caesar, and a man by the name of 
Dominick Nuecio and DeBello, is that correct ? 

Mr. Prio. I decline to answer that question, sir. 
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Mr. Kennepy. Would anybody, to get one of these kinds of opera- 
tions going, would they have to get the clearance of you? 

Mr. Prio. I decline to answer that question. 

The Cuatrman. The Chair orders and directs the witness to answer 
the question, with the approval of the committee. 

Mr. Prio. I decline to answer that question, sir. 

The Cuatrman. All right, proceed. 

Mr. Kennepy. There are 3, what are called the 3 Doms that operate 
in Chicago, are there not, 1 is Dominick Nuccio and 1 is Dominick 
DeBello. That is2 out of the 3 Doms, is it ? 

Mr. Pro. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Prio. On the grounds my answer may tend to incriminate me. 

The Cuairman. The Chair presents to you, Mr. Prio, a photograph 
which has 2 exposures on it of 8 men without hats and the other 
exposure appears to be the same 3 men with hats on. I pass this 
picture to you and ask you to examine it and see if you identify any of 
the three men in the picture. 

(The photograph was handed to the witness. ) 

Mr. Prio. I decline to answer the question. 

The CHatrmMan. You have examined the picture ? 

Mr. Prio. Yes. 

The CuHarrman. And you decline to answer the question ? 

Mr. Prio. That is right. 

The Cuamman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer the question on the grounds that my 
answer may tend to incriminate me. 

The Cuatrman. Do you see your own picture there? 

Mr. Prio. I decline to answer that question, sir. 

The CuHarrman. Would your own picture, do you think, tend to in- 
criminate you ¢ 

Mr. Prio. I decline to answer that question, sir. 

The Cuairman. There is nothing about your picture to be ashamed 
of or afraid of, is there? 

Mr. Prio. I decline to answer that question, sir 

The Cuamman. Are you married ¢ 

Mr. Prio. I decline to answer that question. 

The CuarrMan. You are ordered and directed to answer the ques- 
tion, with the approval of the committee. 

Mr. Prio. I decline to answer that question on the grounds it may 
tend to incriminate me. 

The Crtarmman. Do you mean the fact that you are married might 
tend to incriminate you / 

Mr. Prio. I decline to answer that question. 

The Cuarrman. I don’t know that it would ever, that it ever 1n- 
eriminated anybody to either be married or not married. That is a 
kind of new wrinkie, isn’t it / 

Mr. Pro. [decline to answer that question, sir. 

The Crarrman. You wouldn't say it was an old wrinkle, would 


you 
Mr. Pro. I decline to answer that question, sir. 
The Chairman. Have you got any children / 
Mr. Prio. I decline to answer that question. 
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The Cuairman. I meant, of course, legitimate children. 

Mr. Prio. I decline to answer that question. 

The Cuarrman, Is there something about your situaiion, domestic 
situation, that you think that to admit that you were married or that 
you have children might tend to incriminate you ? 

Mr. Prio. I have to decline to answer that question, sir. 

The CHarrman. Do you honestly believe that if you answered the 
question truthfully, that you are married or that you are not married, 
or that you have children or that you do not have children, that a 
truthful answer to those questions, or either of them, might tend to 
incriminate you ? 

Mr. Prio. I refuse to answer that question on the same grounds. 

The CuHairman. Well, with the approval of the committee, the Chair 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question. 

Senator Curtis. Mr. Chairman? 

The Cuatrman. Senator Curtis? 


Senator Curtis. I would like to ask the same witness a question. 


Have you had any experience getting other people to talk when you 
wanted information from them’? 


Mr. Prio. I decline to answer that question, siz 

Senator Curris. On what grounds ? 

Mr. Prio. On the grounds it may tend to incriminate me. 

Senator Curtis. You have had no experience whatever having ob- 
served : attempts to get people to talk? 

Mr. Prio. I decline to answer that question, sir. 

Senator Curtis. On what grounds ? 

Mr. Prio. On the grounds it may tend to incriminate me. 

Senator Curtis. That is all. 

The Cruarrman. Mr. Cerone, are you married ? 

Mr. Cerone. [invoke the fifth amendment. 

(At this point, Senator Ervin entered the hearing room.) 

The Cuairman. Against whom, your wife or the committee ¢ 

Mr. Cerrone. I decline to answer on the grounds it may tend to in- 
criminate me. 

The CuatrmMan. Do you have children ? 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

The Crarrman. You wouldn’t tell us where you were born, when 
you were born, whether you are an American citizen, if you are mar- 
ried, or if youhave children. Is that correct ? 

Mr. Crrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The Cuamman. The Chair orders, with the approval of the com- 

\ittee the Chair orders, and directs you to answer the question of 
whether you are married or if you have children. 

Mr. Crronr. I decline to answer on the grounds it may tend to 
incriminate me. 

The Cramman. The order and direction of the Chair will stand 
throughout the period of your examination on the witness stand. 

Mr. DiVareo, are you married ¢ 

Mr. DiVarco. I decline to answer that question. 

The CratemMan. Do vou have children ? 

Mr. DiVarco. I decline to answer that question. 
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The Cuarrman. With the permission of the committee, and the 
approval of the committee, the Chair orders and directs you to answer 
the question: Are youmarried? Do you have children ? 

Mr. DiVaxco. I decline to answer that question. 

The Cuarmman. The order and direction of the Chair will stand 
throughout the period of your testifying before this committee. 

All right, Mr. Counsel. 

Mr. Aur. Mr. Chairman, may I address you ? 

Mr. CuarrmMan. Yes, sir. 

Mr. Autt. May the record show that each time this witness de- 
clines to answer it is because of his privilege under the fifth amend- 
ment. He doesn’t answer because it might tend to incriminate him. 
He leaves those words out and that is what he means to say, sir. 

The Cuarrman. Well, I think we better just add here to the proper 
procedure. This committee is going to have to take some action, in 
my judgment, on some of these cases, and I don’t want to do anything 
that would waive the proper activities of the committee, its proper 
function. 

I believe we will just proceed according to all legal standards. All 
right, Mr. Ixennedy, proceed. 

Mr. Kennepy. Mr. Prio? 

The CuarrMan. The photograph that I showed Mr. Prio that he 
stated he examined, let it be made exhibit No. 26. 

(The document referred to was marked “Exhibit No. 26” for 
reference.) 

The Cuarmman. Proceed. 

Mr. Kennepy. Mr. Prio, the information we have regarding your 
background is that from 1933 to 1936 you were in the dairy business. 
Is that right ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And in 1936 you were in the Blue Ribbon Dairy Co., 
with Marcus Lipsky ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. He is one of the well-known hoodlums in Chicago. 

In 1938 you were arrested for burning down one of your competi- 
tors in the dairy business? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. You were acquitted for that, were you not? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And then you organized, in 1939, the L. & P. Milk 
Co.? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Then you were in this venture with Marcus Lipsky 
also, is that right ? 

Mr. Prio. I decline to answer that question. 

The Cuamman. The Chair, with the approval of the committee, 
orders and directs the witness to answer these questions. 

Mr. Prio. I decline to answer that question on the grounds that my 
answer may tend to incriminate me. 

The Carman. In 1940 you went into the parking lot and gas 
station business on South Franklin Street ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And also owned another parking lot at 134 North 
LaSalle Street, is that right ? 
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Mr. Prio. I decline to answer that question, sir, 

Mr. one py. Then you went back into the dairy business in 1943 ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And in that year, your partner was murdered in a 
barbershop, is that right? 

Mr. Prio. I decline to answer that question, sir, 

Mr. Kennepy. What kind of business were you doing besides the 
dairy business during this period of time 4 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Why was your partner murdered in a barbershop ? 

Mr. Prio. I decline to answer that question, 

Mr. Kennepy. Then you had another parking company in 1946. 
In 1952 you went into the oil business, is that right ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. In 1954 you went into the real estate business in the 
Lincolnwood area of Ilinois? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. In 1954 you were also seen very often in the com- 
pany of Joseph DiVarco, who is also known as Joey Caesar, is that 
right ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. You used to meet during this period of time at Al- 
gour’s Restaurant ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Could you tell us anything about Algour’s Res- 
taurant ¢ 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. I suppose you noted tm at Algour’s Restaurant was 
burned down during the last few months‘ 

Mr. Prio. I decline to answer that Satbiit 

Mr. Kennepy. It wasa million dollar fire, was it not 4 

Mr. Prio. IT decline to answer that question. 

Mr. Kennepy. Can you give us any explanation about the two 
arsonists that came into that restaurant and set it afire, and held the 
people at gunfire and then set it afire? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Cerone, can you give us any information on 
that ? 

Mr. Cerone. I decline to answer on the grounds it may tend to in- 
criminate me. 

Mr. Kennepy. Mr. DiVarco, can you give us any information on 
that ? 

Mr. Cerone. I decline to answer that question. 

Mr. Kennepy. On what ground ? 

Mr. Cerone. On the ground it may incriminate me. 

Mr. Kennepy. You have been associated with Louis Campagna, 
Frankie Diamond, is that correct ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Krennepy. According to information that we have, you con- 
tacted Cherrynose Gioe and Frankie Diamond at Ciro’s Restaurant, 
18 North Wabash Avenue in 1954, is that right ? 

Mr. Pro. I decline to answer that question. 
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Mr. Kennepy. And Cherrynose was working with this restaurant, 
and was told to go along with a mob directive that he lay off all slot 
and pinball operations in the county, is that right? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And he refused to do so. He left the meeting and 
a short time afterward was shot to death ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Could you tell us anything about the death of 
Cherrynose ¢ 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And within a short time, Frankie Diamond was 
also killed ¢ 

Mr. Prio. I decline to answer that question. 

The Cuarrman. Are you a gunman / 

Mr. Prio. I didn’t hear the question. 

The Cuarman. Are you a gunman / 

Mr. Prio. I decline to answer that question sir. 

Mr. Kennepy. We have information that you are also associated 
with Cowboy Mirro, and, of course, Paul Labriola. 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. They were involved in this trade association. Is that 
correct ¢ 

Mr. Prio. I decline to answer that question. 

Mr. Krennepy. Mr. DiVarco, according to our information, you are 
also known as Joey Caesar and also Bill Caesar, is that right / 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. And you were also connected with these trade asso 
ciations that were formed in 1952-53 by Weinberg and Needlenose 
Labriola ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. And that had Mr. Greenfield as their attorney. Did 
you know Mr. Greenfield ¢ 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. We also have information that you are an asso- 
ciate of Tony Accardo. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. And that you were one of those individuals from 
whom they had to get clearance in order to operate in Chicago. 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. And it was the fact that clearance was not obtained 
through you and some of your associates that the trade associations 
broke down, is that right, Mr. Caesar ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. According to the information we have, you started 
out as a counterfeiter back in 1936, is that right ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. You were arrested and served 1 year in the Michi- 
gan Federal detention farm. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Then you were working for the three Doms, Dom- 
inick Nuccio, Dominick DiBello, and Dominick Brancato, in the late 
1940's, is that right ? 

Mr. DrVarco. I decline to answer tliat question. 
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Mr. Kennepy. And you were very close to Laurence Mangano, who 
was murdered in gangland style, is that right ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Mangano was Paul Labriola’s stepfather, was he 
not ¢ 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. You were an important figure in the gambling on 
the north side of Chicago ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. The Chair is going to order the witness to answer 
these questions with the approval of the committee. 

Mr. DiVarco. I decline to answer that question because my answer 
may tend to incriminate me. 

Mr. Kennepy. And you achieved a position of power there in 1949 
on the order of Tony Goebels and Paul “The Waiter” Ricca? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Do you have any interest in any of the restaurants in 
Chicago ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Did you have any interest in the C. & B. Meat Co. 
at 1186 West Randolph Street, Chicago ? 

Mr. DrVarco. I decline to answer that question. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. DrVarco. I decline to answer that question, sir. 

Mr. Kennepy. Isn’t it a fact that you could have an interest in that 
meat supply company, and that that company supplies a good number 
of the restaurants and night clubs in the Chicago area ? 

Mr. DiVarco. I decline to answer that question. 

The Cuatrman. With the approval of the committee, the Chair 
orders and directs the witness to answer the question. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. And isn’t it correct that your associate in that com- 
pany is Carlo Coleanni, who is a business agent for the Barbers’ 
Union in Chicago? 

Mr. DiVaxco. I decline to answer that question, sir. 

Mr. Kennepy. Could you tell us why you got into that 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Is that. how shakedowns are received, through the 
sale of the meat to these restaurants and nightclubs in Chicago? 

Mr. DrVarco. I decline to answer that question, sir. 

Mr. Kennepy. And according 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. According to information that we also have, you 
were connected with the Valentino’s Restaurant at 16 East Ohio 
Street, Chicago. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. That restaurant closed down very recently. Is that 
right? 

“Mr. DrVarco. I decline to answer that question, sir. 
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Mr. Kennepy. Mr. Cerone, we also understand that you were con 
nected with the trade association that was to work with unions that 
was formed in 1952 and 1953. Is that correct 4 

Mr. Cerone. I decline to answer on the grounds it may tend 
incriminate me. 

Mr. Kennepy. Are youalso known as Skip py. Mr. Cerone ? 

Mr. Cerone. I decline to answer that on the ground it may tend 
to incriminate me. 

Mr. Kennepy. Is your brother known as Skippy / 

Mr. Cerrone. I decline to answer. 

Mr. Kennepy. We understand that you are the former chauffeur 
and the bodyguard for Tony Accardo; is that right ? 

Mr. Cerone. | decline to answer. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerone. I invoke the fifth amendment. 

The Cuairman. Proceed. 

Mr. Kennepy. We understand you were present at the July 4 lawn 
parties in 1954 and 1955 for Tony Accardo; is that right ? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. Could you tell us why John Lardino, of Local 593, 
came to those parties ? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. And Maurice Timpanaro, who is secretary-treasurer 
of Local 88 of the Cooks Union was at the 1954 party ? 

Mr. Cerrone. I invoke the fifth amendment. 

Mr. Kennepy. Why do these union officials go to these parties? 

Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. Also Joey Glimco, of course, of Local 777 of the 
Teamsters was present, was he not? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. He has been very close to all you people, has he 
not‘ 

You are very close friends with Joey Glimco? 

Mr. Cerrone. I invoke the fifth amendment. 

Mr. Kennepy. Then in 1955, Louis Nadia, secretary-treasurer of 
Local 450, was at Accardo’s home at the same time you were there, on 
the 4th of July party; is that correct ? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. What about the 1958 4th of July party, Mr. Cerone? 
Can you tell us about that ? 

Mr. Cerrone. I invoke the fifth amendment. 

Mr. Kennepy. Is it true that the 4th of July party in 1958 was not 
held at Mr. Accardo’s home but was held at your home ? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. We have investors that went out to your home that 
evening at 2000 North 77th Avenue, Elmwood Park, Ill., and you had 
a party the 4th of July, did you not? 

Mr. Crrone. I invoke the fifth amendment. 

Mr. Kennepy. We found Mr. Accardo’s car parked outside your 
residence. Was Mr. Accardo attending your party ? 

Mr. Cerrone. I invoke the fifth amendment. 

The Cuairman. Are you ashamed of your guests?) Are you afraid 
that the mentioning of their name might incriminate you? 
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Mr. Cerone. I honestly believe that it may tend to incriminate me. 

The CHAIRMAN. Sir/ 

Mr. Cerone. I invoke the fifth amendment. 

The Cuarrman. You said you honestly believed something. 

Mr. Cerrone. I decline to answer for I honestly believe that my an- 
swer may tend to incriminate me. 

Mr. Kennepy. I might say on April 23, 1958, Mr. Chairman, when 
we went out to try to subpena Mr. Tony Accardo at his home, we found 
Mr. Cerone’s automobile in his driveway. 

You were V isiting with him that night, Mr. Cerone? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. We also found that the automobile of John Lardino, 
administrative director of local 593, was at your home on the 4th of 
July. 

Mr. Cerrone. I invoke the fifth amendment. 

Mr. Kennepy. And Willie “Smokes” Aloisio, well-known syndicate 
gamb ' 1, was also there / 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Ky nneEpY. Anda girl friend of Rocco Fishetti was also present ¢ 

Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. And Joseph Maita; is that correct ? 

Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. He is the one that owns the pink Oldsmobile, is he 
not, that was used by Tony Accardo and Paul Ricea at Claude Maddox’ 
funeral / 

Mr. Cerone. | invoke the fifth amendment. 

Mir. Kennepy. That isthe information we have. Is it correct ? 

Mr. Cerone. I decline to answer. 

(At this point, Senator Goldwater withdrew from the hearing 
room. ) 

Mr. Kennepy. We have information that you are associated with 
the Premium Beer Sales, Inc. 

Mr. Cerone. | decline to answer. 

The Craiman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerone. Linvoke the fifth amendment. 

Mr. Kennepy. This is the organization, the company, Mr. Chair- 
man, that Mr. Accardo listed as a source of $40,000 income in 1955. 

The Cuatrman. Is that a legitimate business ? 

Mr. Cerone. Are you speaking to me, Senator ? 

The Cuarmman. Tam looking at you and speaking to you. 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. The 1956 credit report is rather interesting. It 
shows the owner to be Henry Morgan of Libertyville, Il. 

This is the one we say Mr. Accardo is connected with and Mr. Cerone 
is connected with. Yesterday when Mr. Greenfield was asked the 
name of just one tavern owner that had approached him and told him 
about the fact that he had been shaken down, the only name he could 
come up with was Mr. Henry Morgan. 

Could you explain that to us? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. None of you want to say anything? 

Do you want to say anything, Mr. Prio ? 

Mr. Prio. I decline to answer that. 
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Mr. Kennepy. How about you, Mr. Cerone? 

Mr. Cerone. I decline to answer. 

Mr. Kennepy. Mr. DiVarco? 

Mr. DrVarco. I decline to answer. 

The Cuarrman. What is it you are declining to answer ? 

Do you know ? 

Mr. Prio. I decline to answer that also. 

The CHarrMan. You decline to answer whether you know what you 
are declining to answer or not declining to answer ? 

Mr. Prio. I decline to answer that also. 

The Cuarrman. Are there any further questions ? 

Senator Curtis? 

Senator Ervin ? 

Mr. Kennepy. That is all. 

Senator Curtis. I would like to have a statement, very brief, about 
the connection of these men to unions or trade associations or man- 
agement-labor relat me at this point in the record. 

Mr. Kennepy. No. 1, the 1952-53 operation that we had testimony 
about yesterday, where sa two trade associations were being created, 
the liquor association and a restaurant association, which was to be 
backed by the syndicate, that was to use the labor unions as an en- 
forcement arm. 

It is the same matter that I mentioned this morning. These three 
individuals were to be associated with that. Their names were men- 
tioned in connection with this operation. That would be No. 1. 

Again, as I said this morning, this is an extremely important kind 
of operation, because it is similar to the kind of operations that we 
have seen in other sections of the country. 

No. 2, these individuals have all had, the three of them, close 
associations with certain union officials in the Chicago area. 

No. 1, Joey Glimco; No. 2 would be Johnny Lardino. And there 
have been others that I have mentioned here in the course of the 
record. What we are investigating is the infiltration of criminals and 
hoodlums into legitimate businesses, possibly for use as fronts, and 
into labor organizations and the perversion of labor organizations, 
which are supposed to be for the use of the employees, the workers, 
by people such as this to advance their own well-being and their own 
incomes, and without any interest whatsoever in the union members. 

Of course, it exploits the members of the union, and for the exploita- 
tion of businesses. We have found that it is a million-dollar shake- 
down going on throughout the United States, in which these men 
participate. 

The Cuarmman. Each of you will remain under your present sub- 
pena. You will be under recognizance to reappear and testify before 
the committee at such time as it may desire further t testimony from 
you, with reasonable notice of the time and place of the committee 
hearing being given to you. 

Do you ace - such recognizance ? 

Mr. Prio. I do. 

Mr. DrVarco. Yes. 

Mr. Cerone. Yes. 

The Cuarrman. You understand reasonable notice. We will send 
you a telegram to your home address. Did each of you give us your 
home address ? 
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Mr. Prio. Mine is 1721 Sunset Ridge, Glenview, Il. 

Mr. Cerone. 2000 North 77th Avenue, Elmwood Park, Tl. 

Mr. DiVarco. 4275 Jarvis. 

The Cuarrman. Is that in Ulinois? 

Mr. DrVarco. I decline to answer that question. 

The CuHamman. You decline to state whether you are in the State 
of Illinois or not ? 

(The witness conferred with his counsel.) 

The Carman. It just shows how ridiculous these people of this 
character resort to the device of the fifth amendment solely for pur- 
poses of obstructing the orderly processes of government. 

Is there anything further ¢ 

Before you leave, the Chair will give the instructions to the staff to 
prepare the necessary papers for you to be cited for contempt of the 
United States Senate. I am confident that the committee will weigh 
that carefully, and if it should propose a resolution to the Senate for 
you to be cited for contempt, I am also reasonably confident the Senate 
will act favorably on it. 

I hope that your cases, if it develops as I hope it will, I hope these 

cases, some of them at least, will go to the Supreme Court ‘of the United 
States. 

Then we can determine once and for all whether the law and order 
of this country and decent society can be undermined and destroyed 
by the tactics you folks employ. 

You are excused for the present. 

Call the next witness. 
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Mr. McCuetianx, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 


following 


REPORT 


ITo accompany S. Res, 366) 


‘The Senate Select Committee on Improper Activities in the Labor 

‘ Management Field, created and authorized by Senate Resolution 
74, agreed to Janu: ry 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221, agreed to 
January 29, 1958, of the 85th Congress, 2d session, and under the rules 
of procedure adopted by the committee on February 5, 1957, and 
under the Standing Rules of the Senate, caused to be issued a subpena 
to Ross Prio, which was duly served on him on June 1, 1958. Said 
subpena directed Ross Prio to appear forthwith before the committee 
at their committee room, Senate Office Building, Washington, D. C., 
and then and there to testify relative to the subject matter under 
consideration by the said Senate Select Committee on Improper 
Activities in the Labor or Management Field. 

The subpena served upon the said Ross Prio is set forth as follows: 


Unrrep Srares or AMERICA 
CONGRESS OF THE UNITED STATES 
To Ross Prio, Chicago, Lllinois, Greeting: 
Pursuant to lawful authority, you are hereby commanded 


to appear before the Senate Select Committee on Improper 
Activities in the Labor or Management Field of the Senate of 
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the United States, Forthwith, at their committee room, 101 
Senate Office Building, Washington, D. C., then and there 
to testify what you may know relative to the subject matters 
under consideration by said committee, and produce your 
personal records for the period January 1, 194 0) to date relat- 
ing to bank accounts (checking and savings), « leposit tickets, 
brokerage accounts, bank statements, cancelled checks, chee k 
stubs, records of securities and other assets purchased 1 and 


liquidated during period 1950 to date, correspondence file 


relating to bank accounts, saving and checking and other 
assets, and all other ee a 5. 

Hereof fail not, as you will answer your default under the 
pains and penalties in such cas ieee and provided. 

To ae — to serve and return. 


Given under my hand, by order to the committee, this 15th 
day of May, in the year of our Lord one thousand nine hun- 
dred and fifty -eight. 


(Signed) Joun L. McCretxian, 
Chairman, Ne nate Select ¢ ommttee on Lmprope vr 


Ac tivities in the Labo 0} Manaq ment ield 


JUNE 1, 1958. 
I made service of the within sub ypena by person: al se rvice 
the within-named Ross Prio, at 21 Sunset Ridge Rd., Glen- 
view, Illinois, at 2:30 o'clock — n., on the first day of June, 
1958 


(Signed) Gerratp G. Gorscn. 

Ross Prio appes ” d and testified before the committee pursuant to 
the aforementioned subpena, at hearings held July 11, 1958, in Wash- 
ington, D. C 

The Salt | Ross Pi “1 , havi Ing appe: ared ¢ a witne Ss and having been 
asked certain questions, which questions were - rtinent to the subject 
maters under in quiry, ma le answer as appea in the record of said 
hearings on July LL. 19 whic h jana’ IS nice part hereof. [ex- 
cerpts of this testimony aa relevant documents are annexed hereto 
and designated as “Exhibit 1.” 

The committee was conducting hearings relative to ga n ne infiltra- 
tion into labor organizations in the Chicago, [ll., area. The chair- 
man has stated in public sessions of the committee : 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth amendment 
privilege, when a citizen of this country takes a position that 
he can’t acknowledge that fact without the possibility of being 
incriminated or cannot tell the date or the place of his birth, 
if he was born in this country, without possible self-incrimina- 
tion. 


Ross Prio was asked questions concerning his citizenship. He re- 
fused to answer on the ground that the answers might tend to in- 
criminate him. 

It is the committee’s contention that the constituional privilege to 
refuse to answer should be made in good faith. The witness repeat- 
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edly refused to state, under oath, whether he honestly believed that a 
truthful answer would tend to incriminate him. 

the tevitimate legislative purpose behind such questions is clear. 
The chairman, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage- 
ment associations, stated: 


We are trying to determine whether that infiltration is by 
citizens who owe an obligation to this country, or if it is by 
people in some instances who are not citizens of this country 
who are taking advantage of their presence here to e ngage in 
eae r practices and even criminal acts to exploit the Amer- 

aun citizen and to prey upon innocent people in this country. 


senator Mundt cont i] ued: 


To which you could add, Mr. Chairman, that part of our 
res ponsibilits is to make suggestions to the Senate, to the 
Con OTeSS, as to how these improp er pri ictices may be alle- 
viated. If it develops that they are bei ing engaged in, in the 
main, by people who are not citizens of the United States, one 
of the ways to correct the situation is to tighten up the depor- 
tation proceedings and to expedite them. So, a question is 
most pertinent and most relative which directs itself to the 

estion of whether or not the man on the witness stand 1 

citizen of the United States, and, as such, entitled to live 
here, and regardless of any crimes he may commit. If he 
s not a citizen of the United States, he is subject to deporta- 
tion if he is involved in criminal activities. 


Senator Curtis, in discussing the legislative purposes on questions 
oncerning citizenship, stated: 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to con- 
sider the question of whether or not they should, by law, 
provide that union oflicers and agents must be citizens. Any 
information that we can provide in these hearings on that 
serves a definite legislative purpose, and is very much per- 
tinent to our inquiry, and would in no way incriminate the 
witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was, thus, prevented from re- 
ceiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and, after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requir- 
ing the United States attorney for the District of Columbia to proceed 
against the said Ross Prio in the manner and form prescribed by 
law. 
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Exutpitr 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


UNITED STATES SENATE, 
SeLecrt CoMMITTEE ON IMpROPER ACTIVITIES 
IN THE LaBor oR MANAGEMENT FIELD, 
Washington, D. C., July 11,1958. 

The select committee met at 10 a. m., pursuant to Senate Resolution 
74, agreed to January 30, 1957, in the caucus room, United States 
Senate, Senator John L. McClellan (chairman of the select commit- 
tee) presiding. 

Members of the select committe e present: Senator John L. MeClel 
lan, Democrat, Arkansas; Senator John F. Kennedy, Democrat, Mas 
sachusetts; Senator Sam J. Ervin, Jr., Democrat, North Carolina: 
Senator Barry Goldwater, Republican, Arizona; Senator Karl E. 
Mundt, Republican, South Dakota; and Senator Carl T. Curtis, 
Republican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; LaVern J. Duffy, 
investigator; James P. Kelly, investigator; James Mundie, investiga- 
tor: and Ruth Young Watt, chief clerk. 

The CuarrmMan. The committee will be in order. 

(Members of the committee present at the convening of the session 
were: Senators McClellan and Ervin.) 

The CuammMan. Before we proceed with the next witness, the Chair 
will announce that we have information that both in Detroit and in 
Chicago efforts are being made to intimidate witnesses or some of the 
witnesses that are under subpena to come before this committee and 
testify. The committee has requested and the FBI has promptly re- 
sponded, an investigation to get on these cases immediately. 

I have heretofore said, and I repeat that in my judgment any such 
act or any attempt to intimidate, coerce, or threaten a witness under 
subpena by this committee is an act in salen of the United States 
Senate. If we can apprehend those who are guilty of it, we will deal 
with them in that fashion. 

I think also they would be guilty of an attempt or conspiracy to ob- 
struct justice and to obstruct ‘due process of the Senate. Iam hopeful 
the FBI will be successful in discover ing those who m: Ly be eng: aged 
in such activity and that we will be able to bring them to justice and 
that they will receive proper punishment for their offense. 

All right, is there anything further ? 

* * * * * . * 


AFTERNOON SESSION 


(At the reconvening of the session, the following members were 
present: Senators McClellan, Goldwater, and Curtis.) 

The Ciamman. The committee will come to order. Call the next 
witness, Mr. Kennedy. 

Mr. Kennepy. Mr. Chairman, could I call a number of these wit- 
nesses together so that we can move along more quickly ? 
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The CHamrMan. Very well. 

Mr. Kennepy. Mr. Ross Prio, Mr. Joey Caesar DiVarco, and Mr. 
Jackie Cerone. 

The CuarrmMan. Will the witnesses come forward, please? Each 
of you stand and be sworn. Do you and each of you solemnly swear 
the evidence you shall give before this Senate select committee shall 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

wir. Prro. I do. 

Mr. Cerone. I do. 

Mr. DiVarco. I do. 


TESTIMONY OF JACK CERONE, ELMWOOD PARK, ILL.; ROSS PRIO, 
GLENVIEW, ILL.; AND JOSEPH DiVARCO, LINCOLNWOOD, ILL.; 
ACCOMPANIED BY H. C. AULT; MR. DiVARCO’S COUNSEL 


The CuarrMan. Beginning on my left, will you state your name, 
your place of residence, and. your business of profession, “please ? 

Mr. DrVarco. Joseph DiVarco, 4275 Jarvis Avenue, Lincoln- 
wood, Ill. 

The CuarrMan. Will you state your business or profession ? 

Mr. DrVarco. I decline to answer that question because it may 
tend to incriminate me. 

The Cuairman. Do you have counsel present representing you ? 

Mr. Aur. Yes, sir. 

The Cuamman. All right, counsel, identify yourself. 

Mr. Autr. My name is H. Clifford Ault, 401 Third Street NW., 
Washington, D, C. I am a member of the bar of Washington, D. C. 
[ am representing Mr. DiVarco. 

The Cuatrman. Do you represent the others ¢ 

Mr. Autr. No, sir, I do not. 

The Carman. The one in the center, will you give us your name, 
your address and- 

Mr. Cerrone. Jack Cerone, 2000 North 77th Avenue, Elmwood 
Park, Ill. 

The Cuamman. What is your business or occupation ¢ 

Mr. Cerone. I decline to answer on the grounds it may tend 
incriminate me. 

The CuatrMan. Do you have counsel ? 

Mr. Cerone. No, sir. 

The CHarrMan. You waive counsel ? 

Mr. Cerrone. Yes, sir. 

The Cnarrman. All right, the one on my right, what is your name ? 

Mr. Prio. Ross Prio, 1721 Sunset Ridge, “Glenview, Il. 

The Cuatrman. And what is your business or occ upation ? 

Mr. Prio. I decline to answer on the grounds that it may tend to 
incriminate me. 

The Crairman. This last witness on my right, I ask you the ques- 
tion: Do you honestly believe that if you gave a truthful answer to 
the question, what is your business or occupation, that a truthful 
answer thereto might tend to incriminate you ? 

Mr. Prio. I decline to answer on the grounds that the answer may 
tend to incriminate me. 
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The Cuamman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question: Do you honestly 
believe that if you gave a truthful answer to the question “What is your 
business or occupation ?” that a truthful answer thereto might tend to 
incriminate you ¢ 

Mr. Prio. I decline to answer that on the grounds that my answer 
may tend to incriminate me. 

The CHarrMan. The order and direction of the Chair stands. The 
witness in the center—what is your name ? 

Mr. Cerone. Jack Cerone. 

The Cuatrman. Cerone? Did you give us your business or occupa- 
tion ? 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The Cuatmrman. Do you honestly believe that if you gave a truthful 
answer to the question “What is your business or occupation?” that a 
truthful answer might tend to incriminate you? 

Mr. Cerone. I decline to answe rr. 

The Cuatmrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CHatrMan. You understand the question. It is: Do you 
honestly believe that if you gave a truthful answer to the question 
“What is your business or occupation ?” that a truthful answer thereto 
might tend to incriminate you? 

Mr. Cerone. I invoke the fifth amendment 

The Crairnman. You understand the question, do you? 

Mr. Cerone. I decline to answer on the grounds it may tend to in 
criminate me. 

The Cuamman. The order and direction to this witness to answer 
the question stands. 

The \ iILiiess Div: APCO, Ol) TiN left. did You vive lis your business or 
oceupat . , 

Mr. DV, ARCO. J decline to answe! the question as if 1LEay tend to 
inecrimin iTe hie 

The Cyaan. Do you honestly believe that if you gave a truth 
ful answer to the question “What is your bus ness or occupation 2” 
hat a truthful answer thereto might tend to ineriminate you? 

Mr. DrV are O. [ decline to answer that quest ion. 

The CHairman. With the approval of the committee, the Chair 
orders and directs vou fo answer the auestion. 

Mr. DiV arco. J invoke the fifth amendment and decline to answer 
th; at quest! on 

TI ne & HIAIRMAN. The order stands, the orde) ana clirection of the 
Chair stands 

You are still under orders and direction to answer the question that 
if you gave a truthful answer to the question “What is your business 
or occupation 2” that a truthful answer thereto might tend to in- 
criminate you. 

Mr. DrVarco. T decline to answer that question, because any answer 
may tend to incriminate me. 

The Cratrwran. T will continue with you. Are you a citizen of the 
United States? 
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Mr. DiVarco. I decline to answer the question. 

The Cuarrman. Where do you live ? 

Mr. DiVarco. I decline to answer that question. 

The Cuarrman. When were you born ? 

Mr. DiVarco. I decline to answer that question, too, sir. 

The CHatrmMan. Where were you born ? 

Mr. DiVarco. I decline to answer that question, too. 

The Cuamman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the questions: Where were 
you born, when were you born, are you a citizen of the United States ? 

Mr. DiVarco. I dec line to answer that question because any answer 
may tend to incriminate me, 

The Cuarman. The order and direction of the Chair stands for you 
to answer those questions. ' 

Mr. DiVarco, I decline to answer those questions, sir. 

The Cuatrman. I ask you the question: Do you honestly believe 
that if you gave a truthful answer to the questions of: Where were 
you born, whe nn were you born, are you a citizen of the United States, 
that a tr uthful answer to any or either of these questions might tend 
to incriminate you { 

Mr. DiVarco. I decline to answer that question, sir. 

The Cramrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. DiVarco. I decline to answer that question because any answer 
may tena to ne riminate me. 

‘The Cuairnman. Lask the witness Cerone—is that correct ? 

Mr. Cerone. ‘That is correct, Senator. 

The CuarrMan. Lask you: Where were you born ? 

Mr. Crrone. I decline to answer on the grounds that it may tend 
to incriminate me. 

The Cuamman. When were you born ¢ 

Mr. Crrone. I honestly believe that the answer may tend to in- 
criminate me. 

The Cuairman. Are youa citizen of the United States / 

Mr. Cerone. I decline to answer. 

The Cuairmman. The Chair, with the approval of the committee, or- 
ders and directs the witness to answer the questions: When were 
you born? Where were you born? And are you a citizen of the 
United States / 

Mr. Cerone. I decline to answer. 

The Cuamman. Do you honeetly believe that if you gave a truth- 
ful answer to the questions when were you born, where were you born, 
and are you a citizen of the United States, that a truthful answer to 
any or saben of these questions might tend to incriminate you? 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
ee kaos 

The Crramman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerone. I invoke the fifth amendment. 

The Cuatrrman. The witness on my right, the order and direction 
of the Chair stands throughout the proceedings, throughout the period 
that vou are on the witness stand. The witness on my right, Mr. 
Prio—— 

Mr. Prio. That is correct. 
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The Cuairman. That iscorrect? Where were you born ? 

Mr. Prio. I decline to answer the question because my answer may 
tend to incriminate me. 

The Cuairman. When were you born ? 

Mr. Prio. I decline to answer that question. 

The CuarrmMan. Are youa citizen of the United States ? 

Mr. Prio. I decline to answer that question. 

The Cuairman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the questions: When were 
you born? Where were you born? And are you a citizen of the 
United States / 

Mr. Prio. I decline to answer that question. 

The Cuarrman. Do you honestly believe that if you gave a truth- 
ful answer to the questions of when were you born, where were you 
born, and are you a citizen of the United States, that a truthful answer 
to any or ber of those questions might tend to incriminate you 4 

Mr. Prio. I decline to answer that question, sir. 

The Cuarmman. With the approval of the committee, the Chair 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question on the ground that mv 
answer may tend to incriminate me. 

The CHatrman. The order and direction of the Chair will stand 
and remain in force during the period that you are on the witness 
stand. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. Mr. Prio, according to the information that we have 
that was developed under oath before the committee yesterday, you 
had a very prominent role in the setting up of these syndicate-spon- 
sored trade associations in Chicago in 1952 and 1953. Could you 
tell us about what you did in connection with that ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. On what grounds? 

Mr. Prio. On the grounds that my answer may tend to incriminate 
me. 

Mr. Kennepy. And that vou were associated in that venture with 
James — rg and Paul Needlenose Labr ~ af 

Mr. Prio. I decline to answer that question, s 

Mr. Kennepy. On what grounds? 

Mr. Pro. On the grounds that my answer may tend to incriminate 
me. 

Mr. Kennepy. It was explained that the man in charge of the whole 
operation was Golfbag Hunt. Above him was Tony Accardo, but 
that Golfbag Hunt was the one that was immediately in charge, but 
that you had an important role in what is called the one section of 
Chicago. 

Could you tell us what you were going to do in that seetion of ° 
( hicago in connection with this 4 

Mr. Prio. I decline es aut wn ‘stion, s 

The Cuarrman. The Chair, with the ani al of the committee, 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question, sir, on the grounds 
that my answer my tend to incriminate me. 

The CHarrman. Proceed. 
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Mr. Kennepy. We understand that you are probably one of the 
most — int figures in Chicago, as far as bookmaking is con- 
cerned, but that you operate chiefly out of the North Side of ( Chicago. 
Is that a Prio? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And that another man that was going to work with 
you was Joey Caesar; is that right ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Do you know Joey Caesar ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Is that Joey Caesar that is sitting on your right 
there ¢ 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Would you mind looking and seeing if you can 
identify him? Not that individual, but the one sitting next to him. 
Do you recognize him 4 

Mr. Prio. “I decline to answer that question, sir. 

The CHarrmMan. You are ordered and directed to answer the 
question ¢ 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Caesar, you are also known as Mr. Caesar, are 
you?! 

Mr. DiVarco 4 

(The witness conferred with his counsel. ) 

Mr. Kennepy. Are you also known as Mr. Caesar ¢ 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Mr. DiVarco, would you, or Mr, Caesar, would you 
Jook up and tell me whether you know Mr. Prio? 

Mr. DiVarco. I decline to answer that question. 

The Cuarrman. You are ordered and directed to answer the ques- 
tion, with the approval of the committee. 

Mr. DrVarco. I decline to answer that question, because anything 
I say might tend to incriminate me. 

The CuHarrMan. Proceed. 

Mr. Kennepy. We understand the two of you were to make the 
arrangements through Tony Accardo. Is that correct? Mr. Prio? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And that you were then going to operate and control 
this one section of Chicago. You were reported to have made a state- 
ment that you would be satisfied to do this as long as you could have 
&’ man right in the office, your own personal representative in the 
office, to make sure that everything was done honestly. Is that 
correct ¢ 

Mr. Prio. I decline to answer that question, sir. 

The CHairmMan. With the approval of the committee, the Chair 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question, sir. 

The CuarrmMan. Proceed. 

Mr. Kennepy. And that you wanted somebody there to protect your 
interests; is that correct, Mr. Prio? 

Mr. Prio. I decline to answer that question 

Mr. Kennepy. Can you add anything to that, Mr. DiVarco? 

Mr. DrVarco. T decline to answer that question. 


S. Rept. 2270, 85-2 2 
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The Cuairrman. Let the Chair order and direct the previous witness, 
the other witness, to answer that last question. With the approval 
of the committee, the Chair orders and directs you to answer the ques- 
tion. 

Mr. Prio. I decline to answer that question, because my answer 
may tend to incriminate me. 

The CuarrMan. All right; proceed. 

Mr. Kennepy. It was pointed out that, if this group tried to get 
started in your area, they could not do so, Mr. Prio, unless they got the 
clearance of you and Caesar, and a man by the name of Dominick 
Nuccio and De Bello; is that correct ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Would anybody, to get one of these kinds of opera- 
tions going, ~— | they have to get the clearance of you 4 

Mr. Prio. I decline to answer that question. 

The Cuamman. The Chair orders and directs the witness to answer 
the question, with the approval of the committee. 

Mr. Prio. I decline to answer that question, sir. 

The Cuatrmman. All right; proceed. 

Mr. Kennepy. There are 3, what are called the 3 Doms that operate 
in Chicago, are there not? One is Dominick Nuccio and one is Domi- 
nick De Bello. That is 2 out of the 3 Doms, is it ¢ 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. On what grounds ?/ 

Mr. Pro. On the grounds my answer may tend to incriminate me. 

The CuatrmMan. The Chair presents to you, Mr. Prio, a photograph 
which has 2 exposures on it of 3 men without hats, and the other ex- 
posure appears to be the same 3 men with hats on. I pass this pic- 
ture to you and ask you to examine it and see if you identify any of 
the 3 men in the picture. 

(The photograph was handed to the witness. ) 

Mr. Prio. I decline to answer the question. 

The CuarrmMan. You have examined the picture / 

Mr. Prio. Yes. 

The CoatrrmMan. And you decline to answer the question ? 

Mr. Prio. That is right. 

The Cuamman. The Chair, with the approval of the committee, or- 
ders and directs you to answer the question. 

Mr. Prio. I decline to answer the question on the grounds that my 
answer may tend to incriminate me. 

The Cuatrman. Do you see your own picture there? 

Mr. Prro. I decline to answer that question, sir. 

The CHarrman. Would your own picture, do you think, tend to 
incriminate you ? 

Mr. Prio. I decline to answer that question, sir. 

The Cuarrman. There is nothing about your picture to be ashamed 
of or afraid of, is there? 

Mr. Prio. I decline to answer that question, sir. 

The CHarrMANn. Are you married / 

Mr. Pro. I decline to answer that question. 

The CHarrMan. You are ordered and directed to answer the ques- 
tion, with the approval] of the committee. 

Mr. Prio. I decline to answer that question on the grounds it may 
tend to incriminate me. 
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The Carman. Do you mean the fact that you are married might 
tend to incriminate you? 

Mr. Prio. I decline to answer that question. 

The Cuarrman. I don’t know that it would ever, that it ever in- 
criminated anybody to either be married or not married. That is a 
kind of new wrinkle, isn’t it ? 

Mr. Prio, I decline to answer that question, sir. 

The Cuairman. You wouldn’t say it was an old wrinkle, would 
you? 

Mr. Pro. I decline to answer that question, sir. 

‘The CuarrMan. Have you got any children ? 

Mr. Prio. I decline to answer that question. 

The Cuamrman. 1 meant, of course, legitimate children. 

Mr. Prio. I decline to answer that question. 

The Cuamman. Is there something about your situation, domestic 
situation, that you think that, to admit that you were married or that 
you have children, might tend to incriminate you ? 

Mr. Prio. I have to decline to answer that question sir. 

The Cuarmman. Do you honestly believe that, if you answered 
the question truthfully, that you are married or that you are not 
married, or that you have children or that you do not have children, 
2 truthful answer to those questions, or either of them, might tend to 
incriminate you / 

Mr. Prio. I refuse to answer that question on the same grounds. 

The CHairman. Well, with the approval of the committee, the 
Chair orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question. 

Senator Curtis. Mr. Chairman ? 

The CuarrMan. Senator Curtis. 

Senator Curtis. I would like to ask the same witness a question. 

Have vou had any experience getting other people to talk when you 
wanted information from them 4 

Mr. Prio. I decline to answer that question, sir. 

Senator Curris. On what grounds? 

Mr. Prio. On the grounds it may tend to incriminate me. 

Senator Curris. You have no experience whatever having observed 
attempts to get people to talk ? 

Mr. Prio. I decline to answer that question, sir. 

Senator Curtis. On what grounds ¢ 

Mr. Prio. On the grounds it may tend to incriminate me. 

Senator Curtis. That is all. 

The Cuarrman. Mr. Cerone, are you married ¢ 

Mr. Cerone. I invoke the fifth amendment. 

( At this point, Senator Ervin entered the hearing room. ) 

The Cuatrman. Against whom, your wife or the committee ? 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CuatrmMan. Do you have children ? 

Mr. Cerone. I decline to answer on the ground it may tend to in- 
eriminate me. 

The Cuarrman. You wouldn’t tell us where you were born, when 
you were born, whether you are an American citizen, if you are mar- 
ried, or if you have children. Is that correct ? 
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Mr. Cerone. I decline to answer on the grounds it may tend to in- 
criminate me. 

The Carman. The Chair orders, with the approval of the com- 
mittee the Chair orders, and directs you to answer the question of 
whether you are ome ried or if you have children. 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CHarrman. The order and direction of the Chair will stand 
throughout the period of your examination on the witness stand. 

Mr. DiVarco, are you married ¢ 

Mr. DiVarco. I decline to answer that question. 

The CHarrmMan. Do you have children ? 

Mr. DrVarco. I decline to answ er that question. 

The Cuarrman. With the per mission of the committee, and the 
approval of the committee, the Chair orders and directs you to answer 
the question: are married? Do you have children ? 

Mr. DrVarco. I decline to answer that question. 

The CuarrmMan. The order and direction of the Chair will stand 
throughout the period of your testifying before this committee. 

All right, Mr. Counsel. 

Mr. Avtr. Mr. Chairman, may I address you ? 

The CuarrMan. Yes, sir. 

Mr. Autt. May the record show that each time this witness declines 
to answer it is because of his privilege under the fifth amendment. 
He doesn’t answer because it might tend to incriminate him. He 
leaves those words out and that is what he means to say, sir. 

The Cuareman. Well, I think we better just add here to the proper 
procedure. This committee is going to have to take some action, in 
my judgment, on some of these cases, and I don’t want to do anything 
that would waive the proper activities of the committee, its proper 
function. 

I believe we will just proceed according to all legal standards. All 
right, Mr. Kennedy, proceed. 

Mr. Kennepy. Mr. Prio? 

The Cuarrman. The photograph that I showed Mr. Prio that he 
stated he examined, let it be made exhibit No. 26. 

(The document referred to was marked “Exhibit No. 26” for 
reference. ) 

The Cramman. Proceed. 

Mr. Kennepy. Mr. Prio, the information we have regarding your 
background is that from 1933 to 1936 you were in the dairy business. 
Is that right? 

Mr. Prro. I decline to answer that question, sir. 

Mr. Kennepy. And in 1936 you were in the Blue Ribbon Dairy Co., 
with Marcus Lipsky ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. He is one of the well-known hoodlums in Chicago. 

In 1938 you were arrested for burning down one of your competi- 
tors in the dairy business ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. You were acquitted for that, were you not / 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And then you organized, in 1939, the L. & P. Milk 
C4; / 
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Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Then you were in this venture with Marcus Lipsky 
also, is that right ? 

Mr. Prio. I decline to answer that question. 

The Cuairman. The Chair, with the approval of the committee, 
orders and directs the witness to answer these questions, 

Mr. Prio. I decline to answer that question on the grounds that my 
answer may tend to incriminate me. 

The Cuamman. In 1940 you went into the parking lot and gas sta- 
tion business on South Franklin Street ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And also owned another parking lot at 134 North 
LaSalle Street, is that right / 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Then you went back into the dairy business in 1943 ? 

Mr. Prio. | decline to answer that question, sir. 

Mr. Kennepy. And in that year, your partner was murdered in a 
barbershop, is that right ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. What kind of business were you doing besides the 
dlairy business during this period of time ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Why was your partner murdered in a barbershop / 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. ‘Then you had another parking « company in 1946. 
In 1952 you went into the oil business, is that right ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. In 1954 you went into the real estate business in the 
Lincolnwood area of Llinois ¢ 

Mr. Prio. I decline to answer that question, six. 

Mr. Kennepy. In 1954 you were also seen very often in the com- 
pany of Joseph DiVareo, who is also known as Joey Caesar, is that 
right ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. You used to meet during this period of time at 
\lgour’s Restaurant ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Could you tell us anything about Algour’s Restau- 
rant ¢ 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. I suppose you noted that Algour’s Restaurant was 
burned down er last few months ? 

Mr. Prio. I decline to answer that question. 

Mr. Kenn ' py. It wasa million dollar fire, was it not? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Can you give us any explanation about the two 
arsonists that came into that restaurant and set it afire, and held the 
people at gunfire and then set it afire ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Cerone, can you give us any information on that ? 

Mr. Crrone. I decline to answer on the grounds it may tend to 
incriminate me. 

Mr. Kennepy. Mr. DiVarco, can you give us any information on 
that ? 
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Mr. Cerone. I decline to answer that question. 

Mr. Kennepy. On what ground ? 

Mr. Cerone. On the ground it may incriminate me. 

Mr. Kennepy. You have been associated with Louie Campagna, 
Frankie Diamond, is that correct ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. According to information that we have, you con- 
tacted Cherrynose Gioe and Frankie Diamond at Ciro’s Restaurant, 
18 North Wabash Avenue in 1954, is that right ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. And Cherrynose was working with this restaurant, 
and was told to go along with a mob directive that he lay off all slot 
and pinball oper ations in the county, is that right ’ 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And he refused todoso. He left the meeting and a 
short time afterward was shot to death ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Could you tell us anything about the death of 
Cherrynose ? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And within a short time, Frankie Diamond was also 
killed ? 

Mr. Prio. I decline to answer that quest ion. 

The CuarrmMan. Are you a gunman ? 

Mr. Prio. I didn’t hear the question. 

The CHarrmMan. Are you a gunman ? 

Mr. Prio. I deel ones unswer that question, sir. 

Mr. Kennepy. We have information that you are also associated 
with Cowboy Mirro, and, of course, Paul Labriola. 

Mr. Prro. I decline to answer that question. 

Mr. Kennepy. They were involved in this trade association. Is 
that correct ? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Mr. Di Varco, en to our information, you are 
also known as Joey Caesar and also Bill Caesar, is that right? 

Mr. DiVarco, I decline to answer that question 

Mr. Kennepy. And you were also connected with these trade asso- 
ciations that were formed in 1959-53 hy Weinheroa and Needlenose 
Labriola ? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. And that had Mr. Greenfield as their attorney. Did 
you know Mr. Greenfield ? 

Mr. Di\ arco. I decline to answer that question. 

Mr. Kennepy. We also have information that you are an associate 
of Tony Accardo. 

Mr. DiVarco. [decline to answer that quest ion. 

Mr. Kennepy. And that you were one of those individuals from 
whom thev | had to get clearance in order to oper: ate in Chicago. 

Mr. DiV arco. I decline to answer that question. 

Mr. Kennepy. And it was the fact that clearance was not obtained 
through you and some of your associates that the trade associations 
broke down, is that right, Mr. Caesar ? 

Mr. DrVarco. I decline to answer that question. 
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Mr. Kennepy. According to the information we have, you started 
out as a counterfeiter back in 1936, is that right ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. You were arrested and served 1 year in the Michigan 
Federal detent — farm. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Then you were working for the three Doms, Domi- 
nick Nuccio, Dominick DiBello, and Dominick Brane ato, in the late 
1940's, is that right ? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. And you were very close to Laurence Mangano, who 
was murdered in gangland style, is that right ? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Mangano was Paul Labriola’s stepfather, was he 
not ¢ 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. You were an important figure in the gambling on 
the north side of Chicago ? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. The Chair is going to order the witness to answer 
these questions with the approval of the committee. 

Mr. DrVarco. I decline to answer that question because my answer 
iiay tend to ineriminate me. 

Mr. Kennepy. And you achieved a position of power there in 
1949 on the order of Tony Goebels and Paul “The Waiter” Ricca ? 

Mr. D1Varco. I decline to answer that question. 

Mr. Kennepy. Do you have any interest in any of the restaurants 
in Chicago 4 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. Did you have any interest in the C. & B. Meat Co. 

1136 West Randolph Street, Chicago ¢ 

Mr. DiVarco. I decline to answer that question. 

The CuatrmMan. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. DiVarco. I decline to answer that question, sir. 

Mr. Kennepy. Isn’t it a fact that you could have an interest in that 
meat supply company, and that that company supplies a good number 
of the restaurants and nightclubs in the Chicago area ? 

Mr. DiVarco. I decline to answer that —_ ion. 

The Cuarrman. With the approval of the committee, the Chair 
orders and directs the witness to answer the question. 

Mr. DiVarco. 1 decline to answer that question. 

Mr. Kennepy. And isn’t it correct that your associate in that com 
pany is Carlo Coleanni, who is a business agent for the Barbers’ 
Union in Chicago? 

Mr. DiVarco. I decline to answer that question, sir. 

Mr. Kennepy. Could you tell us w ny you got into that? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Is that how shakedowns are received, through the 
sale of the meat to these restaurants and night clubs in Chicago 4 

Mr. DiVarco. I decline to answer that question, sir. 

Mr. Kennepy. And according 

The Cruairman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 
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Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. According to information that we also have, you 
were connected with the Valentino’s Restaurant at 16 East Ohio 
Street, Chicago. 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. That restaurant closed down very recently. Is that 
right ¢ i 

Mr. DiVarco. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Cerone, we also understand that you were con- 
nected with the trade association that was to work with unions that 
was formed in 1952 and 1953. Is that correct / 

Mr. Cerone. I decline to answer on the grounds it may tend to in- 
criminate me. 

Mr. KenneEDy. Are you also known as Skippy, Mr. Cerone? 

Mr. Cerone. I decline to answer that on the grounds it may tend to 
incriminate me. 

Mr. Kennepy. Is your brother known as Skippy ? 

Mr. Cerone. I decline to answer. 

Mr. Kennepy. We understand that you are the former chauffeur 
and the bodyguard for Tony Accardo; is that right ¢ 

Mr. Cerone. I decline to answer. 

The CuarrMan. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerone. I invoke the fifth amendment. 

The CuarrMan. Proceed. 

Mr. Kennepy. We understand you were present at the July 4 lawn 
parties in 1954 and 1955 for Tony Accardo; is that right ? 

Mr. Cerone. [| invoke the fifth amendment. 

Mr. Kennepy. Could you tell us why John Lardino, of Local 593, 
‘ame to those parties ¢ 

Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. And Maurice Timpanaro, who is secretary-treasurer 
of Local 88 of the Cooks Union was at the 1954 party ? 

Mr. Cerone. IL invoke the fifth amendment. 

Mr. Kennepy. Why do these union officials go to these parties? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. Also Joey Glimco, of course, of Local 777 of the 
Teamsters was present; was he not ¢ 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. He has been very close to all you people, has he not 4 

You are very close friends with Joey Glimco / 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. Then in 1955, Louis Nadia, secretary-treasurer of 
Local 450, was at Accardo’s home at the same time you were there, on 
the 4th of July party; is that correct? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. What about the 1958 4th of July party, Mr. Cerone? 
Can you tell us about that ¢ 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. Is it true that the 4th of July party in 1958 was not 
held at Mr. Accardo’s home but was held at your home? 

Mr. Cerrone. I invoke the fifth amendment. 
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Mr. Krnnepy. We have investors that went out to your home that 
evening at 2000 North 77th Avenue, Elmwood Park, Il]. And you 
had a party the 4th of July, did you not ? 

= Crrone. I invoke the fifth amendment. 

Kennepy. We found Mr. Accardo’s car parked outside your 
wake Was Mr. Accardo attending your party ? 

Mr. Cerone. I invoke the fifth amendment. 

The Cramman. Are you ashamed of your guests? Are you afraid 
that the mentioning of their names might incriminate you ¢ 

Mr. Cerrone. I honestly believe that it may tend to incriminate me. 

The CHatrMan. Sir? 

Mr. Cerrone. I invoke the fifth amendment. 

The CuairmMan. You said you honestly believe something. 

Mr. Creronr. I decline to answer for I honestly believe that my an- 
swer may tend to incriminate me. 

Mr. Kennepy. I might say on April 23, 1958, Mr. Chairman, when 
we went out to try to subpena Mr. Tony Accardo at his home, we found 
Mr. Cerone’s automobile in his driveway. 

You were visiting with him that night, Mr. Cerone ? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. We also found that the automobile of John Lardino, 
administrative director of local 593, was at your home on the 4th of 
July. 

Mr. Crrone. I invoke the fifth amendment. 

Mr. Kennepy. And Willie “Smokes” A loisio, well-known syndicate 
gambler, was also there / 

Mr. Crronr. IT invoke the fifth amendment. 

Mr. Kennepy. And a girl friend of Rocco Fishetti was also present 4 

Mr. Cerone. [ invoke the fifth amendment. 

Mr. Kennepy. And Joseph Maita: is that correct ? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. He is the one that owns the pink Oldsmobile, is he 
not, that was used by Tony Accardo and Paul Ricea at Claude Maddox’ 
funeral ¢ 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. That is the information we have. Is it correct? 

Mr. Cerone. I decline to answer. 

(At this point, Senator Goldwater withdrew from the hearing 
room. ) 

Mr. Kennepy. We have information that you are associated with 
the Premium Beer Sales, Inc. 

Mr. Cerone. I decline to answer. 

The Cuaimman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. This is the organization, the company, Mr. Chair- 
man, that Mr. Accardo listed as a source of $40,000 income in 1955 

The CuHarrman. Is that a legitimate business ? 

Mr. Cerone. Are you speaking to me, Senator? 

The Cuarrman. I am looking at you and speaking to you. 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. The 1956 credit report is rather interesting. It 
shows the owner to be Henry Morgan, of Libertyville, I]. 
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This is the one we say Mr. Accardo is connected with and Mr. 
Cerone is connected with. Yesterday when Mr. Greenfield was asked 
the name of just one tavern owner that had approached him and told 
him about the fact that he had been shaken down, the only name he 
could come up with was Mr. Henry Morgan. 

Could you explain that to us ¢ 

Mr. Cerone. L invoke the fifth amendment. 

Mr. Kennepy. None of you want tosay anything ? 

Do you want to say anything, Mr. Prio? 

Mr. Prio. I decline to answer that. 

Mr. Kennepy. How about you, Mr. Cerone / 

Mr. Cerone. I decline to answer. 

"Mr. Kennepy. Mr. DiVarco/ 

Mr. DiVarco. I decline to answer. 

The Cuamman. What is it you are declining to answer ? 

Do you KhOW 

Mr. Prio. I decline to answer that, also. 

he CHairnman. You decline to answer whethe you know what you 
are declining to answer or not declining to answer ¢ 

Mr. Prio. I decline to answer that also 

The Ciramman. Are there any further questions ? 

senator Curtis ¢ 

si nacor lor in ¢ 

Mr. Kennepy. That is all. 

Senator Curtis. I would like to have a statement, very brief. about 


he connec.ion otf these men to unions or trade associations or man- 
agvement-labor relations at this point in the record. 
Mr. Kennepy. No. 1, the 1952-53 operation that we had testimony 


about yes er lay, where these two trade associations were being cre- 
ated, the liquor association and a restaurant association, which was to 
be backed by the syndicate, that Was to use the labor unions as an 
enforcement arm. 

It is the same matter that I mentioned this morning, ‘These three 
ele va were to be associated with that. Their names were a 
tioned in connection with this operation. That would be No. 

As gain, as I said this morning, this is an extremely import _ kind 
of operation, because it is similar to the kind of operations that we 
have seen in other sections of the country. 

No. 2, these individuals have all had, the three of them. close asso- 
ciations with certain union officials in the Chicago area. 

No. 1, Joey Glimco; No. 2 would be Johnny Lardino. And there 
have been others that I have mentioned here in the course of the 
record. What we are investigating is the infiltration of criminals 
and hoodlums into legitimate ‘businesses, possibly for use as fronts, 
and into labor organizations and the perversion of labor organizations, 
which are supposed to be for the use of the employees, the workers, by 
people such as this to advance their own well-being and their own 
incomes, and without any interest whatsoever in the union members. 
Of course, it exploits the members of the union, and for the exploita- 
tion of businesses. We have found that it is a million dollar shake- 
down going on throughout the United States, in which these men 
participate. 

The Cnatrman. Each of you will remain under your present sub- 
pena. You will be under recognizance to reappear and testify before 
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the committee at such time as it may desire further testimony from 
you, with reasonable notice of the time and place of the committee 
hearing being given to you. 

Do you accept such recognizance ? 

Mr. Prio. I do. 

Mr. Di Varco. Yes. 

Mr. Cerone. Yes. 

The Cuairman. You understand reasonable notice. We will send 
you a telegram to your home address. Did each of you give us your 
home address 4 

Mr. Prio. Mine is 1721 Sunset Ridge, Glenview, Ill. 

Mr. Cerone. 2000 North 77th Avenue, Elmwood Park, Il. 

Mr. DiVarco. 4275 Jarvis. 

The Cuatrman. Is that in in Ihnois? 

Mr. DrVarco. I decline to answer that question. 

The CuairmMan. You decline to state whecher you are in the State of 
[1linois or not ¢ 

(The witness conferred with his counsel. ) 

The Cramman. It just shows how ridiculous these people of this 
character resort to the device of the fifth amendment solely for pur- 
poses of obstructing the orderly processes of government. 

Is there anything further ¢ 

Before you leave, the Chair will give the instructions to the staff 
to prepare the necessary papers for to be cited for contempt of the 
United States Senate. I am confident that the committee will weigh 
that carefully, and*if it should propose a resolution to the Senate 
for you to be cited for contempt, I am also reasonably confident the 
Senate will act favorably on it. 

| hope that your cases, if it develops as I hope it will, I hope these 
cases, some of them at least, will go to the Supreme Court of the 
United States. 

Then we can determine once and for all whether the law and order 
of this country and decent society can be undermined and destroyed 
hy the tactics you folks employ. 

You are excused for the present. 

(‘all the next witness. O 
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PROCEEDINGS AGAINST JOSEPH DrVARCO FORy, 
CONTEMPT OF THE SENATE 


Avaust 8, 1958.—Ordered to be printed MAIN 
READING ROOM 


Mr. McC.euan, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany S. Res. 367] 


The Senate Select Committee on Improper Activities in the Labor 
or Management Field, created and authorized by Senate Resolution 74, 
agreed to January 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221, agreed to 
January 29, 1958, of the 85th Congress, 2d session; and under the rules 
of procedure adopted by the committee on February 5, 1957, and 
under the Standing Rules of the Senate, caused to be issued a subpena 
to Joseph DiVareo, which was duly served on him on May 17, 1958. 
Said subpena directed Joseph DiVarco to appear forthwith before the 
committee at their committee room, Senate Office Building, Wash- 
ington, D. C., and then and there to testify relative to the subject 
matter under consideration by the said Senate Select Committee on 
Improper Activities in the Labor or Management Field. 

‘The subpena served upon the said Joseph DiVarco is set forth as 
follows: 

Unitep STATES OF AMERICA 


CONGRESS OF THE UNITED STATES 


To Jor DrVarco axa Jory Cansar, Chicago, Illinois, 
Greeting: 
Pursuant to lawful authority, you are hereby commanded 
to appear before the Senate Select Committee on Improper 
Activities in the Labor or Management Field of the Senate 
of the United States, Forthwith, at their committee room, 
101 Senate Office Building, Washington, D. C., then and 
there to testify what you may know relative to the subject 
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matters under consideration by said committee, and produce 
your personal records for the period January 1, 1950, to date, 
relating to bank accounts (checking and savings), deposit 
tickets, brokerage accounts, bank statements, cancelled 
checks, check stubs, records of securities and other assets 
purchased and liquidated during period 1950 to date, corre- 
spondence file relating to bank accounts, saving and checking 
and other assets, and all other correspondence files. 
Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 
A vce ie ________. to serve and return. 
Given under my hand, by order of the committee, this 
15th day of May, in the year of our Lord one thousand nine 
hundred and fifty-eight. 
(Signed) Jonun L. McCrieuan, 
Chairman, Senate Select Committee on Improper 
Activities in the Labor or Management Field. 


May 17, 1958. 

I made service of the within subpena by personal service 
the within-named Joseph DiVarco aka Joey Caesar, at 4275 
Jarvis, Lincolnwood, IIl., at 11:30 o’clock a. m., on the 
17th day of May 1958. 

(Signed) James P. Ke.ty. 


Joseph DiVarco appeared and testified before the committee pur- 
suant to the aforementioned subpena, at hearings held July 11, 1958, 
in Washington, D. C. 

The said Joseph DiVarco, having appeared as a witness and having 
been asked certain questions, which questions were pertinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 11, 1958, which record is made a part hereof. 
Excerpts of this testimony and relevant documents are annexed 
hereto and designated as “Exhibit 1.” 

The committee was conducting hearings relative to gangster 
infiltration into labor organizations in the Chicago, Ill., area. The 
chairman has stated in public sessions of the committee: 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth-amendment 
privilege, when a citizen of this country takes a position that 
he can’t acknowledge that fact without the possibility of 
being incriminated or cannot tell the date or the place of his 
birth, if he was born in this country, without possible self- 
incrimination. 


Joseph DiVarco was asked questions concerning his citizenship. He 
refused to answer on the ground that the answers might tend to 
incriminate him. 

It is the committee’s contention that the constitutional privilege to 
refuse to answer should be made in good faith. The witness repeatedly 
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refused to state, under oath, whether he honestly believed that a 
truthful answer would tend to incriminate him. 

The legitimate legislative purpose behind such questions is clear. 
The chairman, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage- 
ment associations, stated: 


We are trying to determine whether that infiltration is 
by citizens who owe an obligation to this country or if it is by 
people in some instances who are not citizens of this country 
who are taking advantage of their presence here to engage 
in improper practices and even criminal acts to ex xploit the 
American citizen and to prey upon innocent people in this 
country. 


Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be alle- 
viated. If it de ‘velops that they are being engaged in, in the 
main, by people who are not citizens of “the United States, 
one of the ways to correct the situation is to tighten up the 
deportation proceedings and to expedite them. So a ques- 
tion is most pertinent “and most relative which directs itself 
to the question of whether or not the man on the witness 
stand is a citizen of the United States, and, as such, entitled 
to live here, and regardless of any crimes he may commit. 
If he is not a citizen of the United States, he is subject to 
deportation if he is involved in criminal activities. 


Senator Curtis in discussing the legislative purposes on questions 
concerning citizenship stated: 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to con- 
sider the question of whether or not they should, by law, 
provide that union officers and agents must be citizens. 
Any information that we can provide in these hearings on 
that serves a definite legislative purpose, and is very much 
pertinent to our inquiry, and would in no way incriminate 
the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was thus prevented from re- 
ceiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requiring 
the United States attorney for the District of Columbia to proceed 
against the said Joseph DiVarco in the manner and form prescribed 
by law. 
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ExuisiT 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


Unirep States SENATE, 
SELECT COMMITTEE ON ImMPpROPER ACTIVITIES 
IN THE LABOR, OR MANAGEMENT FIELD, 
Washington, D. C., Friday, July 11, 1958. 

The select committee met at 10 a.m., pursuant to Senate Resolution 
74, agreed to January 30, 1957, in the caucus room, United States 
Senate, Senator John L. McClellan (chairman of the select committee) 
presiding. 

Members of the select committee present: Senator John L. 
McClellan, Democrat, Arkansas; Senator John F. Kennedy, Democrat, 
Massachusetts; Senator Sam J. Ervin, Jr., Democrat, North Carolina; 
Senator Barry Goldwater, Republican, Arizona; Senator Karl E. 
Mundt, Republican, South Dakota; and Senator Carl T. Curtis, 
Republican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; LaVern J. Duffy, 
investigator; James P. Kelly, investigator; James Mundie, investi- 
gator; and Ruth Young Watt, chief clerk. 


PROCEEDINGS 


The CuHatrMan. The committee will be in order. 

(Members of the committee present at the convening of the session 
were: Senators McClellan and Ervin.) 

The CHarrMAN. Before we proceed with the next witness, the Chair 
will announce that we have information that both in Detroit and in 
Chicago efforts are being made to intimidate witnesses or some of 
the witnesses that are under subpena to come before this committee 
and testify. The committee has requested, and the FBI has promptly 
responded, an investigation to get on these cases immediately. 

I have heretofore said, and I re peat that in my judgment any such 
act or any attempt to intimidate, coerce, or threaten a witness under 
subpena by this committee is an act in scien of the United States 
Senate. If we can apprehend those who are guilty of it, we will deal 
with them in that fashion. 

I think also they would be guilty of an attempt or conspiracy to 
obstruct justice and to obstruct due process of the Senate. I am hope- 
ful the FBI will be successful in discovering those who may be engaged 
in such activity and that we will be able to bring them to justice, and 
that they will receive proper punishme nt for their offense. 

All right, is there anything further? 


* * * a * x * 


AFTERNOON SESSION 


(At the reconvening of the session, the following members were 
present: Senators McClellan, Goldwater, and Curtis.) 

The CHatRMAN. The committee will come to order. Call the next 
witness, Mr. Kennedy. 
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Mr. Kennepy. Mr. Chairman, could I call a number of these 
witnesses together so that we can move along more quickly? 

The CuarrMaNn. Very well. 

Mr. Kennepy. Mr. Ross Prio, Mr. Joey Caesar DiVarco, and Mr. 
Jackie Cerone. 

The CHarrMAN. Will the witnesses come forward, please? Each 
of you stand and be sworn. Do you and each of you solemnly swear 
the evidence you shall give before this Senate select committee shall 
be the truth, the whole truth and nothing but the truth, so help you 
God? 

Mr. Prio. I do. 

Mr. Cerrone. I do. 

Mr. DiVarco. I do. 


TESTIMONY OF JACK CERONE, ELMWOOD PARK, ILL.; ROSS PRIO, 
GLENVIEW, ILL.; AND JOSEPH DiVARCO, LINCOLNWOOD, ILL. ; 
ACCOMPANIED BY H. C. AULT, MR. DiVARCO’S COUNSEL 


The CHarrMan. Beginning on my left, will you state your name, 
your place of residence, and your business or profession, please? 

Mr. DrVarco. Joseph DiVarco, 4275 Jarvis Avenue, Lincolnwood, 
ll. 

The CHarrMan. Will you state your business or profession? 

Mr. DiVarco. I decline to answer that question because it may 
tend to incriminate me. 

The CuatrmMan. Do you have counsel present representing you? 

Mr. Autt. Yes, sir. 

The CuarrMan. All right, counsel, identify yourself. 

Mr. Autr. My name is H. Clifford Ault, 401 Third Street NW., 
Washington, D.C. I am a member of the bar of Washington, D. C. 
[ am representing Mr. DiVarco. 

The CuarrMan. Do you represent the others? 

Mr. Aut. No, sir; 1 do not. 

The CuarrmMan. The one in the center, will you give us your name, 
your address and 

Mr. Cerone. Jack Cerone, 2000 North 77th Avenue, Elmwood 
Park, Ill. 

The CuarrMAN. What is your business or occupation? 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CuatrMan. Do you have counsel? 

Mr. Crrone. No, sir. 

The CHAIRMAN. You waive counsel? 

Mr. CrEerRone. Yes, sir. 

The Cuatrman. All right, the one on my right, what is your name? 

Mr. Prio. Ross Prio, 1721 Sunset Ridge, Glenview, Il. 

The CHarrMan. And what is your business or occupation? 

Mr. Prro. I decline to answer on the grounds that it may tend to 
incriminate me. 

The CuarrmMan. This last witness on my right, I ask vou the ques- 
tion: Do you honestly believe that if you gave a truthful answer to 
the question, what is your business or occupation, that a truthful 
answer thereto might tend to incriminate you? 
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Mr. Prio. I decline to answer on the grounds that the answer may 
tend to incriminate me. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question: Do you honestly 
believe that if you gave a truthful answer to the question, ‘What is 
your business or occupation?” that a truthful answer thereto might 
tend to incriminate you. 

Mr. Prio. I decline to answer that on the grounds that my answer 
may tend to incriminate me. 

The CuarrMaNn. The order and direction of the Chair stands. The 
witness in the center—what is your name? 

Mr. Cerone. Jack Cerone. 

The CuHarrmMan. Cerone? Did you give us your business or 
occupation? 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CuatrmMan. Do you honestly believe that if you gave a truthful 
answer to the question, ‘‘What is your business or occupation?” that 
a truthful answer might tend to incriminate you? 

Mr. Cerone. I decline to answer. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CHarrMan. You understand the question. It is: Do you 
honestly believe that if you gave a truthful answer to the question, 
“What is your business or occupation?” that a truthful answer 
thereto might tend to incriminate you? 

Mr. Cerrone. I invoke the fifth amendment. 

The CHarRMAN. You understand the question, do you? 

Mr. Cerrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CHarrMan. The order and direction to this witness to answer 
the question stands. 

The witness DiVarco, on my left, did you give us your business or 
occupation? 

Mr. DrVarco. I decline to answer the question as it may tend to 
incriminate me. 

The Cuarrman. Do you honestly believe that if you gave a truth- 
ful answer to the question, ‘‘What is your business or occupation?” 
that a truthful answer thereto might tend to incriminate you? 

Mr. DrVarco. I decline to answer that question. 

The CuatrMan. With the approval of the committee, the Chair 
orders and directs you to answer the question. 

Mr. DrVarco. I invoke the fifth amendment and decline to answer 
that question. 

The CuairMan. The order stands, the order and direction of the 
Chair stands. 

You are still under orders and direction to answer the question, that 
if you gave a truthful answer to the question ‘‘What is your business 
or occupation?” that a truthful answer thereto might tend to in- 
criminate you. 

Mr. D1Varco. I decline to answer that question, because any 
answer may tend to incriminate me. 
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The CuarrMan. I will continue with you. Are you a citizen of the 
United States? 

Mr. DrVarco. I decline to answer the question. 

The CuHatrMan. Where do you live? 

Mr. DrVarco. I decline to answer that question. 

The CuarrMan. When were you born? 

Mr. DiVarco. I decline to answer that question, .too, sir. 

The CHatrMAN. Where were you born? 

Mr. DiVarco. I decline to answer that question, too. 

The CuHarrmMan. The Chair, with the approval of the committee, 
orders and directs the witness to answer the questions: Where were 
you born, when were you born, are you a citizen of the United States? 

Mr. DrVarco. I decline to answer that question because any 
answer may tend to incriminate me. 

The Cuarrman. The order and direction of the Chair stands for 
you to answer those questions. 

Mr. DrVarco. I decline to answer those questions, sir. 

The CHarrMan. | ask you the question: Do you honestly believe 
that if vou gave a truthful answer to the questions of: Where were 
you born, when were you born, are you a citizen of the United States, 
that a truthful answer to any or either of these questions might tend 
to incriminate you? 

Mr. DrVarco. I decline to answer that question, sir. 

The CHarrMan. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. DiVarco. | decline to answer that question because any 
answer may tend to incriminate me. 

The CHaArrMAN. I ask the witness Cerone—is that. correct? 

Mr. Crronr. That is correct, Senator. 

The CHarkMAN. | ask you: Where were you born? 

Mr. Cerone. I decline to answer on the grounds that it may tend 
to incriminate me. 

The CHAIRMAN. When were vou born? 

Mr. Creronn. I honestly believe that the answer may tend to 
incriminate me. 

The CHArRMAN. Are you a citizen of the United States? 

Mr. Cerone. | decline to answer. 

The CuarrmMan. The Chair, with the approval of the committee, 
orders and directs the witness to answer the questions: When. were 
you born? Where were you born? And are you a citizen of the 
United States? 

Mr. Cerone. I decline to answer. 

The CuarrMan. Do you honestly believe that if you gave a truthful 
answer to the questions when were you born, where were you born, 
and are you a citizen of the United States, that a truthful answer to 
any or either of these questions might tend to incriminate you? 

Mr. Crrone. I decline to answer on the grounds it may tend to 
incriminate me. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerrone. I invoke the fifth amendment. 

The CuarrMan. The witness on my right, the order and direction 
of the Chair stands throughout the proceedings, throughout the period 
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that you are on the witness stand. The witness on my right, Mr. 
Prio—— 

Mr. Prio. That is correct. 

The CuarrmMan. That is correct? Where were you born? 

Mr. Prio. I decline to answer the question because my answer may 
tend to incriminate me. 

The CHarrMan. When were you born? 

Mr. Prio. I decline to answer that question. 

The CHArRMAN. Are you a citizen of the United States? 

Mr. Prio. I decline to answer that question. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the questions: When were you 
born? Where were you born? And are you a citizen of the United 
States? 

Mr. Prio. I decline to answer that question. 

The Cuarrman. Do you honestly believe that if you gave a truthful 
answer to the questions of when were you born, where were you born, 
and are you a citizen of the United States, that a truthful answer to 
any or either of those question might tend to incriminate you? 

Mr. Prio. I decline to answer that question, sir. 

The CuarrmMan. With the approval of the committee, the Chair 
orders and — ts you to answer the question. 

Mr. Prio. I decline to answer that question on the ground that 
my answer may tend to incriminate me. 

The Cuarrman. The order and direction of the Chair will stand and 
remain in force during the period that you are on the witness stand. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. Mr. Prio, according to the information that we have 
that was developed under oath before the committee yesterday, you 
had a very prominent role in the setting up of these syndicate- 
sponsored trade associations in Chicago in 1952 and 1953. Could you 
tell us about what you did in connection with that? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. On what grounds? 

Mr. Prio. On the grounds that my answer may tend to incriminate 
me. 

Mr. Kennepy. And that you were associated in that venture with 
James Weinberg and Paul ‘‘Needlenose”’ Labriola? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. On what grounds? 

Mr. Prio. On the grounds that my answer may tend to incriminate 
me. 

Mr. Kennepy. It was explained that the man in charge of the whole 
operation was “Golfbag’” Hunt. Above him was Tony Accardo, but 
that “Golfbag’’ Hunt was the one that was immediately in charge, 
but that you had an important role in what is called the one section of 
Chicago. 

Could you tell us what you were going to do in that section of 
Chicago in connection with this? 

Mr. Prio. I decline to answer that question, sir. 

The CuarrmMan. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question, sir, on the grounds 
that my answer may tend to incriminate me. 
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The CHarrMan. Proceed 

Mr. Kennepy. We understand that you are probably one of the 
most important figures in Chicago as far as bookmaking is concerned, 
but that you operate chiefly out of the North Side of Chicago. 

Is that right, Mr. Prio? 

Mr. Prro. I decline to answer that question, sir, 

Mr. Kennepy. And that another man that was going to work with 
vou was Joey Caesar; is that right? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Do you know Joey Caesar? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Is that Joey Caesar, that is sitting on your right 
there? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Would you mind looking and seeing if you can 
identify him? Not that individual, but the one sitting next to him. 
Do you recognize him? 

Mr. Prio. I decline to answer that question, sir. 

The CHarrMan. You are ordered and directed to answer the 
question, 

Mr. Prro. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Caesar, you are also know as Mr. Caesar, 
are you? 

Mr. DiVareo? 

(The witness conferred with his counsel. 

Mr. Kennepy. Are you also known as Mr. Caesar? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. Mr. DiVareo, would you, or Mr. Caesar, would 
you look up and tell me whether you know Mr. Prio? 

Mr. DrVarco. I decline to answer that question. 

The CuarrmMan. You are ordered and directed to answer the ques- 
tion, with the approval of the committee. 

Mr. DiVarco. I decline to answer that question because anything 
I say might tend to incriminate me. 

The CHatrMan. Proceed. 

Mr. Kennepy. We understand the two of you were to make the 
arrangements through Tony Accerdo. Is thet correct? Mr. Prio? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And that you were then going to operate and 
control this one section of Chicago. 

You were reported to have made a statement that you would be 
satisfied to do this as long as you could have a man right in the 
office, your own personal representative in the office, to make sure 
that everything was done honestly. Is that correct? 

Mr. Prio. I decline to answer that question, sir. 

The CuatremMan. With the avproval of the committee, the Chair 
orders and directs you to answer the question. 

Mr. Prro. I decline to answer that question, sir 

The CHarrMan. Proceed. 

Mr. Kennepy. And that you wanted somebody there to protect 
vour interests; is that correct, Mr. Prio? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Can you add anythiig to that, Mr. DiVarco? 


S. Rept. 2271, 85-2——2 
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Mr. DiVarco. I decline to answer that question. 

The CuatrmMan. Let the Chair order and direct the previous 
witness, the other witness, to answer that last question. With the 
approval of the committee, the Chair orders and directs you to 
answer the question 

Mr. Prro. | decline to answer that question beeat 
may tend to incriminate me 

The CHarrman. All right, proceed 

Mr. Kennepy. It was poimted out that if this group tried to get 
started in your area, that they could not do so, Mr. Prio, unless they 
cot the clearance of you and Caesar, and a man by the name of Dom- 
nick Nuecio and DeBello; is that correct? 

Mr. Prio. | decline to answer that question, sil 

Mr. KENNEDY. Would anybody to get one of these kinds of 
operations roing, would they have to cel the clearance of you? 

Mr. Prro. I decline to answer that question. 
The CuarrmMan. The Chair orders and directs the witness to answer 


Isc MV answer 


the question, with the approval of the committee. 
Mr. PRIO decline tO answer that question, Sil 


re | 


ets : 
The CHArRMAN. AIL ricvht. proceed 


Mr. Kennepy. There are three, what are called the Three Doms 
that operate in Chicago, are there not, one is Dominick Nuccio and 
one is Dominick DeBello. That is 2 out of the 3 Doms, is it’ 

Mr PRio. | decline to answer that question. 


Mr. KenNeEpDyY. On what grounds? 


Mr. Priro. On the grounds my answer may tend to incriminate me. 


The Caainman. The Chair presents to you, Mr. Prio, a photograph 
which has 2 exposures on it of 3 men without hats and the other 
exposure appears to be the same 3 men with hats on. I pass this 
picture to vou and ask vou to examine it and see if you identify any 
of the 3 men in the picture. 

(The photograph was handed to the witness 

Mr. Prio. | decline to answer the question. 

The CuarrmMan. You have examined the picture: 

Mr. Prio. Yes. 

The CuairnmMan. And you decline to answer the question? 

Mr. Prio. That is right. 

The CuarrMan. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Prio. I decline to answer the question on the grounds that my 
answer may tend to incriminate me. 

The CHatrMan. Do you see your own picture there? 

Mr. Prio. I decline to answer that question, sir. 

The CHarrman. Would your own picture, do vou think, tend to in- 
criminate you? 

Mr. Prio. I decline to answer that question, sir. 

The Crarrman. There is nothing about your picture to be ashamed 
of or afraid of, is there? 

Mr. Prio. I decline to answer that question, sir. 

The CHarrRMaANn. Are you married? 

Mr. Prio. I decline to answer that question. 

The CHarrMan. You are ordered and directed to answer the ques- 
tion, with the approval of the committee. 








|) 
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\Mr. Prio. | decline to answer that question on the grounds it may 
tend to incriminate me. 

The CHarrMan. Do vou mean the fact that you are married might 
id to incriminate you? 

Mr. Prio. I decline to answer that question. 

The CHairmMan. | don’t know that it would ever, that it ever in- 
criminated anybody to either be married or not married. That is a 
kind of new wrinkle, isn’t it? 

Mr. Prio. I decline to answer that question, si. 

The CHairMan. You wouldn’t say it was an old wrinkle, would 
you? 

Mr. Prio. I decline to answer that question, sir, 

The CuarrMan. Have you got any children? 

Mr. Prio. I decline to answer that question. 

The CHarrnMan. | meant, of course, legitimate children. 

Mr. Prio. | decline to answer that question. 

The CuarrMan. Is there something about your situation, domestic 
situation, that vou think that to admit that you were married or that 
vou have children might tend to incriminate you? 

Mr. Prio. I have to decline to answer that question, sir. 

The CuatrrmMan. Do you honestly believe that if you answered the 
question truthfully, that vou are married or that you are not married, 
or that you have children or that you do not have children, that a 
truthful answer to those questions, or either of them, might tend to 
incriminate you? 

Mr. Prio. | refuse to answer that question on the same erounds. 

The CuairrMan. Well, with the approval of the committee, the 
(‘hair orders and directs you to answer the question. 

Mr. Prio. I decline to answer that question. 

Senator Curtis. Mr. Chairman? 

The CHarrMan. Senator Curtis. 

Senator Curtis. Ll would like to ask the same witness a question. 

Have you had any experience getting other people to talk when you 
wanted information from them? 

Mr. Prio. I decline to answer that question, sir. 

Senator Curtis. On what grounds? 

Mr. Prio. On the grounds it may tend to incriminate me. 

Senator Curtis. You have had no experience whatever having 
observed attempts to get people to talk? 

Mr. Prio. I decline to answer that question, sir. 

Senator Curtis. On what grounds? 

Mr. Prro. On the grounds it may tend to incriminate me. 

Senator Curtis. That is all. 

The CHarrmMan. Mr. Cerone, are you married? 

Mr. Cerone. [| invoke the fifth amendment. 

(At this point, Senator Ervin entered the hearing room. ) 

The CHarrman. Against whom, your wife or the committee? 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CuarrMan. Do you have children? 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CuatrmMan. You wouldn’t tell us where you were born, when 
you were born, whether you are an American citizen, if you are 
married, or if vou have children. Is that correct? 


t 
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Mr. Crrone. | decline to answer on the grounds if nay tend to 
incriminate me. 

The Cuairman. The Chair orders, with the approval of the com- 
mittee the Chau orders, and directs you to answer the question ot 
whether you are married or if you have children. 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

The CuarrMan. The order and direction of the Chair will stand 
throughout the period of your examination on the witness stand. 

Mr. DiVarco, are you married? 

Mr. DrVarco. I decline to answer that question. 

The CuarrMan. Do you have children? 

Mr. DiVarco. I decline to answer that question. 

The CHarrmMan. With the permission of the committee, and the 
approval of the committee, the Chair orders and directs you to 
answer the question: Are you married? Do you have children? 

Mr. DiVarco. I decline to answer that question. 

The CuarrmMan. The order and direction of the Chair will stand 
throughout the period of your testifving before this committee. 

All right, Mr. Counsel. 

Mr. Auir. Mr. Chairman, may I address you? 

The CuarrMan. Yes, sir. 

Mr. AULT. May the record show that each time this witness de- 
clines to answer it is because of his privilege under the fifth amend- 
ment. He doesn’t answer because it might tend to incriminate him. 
He leaves those words out and that is what he means to say, sir. 

The CuarrMan. Well, I think we better just add here to the proper 
procedure. This committee is going to have to take some action, in 
my judgment, on some of these cases, and I don’t want to do anything 
that would waive the proper activities of the committee, its proper 
function 

I believe we will just proc ed according to all legal standards. All 
right, Mr. Kennedy, proceed. 

Mr. Kennepy. Mr. Prio? 

The CuHarrman. The photograph that | showed Mr. Prio that he 
stated he examined, let it be made exhibit No. 26. 

(The document referred to was marked “Exhibit No. 26” for ref- 
erence. 

The CnarrmMan. Proceed. 

Mr. Kennepy. Mr. Prio, the information we have regarding your 
background is that from 1933 to 1936 you were in the dairy business. 
Is that right? 

Mr. Prio. | decline to answer that question, sir. 

Mr. Kennepy. And in 1936 you were in the Blue Ribbon Dairy 
Co., with Marcus Lipsky? 

Mr. Prro. I decline to answer that question. 

Mr. Kennepy. He is one of the well-known hoodlums in Chicago. 

In 1938 vou were arrested for burning down one of your competitors 
in the dairy business? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. You were acquitted for that; were you not? 

Mr. Prro. I decline to answer that question, sir. 

Mr. Kennepy. And then you organized, in 1939, the L. & P. Milk 
Co.? 
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Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Then you were in this venture with Marcus Lipsky 
also; is that right? 

Mr. Prio. I decline to answer that question. 

The CuartrMan. The Chair, with the approval of the committee, 
orders and directs the witness to answer these questions. 

Mr. Prio. I decline to answer that question on the grounds that my 
answer may tend to incriminate me. 

The CuHarrMaAN. In 1940 you went into the parking lot and gas 
station business on South Franklin Street? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And also owned another parking lot at 134 North 
LaSalle Street; is that right? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Then you went back into the Dairy business in 
1943? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And in that year, your partner was murdered in a 
barber shop; is that right? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. What kind of business were you doing besides the 
dairy business during this period of time? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Why was your partner murdered in a barber shop? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Then you had another parking company in 1946. 
In 1952 you went into the oil business, is that right? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. In 1954 you went into the real estate business in 
the Lincolnwood area of Llinois? : 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. In 1954 you were also seen very often in the com- 
pany of Joseph DiVarco, who is also known as Joey Caesar; is that 

right? f 

Mr. Prro. I decline to answer that question, sir. 

Mr. Kennepy. You used to meet during this period of time at 
Algour’s Restaurant? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Could you tell us anything about Algour’s Res- 
taurant? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. I suppose you noted that Algour’s Restaurant was 
burned down during the last few months? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. It was a million dollar fire, was it not? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Can you give us any explanation about the two 
arsonists that came into that restaurant and set it afire, and held the 
people at gunfire and then set it afire? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Cerone, can you give us any information on 
that? 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 
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Mr. Kennepy. Mr. DiVareo, can you give us any information on 
that? 

Mr. Cerone. I decline to answer that question. 

Mr. Kennepy. On what ground? 

Mr. Cerone. On the ground it may incriminate me. 

Mr. Kennepy. You have been associated with Louie Campagna, 
Frankie Diamond, is that correct? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. According to information that we have, you con- 
tacted Cherrynose Gioe and Frankie Diamond at Ciro’s Restaurant, 
18 North Wabash Avenue in 1954, is that right? 

Mr. Prro. I decline to answer that question. 

Mr. Kennepy. And Cherrynose was working with this restaurant, 
and was told to go along with a mob directive that he lay off all slot 
and pinball operations in the county, is that right? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And he refused to do so. He left the meeting and 
a short time afterwards was shot to death? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. Could you tell us anything about the death of 
Cherrynose? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. And within a short time, Frankie Diamond was 
also killed? 

Mr. Prio. I decline to answer that question. 

The CuarrMAN. Are you a gunman? 

Mr. Prio. I didn’t hear the question. 

The CHAIRMAN. Are you a gunman? 

Mr. Prio. I decline to answer that question, sir. 

Mr. Kennepy. We have information that you are also associated 
with Cowboy Mirro, and, of course, Paul Labriola. 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. They were involved in this trade association. Is 
that correct? 

Mr. Prio. I decline to answer that question. 

Mr. Kennepy. Mr. DiVarco, according to our information, you 
are also known as Joey Caesar and also Bill Caesar, is that right? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. And you were also connected with these trade 
associations that were formed in 1952-53 by Weinberg and Needlerose 
Labriola? 

Mr. Di1Varco. I decline to answer that question. 

Mr. Kennepy. And that had Mr. Greenfield as their attorney. 
Did you know Mr. Greenfield? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. We also have information that you are an associate 
of Tony Accardo. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. And that you were one of those individuals from 
whom they had to get clearance in order to operate in Chicago. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. And it was the fact that clearance was not obtained 
through you and some of your associates that the trade associations 
broke down, is that right, Mr. Caesar? 

Mr. DrVarco. I decline to answer that question. 
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Mr. Kennepy. According to the information we have, you started 
out as a counterfeiter back in 1936, is that right? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. You were arrested and served one year in the 
Michigan Federal Detention Farm. 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. Then you_were working for the three Doms, 
Dominick Nuccio, Dominick DiBello, and Dominick Brancato, in the 
late 1940’s, is that right? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. And you were very close to Laurence Mangano, who 
was murdered in gangland style, is that right? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. Mangano was Paul Labriola’s stepfather, was he 
not? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. You were an important figure in the gambling on the 
north side of Chicago? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. The Chair is going to order the witness to answer 
these questions with the approval of the committee. 

Mr. DiVarco. I decline to answer that question because my answer 
may tend to incriminate me. 

Mr. Kennepy. And you achieved a position of power there i in 1949 
on the order of Tony Goebels and Paul “The Waiter’ Ricca? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Do you have any interest in any of the restaurants 
in Chicago? 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. Did you have any interest in the C&B Meat Co. 
at 1136 West Randolph Street, Chicago? 

Mr. DrVarco. I decline to answer that question. 

The CHartrMan. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. DrVarco. I decline to answer that question, sir. 

Mr. Kennepy. Isn’t ‘t a fact that you could have an interest in 
that meat supply company, and that that company supplies a good 
number of the restaurants and night clubs in the Chicago area? 

Mr. DiVarco. I decline to answer that question. 

The CHAIRMAN. With the approval of the committee, the Chair 
orders and directs the witness to answer the question. 

Mr. DrVarco. I decline to answer that question. 

Mr. Kennepy. And isn’t it correct that your associate in that 
company is Carlo Coleanni, who is a business agent for the Barbers’ 
Union in Chicago? 

Mr. DrVarco. I decline to answer that question, sir. 

Mr. Kennepy. Could you tell us why you got into that? 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. Is that how shakedowns are received, through the 
sale of the meat to these restaurants and night clubs in Chicago? 

Mr. DrVarco. I decline to answer that question, sir. 

Mr. Kennepy. And according—— 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 
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Mr. DiVaxco. I decline to answer that question. 

Mr. Kennepy. According to information that we also have, you 
were connected with the Valentino’s Restaurant at 16 East Ohio 
Street, Chicago. 

Mr. DiVarco. I decline to answer that question. 

Mr. Kennepy. That restaurant closed down very recently. Is 
that right? 

Mr. DrVarco. I decline to answer that question, sir. 

Mr. Kennepy. Mr. Cerone, we also understand that you were 
connected with the trade association that was to work with unions 
that was formed in 1952 and 1953. Is that correct? 

Mr. Cerone. I decline to answer on the grounds it may tend to 
incriminate me. 

Mr. Kennepy. Are you also known as Skippy, Mr. Cerone? 

Mr. Cerone. I decline to answer that on the grounds it may tend 
to incriminate me. 

Mr. Krennepy. Is your brother known as Skippy? 

Mr. Crrone. I decline to answer. 

Mr. Kennepy. We understand that you are the former chauffeur 
and the bodyguard for Tony Accardo, is that right? 

Mr. Cerone. I decline to answer. 

The CHarrMan. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerrone. I invoke the fifth amendment. 

The CHAIRMAN. Proceed. 

Mr. Kennepy. We understand you were present at the July 4th 
lawn parties in 1954 and 1955 for Tony Accardo, is that right? 

Mr. Cerrone. I invoke the fifth amendment. 

Mr. Kennepy. Could you tell us why John Lardino, of local 593, 
came to those parties? 

Mr. Cerrone. IJ invoke the fifth amendment. 

Mr. Kennepy. And Maurice Timpanaro, who is secretary-treasurer 
of local 88 of the Cooks Union was at the 1954 party? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. Why do these union officials go to these parties? 

Mr. Crrone. I invoke the fifth amendment. 

Mr. Kennepy. Also Joey Glimco, of course, of local 777 of the 
Teamsters was present, was he not? 

Mr. Crrone. I invoke the fifth amendment. 

Mr. Kennepy. He has been very close to all you people, has he not? 

You are very close friends with Joey Glimco? 

Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. Then in 1955, Louis Nadia, secretary-treasurer 
of local 450, was at Accardo’s home at the same time you were there, 
on the 4th of July party, is that correct? 

Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. What about the 1958, 4th of July party, Mr. 
Cerone? Can you tell us about that? 

Mr. Crrone. [| invoke the fifth amendment. 

Mr. Kennepy. Is it true that the 4th of July party in 1958 was not 
beld at Mr. Accardo’s home but was held at your home? 

Mr. Cerrone. [| invoke the fifth amendment. 

Mr. Kennepy. We have investors that went out to your home 
that evening at 2000 North 77th Avenue, Elmwood Park, Ill. And 
you had a party the 4th of July, did you not? 
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Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. We found Mr. Accardo’s car parked outside your 
residence. Was Mr. Accardo attending your party? 

Mr. Cerone. I invoke the fifth amendment. 

The CuarrMAN. Are you ashamed of your guests? Are you afraid 
that the mentioning of their names might incriminate you? 

Mr. CEeROongE. ] honestly believe that it may tend to mcriminate me. 

The CHAIRMAN. Sir? 

Mr. Cerone. I invoke the fifth amendment. 

The CHArRMAN. You said you honestly believed something. 

Mr. Cerone. I decline to answer for I honestly believe that my 
answer may tend to incriminate me. 

Mr. Kennepy. I might say on April 23, 1958, Mr. Chairman, when 
we went out to try to subpena Mr. Tony Accardo at his home, we 
found Mr. Cerone’s automobile in his driveway. 

You were visiting with him that night, Mr. Cerone? 

Mr. Cerrone. I invoke the fifth amendment. 

Mr. Kennepy. We also found that the automobile of John Lardino, 
administrative director of local 593, was at your home on the 4th of 
July. 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. And Willie “Smokes” Aloisio, well-known syadicate 
gambler was also there? 

Mr. Cerone. | invoke the fifth amendment. 

Mr. Kennepy. And a girl friend of Rocco Fishetti was also present? 

Mr. Cerrone. I invoke the fifth amendment. 

Mr. Kennepy. And Joseph Maita, is that correct? 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. He is the one that owns the pink Oldsmobile, is he 
not, that was used by Tony Accardo and Paul Ricca at Claude 
Maddox’ funeral? 

Mr. Crrone. I invoke the fifth amendment. 

Mr. Kennepy. That is the information we have. Is it correct? 

Mr. Cerone. I decline to answer. 

(At this point, Senator Goldwater withdrew from the hearing room.) 

Mr. KENNEDY. We have information that you are associated with 
the Premium Beer Sales, Inc. 

Mr. Cerone. I decline to answer. 

The Charrman. The Chair, with the approval of the committee, 
orders and directs you to answer the question. 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. This is the organization, the company, Mr. Chair- 
man, that Mr. Accardo listed as a source of $40,000 income in 1955. 

The CuarrMan. Is that a legitimate business? 

Mr. Cerone. Are you speaking to me, Senator? 

The CuarrMan. I am looking at you and speaking to you. 

Mr. Cerone. I invoke the fifth amendment. 

Mr. Kennepy. The 1956 credit report is rather interesting. It 
shows the owner to be Henry Morgan of Libertyville, Ill. 

This is the one we say Mr. Accardo is connected with and Mr. 
Cerone is connected with. Yesterday when Mr. Greenfield was asked 
the name of just one tavern owner that had approached him and told 
him about the fact that he had been shaken down, the only name he 
could come up with was Mr. Henry Morgan. 
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Could you explain that to us? 

Mr. Creronz. I invoke the fifth amendment. 

Mr. Kennepy. None of you want to say anything? Do you want 
to say anything, Mr. Prio? 

Mr. Prio. I decline to answer that. 

Mr. Kennepy. How about you, Mr. Cerone? 

Mr. Crrone. I decline to answer. 

Mr. Kennepy. Mr. DiVarco? 

Mr. DrVarco. I decline to answer. 

The CuHarrMANn. What is it you are declining to answer? 

Do you know? 

Mr. Prio. I decline to answer that, also. 

The CuarrMAN. You decline to answer whether you know what 
you are declining to answer or not declining to answer? 

Mr. Prio. I decline to answer that also. 

The Cuarrman. Are there any further questions? 

Senator Curtis? 

Senator Ervin? 

Mr. Kennepy. That is all. 

Senator Curtis. I would like to have a statement, very brief, 
about the connection of these men to unions or trade associations or 
management-labor relations at this point in the record. 

Mr. Kennepy. No. 1, the 1952-53 operation that we had testimony 
about yesterday, where these two trade associations were being 
created, the liquor association and a restaurant association, which 
was to be backed by the syndicate, that was to use the labor unions 
as an enforcement ari. 

It is the same matter that I mentioned this morning. ‘These three 
individuals were to be associated with that. Their names were 
mentioned in connection with this operation. That would be No. 1. 

Again, as I said this morning, this is an extremely important kind 
of operation, because it is similar to the kind of operations that we 
have seen in other sections of the country. 

No. 2, these individuals have all had, the three of them, close 
associations with certain union officials in the Chicago area. 

No. 1, Joey Glimco; No. 2 would be Johnny Lardino. And there 
have been others that I have mentioned here in the course of the 
record. What we are investigating is the infiltration of criminals and 
hoodlums into legitimate businesses, possibly for use as fronts, and into 
labor organizations and the perversion of labor organizations, which 
are supposed to be for the use of the employees, the workers, by people 
such as this to advance their own well being and their own incomes, 
tnd without any interest whatsoever in the union members. 

Of course, it exploits the members of the union, and for the exploita- 
tion of businesses. We have found that it is a million-dollar shake- 
down going on throughout the United States in which these men 
participate. 

The CuarrmMan. Each of you will remain under your present sub- 
pepa. You will be under recognizance to reappear and testify before 
the committee at such time as it may desire further testimony from 
you, with reasonable notice of the time and place of the committee 
hearing being given to you. 

Do you accept such recognizance? 


Mr. Paro. I do. 
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Mr. DiVarco. Yes. 
F Mr. Cerone. Yes. 
" The CuarrMan. You understand reasonable notice. We will send 
you a telegram to your home address. Did each of you give us your 
home address? 

Mr. Prio. Mine is 1721 Sunset Ridge, Glenview, IIl. 

Mr. Cerone. 2000 North 77th Avenue, Elmwood Park, Ill. 

Mr. DiVarco. 4275 Jarvis. 

The CuHarrMan. Is that in Illinois? 

Mr. DrVarco. I decline to answer that question. 

The CuarrmMan. You decline to state whether you are in the State 
of Illinois or not? 

(The witness conferred with his counsel.) 

The CHarrMan. It just shows how ridiculous these people of this 
character resort to the device of the fifth amendment solely for pur- 
poses of obstructing the orderly processes of government. 

Is there anything further? 

Before you leave, the Chair will give the instructions to the staff 
to prepare the necessary papers for you to be cited for contempt of 
the United States Senate. I am confident that the committee will 
weigh that carefully, and if it should propose a resolution to the 
Senate for you to be cited for contempt, I am also reasonably confident 
the Senate will act favorably on it. 

I hope that your cases, if it develops as I hope it will, I hope these 
cases, some of them at least, will go to the Supreme Court of the 
United States. 

Then we can determine once and for all whether the law and order 
of this country and decent society can be undermined and destroyed 
by the tactics you folks employ. 

You are excused for the present. 

Call the next witness. 

O 















Calendar No. 2317 


851rH ConGrReEss } SENATE REPORT 
ed Session No. 2272 






























PROCEEDINGS AGAINST SAM BATTAGLIA FORICON OR, 
OF THE SENATE OE MICHi 


Avuausr 8, 1958.—Ordered to be printed MAIN 
READING ROOM 


Mr. McCueixan, from the Senate Select Committee* on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany S. Res. 368] 


The Senate Select Committee on Improper Activities in the Labor 
or Management Field, created and authorized by Senate Resolution 
74 agreed to January 30, 1957, as amended by Senate Resolution 88 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221 agreed to 
January 29, 1958, of the 85th Congress, 2d session; and under the 
Rules of Procedure adopted by the committee on February 5, 1957, 
and under the Standing Rules of the Senate, caused to be issued a 
subpena to Sam Battaglia, which was duly served on him on July 3, 
1958. Said subpena directed Sam Battaglia to appear forthwith 
before the committee at their committee room, Senate Office Building, 
Washington, D. C., and then and there to testify relative to the 
subject matter under consideration by the said Senate Select Com- 
mittee on Improper Activities in the Labor or Management Field. 

The subpena served upon the said Sam Battaglia is set forth as 
follows: 

Unrrep Srates OF AMERICA 


CONGRESS OF THE UNITED STATES 


To Sam “Teers” Barracuia, Chicago, Illinois, Greeting: 

Pursuant to lawful authority, you are hereby commanded 
to appear before the Senate Select. Committee on Improper 
Activites in the Labor or Management Field of the Senate 
of the United States, Forthwith, at their committee room, 
101 Senate Office Building, Washington, D. C., then and 
there to testify what vou may know relative to the subject 
matters under consideration by said committee. 


20008 


> PROCEEDINGS AGAINST SAM BATTAGLIA 


Produce for the period January 1, 1950, to date all per- 
sonal records relating to bank accounts (checking and sav- 
ings), deposit tickets, brokerage accounts, bank statements, 
cancelled checks, check stubs, records of securities and other 
assets purchased and liquidated during period 1950 to date, 
correspondence file relating to bank accounts, saving and 
checking and other assets, and all other correspondence 
files. 

Hereof fail not, as you will answer your default under the 
pains and pen: altie 's in such cases made and provided. 

To to serve and return. 

Given under my hand, by order of the committee, this ist 
day of June, in the year of our Lord one thousand nine hun- 
dred and 58. 

(Signed) Joun L. McCuiexuan, 
Chairman, Senate Select Committee on Improper 
Activities in the Labor or Management Field. 

JULY 3RD, 1958. 

I made service of the within subpe na by service the within- 
named Sam Battaglia through his attorney, Mr. Richard 
Gorman, at Foley’s Rest., W. Madison St., Chicago, Ill., at 
7:40 p. m. o'clock on the 3rd day of July L958. 


(Signed) James P. Kenny. 


Sam Battaglia appeared and testified before the committee pursuant 
to the aforementioned subpena, at hearings held July 11, 1958, in 
Washington, D. C. 

The said Sam Batt: aglia, having appeared as a witness and having 
been asked certain questions, which questions were pertinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 11, 1958, which record is made a part hereof. 
Excerpts of this testimony and relevant documents are annexed 
hereto and designated as ‘‘F xhibit 1.” 

The committee was conducting hearings relative to gangster 
infiltration into labor organizations in the Chicago, Ill, area. The 
chairman has stated in public sessions of the committee: 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth amendment 
privilege, when a citizen of this country takes a position that 
he can’t acknowledge that fact without the possibility of 
being incriminated or cannot tell the date or the place of 
of his birth, if he was born in this country, without possible 
self-incrimination. 


Sam Battaglia was asked questions concerning his citizenship. 
He refused to answer on the ground that the answers might tend to 
incriminate him. 

It is the committee’s contention that the constitutional privilege 
to refuse to answer should be made in good faith. The witness 
repeatedly refused to state, under oath, whether he honestly believed 
that a truthful answer would tend to incriminate him. 

The legitimate legislative purpose behind such oe is clear. 
The chairman, during the course of these hearings, in discussing the 
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inroads made by criminals in both labor organizations and manage- 
ment associations, stated: 


We are trying to determine whether that infiltration is 
by citizens who owe an obligation to this country or if it is 
by people in some instances who are not citizens of this 
country who are taking advantage of their presence here to 
engage in improper practices and even criminal acts to 
exploit the American citizen and to prey upon innocent 
people in this country. 


Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be allevi- 
ated. Ifitdevelops that they are being engaged in, in the main, 
by people who are not citizens of the United States, one of 
the ways to correct the situation is to tighten up the depor- 
tation proceedings and to expedite them. So a question is 
most pertinent and most relative which directs itself to the 
—e of whether or not the man on the witness stand is a 
citizen of the United States, and, as such, entitled to live 
here, vse regardless of any crimes he may commit. If he is 
not a citizen of the United States, he is subject to deportation 
if he is involved in criminal activities. 


Senator Curtis, in discussing the legislative purposes on questions 
concerning citizenship, stated: 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to con- 
sider the question of whether or not they should, by law, 
provide that union officers and agents must be citizens. 
Any information that we can provide in these hearings on 
that serves a definite legislative purpose, and is very much 
pertinent to our inquiry, and would in no way incriminate 
the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was thus prevented from 
receiving pertinent testimony concerning the matters under inquiry. 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requir- 
ing the United States attorney for the District of Columbia to proceed 
against the said Sam Battaglia in the manner and form prescribed by 
law. 








4 PROCEEDINGS AGAINST SAM BATTAGLIA 


EXHIBIT 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


Unirep Sratses SENATE, 
SeLect ComMITTes ON ImprRopER ACTIVITIES 
IN THE LABOR OR MNAGEMENT FIELD, 
Washington, D. C., Friday, July 11, 1958. 

The select committee met at 10 a. m., pursuant to Senate Resolu- 
tion 74, agreed to January 30, 1957, in the caucus room, United 
States Senate, Senator John L. McClellan (chairman of the select 
committee) presiding. 

Members of the select committee present: Senator John L. Me- 
Clellan, Democrat, Arkansas; Senator John F. Kennedy, Democrat, 
Massachusetts; Senator Sam J. Ervin, Jr., Democrat, North Carolina; 
Senator Barry Goldwater, Republican, Arizona; Senator Karl E. 
Mundt, Republican, South Dakota; Senator Carl T. Curtis, Repub- 
lican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; LaVern J. Duffy, 
investigator; James P. Kelly, investigator; James Mundie, inves- 
tigator; Ruth Young Watt, chief clerk. 

The CHairMan. The committee will be in order. 

(Members of the committee present atl the convening of the session 
were Senators McClellan and Ervin.) 

The CHAIRMAN. Before we proceed with the next witness, the 
Chair will announce that we have information that both in Detroit 
and in Chicago efforts are being made to intimidate witnesses or some 
of the witnesses that are under subpena to come before this com- 
mittee and testify. The committee has requested, and the FBI has 
promptly responded, an investigation to get on these cases imme- 
diate ly. 

I have heretofore said, and I repeat that in my judgment any such 


act or any attempt to intimidate, coeree, or thre aten a witness under 
subpena by this committee is an act in contempt of the United 
States Senate. If we can apprehend those who are guilty of it, we 


will deal with them in that fashion. 

] think also they would be guilty of an attempt or conspiracy to 
obstru et justice and to obstruct due process ot the Senate. | am 
hopeful the FBI will be suecessful in discovering those who may be 
engaged in such activity and that we will be able to bring them to 
justice and that they will receive proper punishment for their offense. 

All right, is there anything further? 

Mr. Kennepy. | might add, that there were two separate occasions 
in the past week in Detroit, and one mstance in Chicago on a witness 
who is to appear early next week, and two witnesses to appear in our 
Detroit hearings which will start within the next several weeks. 

The Carman. I don’t know how you would need any stronger 
evidence to convince one that the underworld element is operating in 
a fashion that threatens and endangers the security of our country. 
I am hopeful that these hearings will continue to reveal their activities, 
particularly as they infiltrate into business and labor organizations 
and that as a result we will be able to legislate in this field so as to 
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prevent where it is possible to do so, such action and to punish those 
who may be guilty of such conduct. 

Call the next wie. 

Mr. Kennepy. Mr. Sam Battaglia. 

The CuarrMan. Is the witness present? 

Mr. Keunnepy. I believe the lawyer said that he was present. 

The CuarrMAN. You do solemly swear that the evidence, given 
before this Senate select committee, shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Barraauia. I do. 


TESTIMONY OF SAM BATTAGLIA OF 1114 NORTH RIDGELAND 
AVENUE, OAK PARK, ILL, 


The CHAIRMAN. State your name and your place of residence and 
ee business or occupation. 

Batraciia. My name is Sam Battaglia; I live at 1114 North 
ideal’ Avenue, Oak Park, Ill. 

The CuarrmMan. What is your business or occupation? 

Mr. Barraauia. I refuse to answer on the ground that my answer— 
wait a while—I refuse to answer on the ground that my answer may 
tend to incriminate me. 

The Cuarrman. Do you have counsel? 

Mr. BarraGcuia. I am appearing without counsel. 

The CHarrMan. Do you waive counsel, then? 

Mr. Barraa.ia. Yes, sir. 

The CHatrMan. I suggest you change that word “refuse, 
“decline.” 

Mr. Barraautia. I decline. 

The CuatrrmMan. Will you make that change as you read your 
statement? 

Mr. Barraauia. I don’t understand. 

The CHarrman. I said instead of using the word ‘“‘refuse,’’ will you 
say you decline? 

Mr. Barraauia. Do I have to do that? 

The CHarrMAN. Well, you may have to. I think “decline” shows 
a little more respect for your Government, don’t you? 

Mr. Barracura. Okay, decline then. 

The CHatrMan. Proceed. 

Mr. Kennepy. Could you tell us, Mr. Battaglia, a little bit about 
your background as to where you were born? 

Mr. Barraautia. I decline to answer on the ground that that may 
tend to incriminate me. 

Mr. Kennepy. Just where you were born, Mr. Battaglia. Can’t 
you tell us that? 

Mr. Barraauia. I answered already. 

Mr. Krennepy. I am asking you again to reconsider your answer. 
Could you tell us where you were born, and the date of it? 

Mr. Barraa.ia. I answered it. 

Mr. Kennepy. No; I would like to have you reconsider it and 
what is your answer on reconsideration of my question? 

Mr. Barraatta. I answered it. 

Mr. Kennepy. You haven’t answered this question. I want to 
have the date and the place of your birth. 


”? 
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Mr. Barraciia. I decline to answer on the ground that that may 
tend to incriminate me. 

Mr. Kennepy. You were born in Chicago, were you, in 1909, is 
that correct? 

The CHarrMAN. Let the Chair make a record here, please. We 
are going to test out some of these instances. The Chair will ask 
you the question, Where were you born? 

Mr. Barracura. I refuse to answer—decline to answer on the 
eround that that may tend to incriminate me. 

The CuHarrmMan. With the permission of the committee, with its 
approval, the Chair orders and directs you to answer the question. 

Mr. Barraauia. I answered it. 

The CuartrMan. Is that your answer? 

Mr. BatraGuia. Yes, sir. 

The CHatrMan. You understand that you are being ordered and 
directed by this committee to answer the question as to where you 
were born? 

Mr. Barraatta. I just told you where I was born. 

The Cuarrman. You did? 

Mr. Barraattia. I just told you. 

Mr. Kennepy. Is that correct? 

Mr. Barraaiia. I answered the question. 

The CuatrMan. Now, I asked you the question and I have ordered 
and directed you to answer, and state where you were born. 

Mr. BatraGuia. I answered it. 

The CuarrMan. Is that your answer? 

Mr. Barraauia. Yes, sir. 

The CuatrMan. That is not an answer. That answer will not be 
accepted. Do you still refuse to answer? 

Mr. Barractuia. I answered it. 

The CuarrMan. I said do you still refuse to answer and state to this 
committee where you were born? 

Mr. BarraGuia. I answered it. 

The CuatrMan. Is that the answer you want to give? 

Mr. Barraa.ia. Yes, sir. 

The CuarrMan. Your answer is that you refuse or decline on the 
ground that to answer it might tend to incriminate you? 

Mr. Barraauia. Yes, sir. 

The CuarrMan. Do you honestly believe if you told this committee 
where you were born that a truthful answer to that question might 
tend to incriminate you? 

Mr. Barracira. One answer leads to another, and I am _ not 
answering. 

The Cuarrman. I asked you if you honestly believed that if you 
gave a truthful answer to the question, where were you born, that a 
truthful answer might tend to incriminate you? 

Mr. Barraautia. I answered it. 

The CHarRMAN. You haven’t answered this question and with the 
approval of the committee, the Chair orders and directs you to 
answer the question as to whether you honestly believe that if you 
gave a truthful answer to the question, where were you born, that a 
truthful answer might tend to incriminate you? 

Mr. Barraauia. I answered it. 
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The CuarrMan. You have not answered it, and the Chair holds 
you have not answered it, and you are under orders and direction of 
the committee to answer it. 

Mr. Barrac.ia. I just told you, I read this off this paper and I 
answered you. 

The CuatrMAn. You haven’t read off that paper when I asked 
you if you honestly believe. 

Mr. Barraciia. I refuse to answer on the ground it may tend to 
incriminate me. Does that answer your question now? 

The CuarrmMan. That doesn’t. 

Mr. Barraariia. That is my answer. 

The Cuatrman. All right, let the record stand. Proceed, Mr. 
Kennedy. 

Mr. K ENNEDY. Tell us a little bit about your background, Mr. 
Battaglia: How many times have you been arrested? 

Mr. Barracuta. I refuse to answer on the ground that it may tend 
to incriminate me. 

Mr. Kennepy. Have you ever been arrested? 

Mr. Barracura. I refuse to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. We have probably an incomplete record here, but 
it shows that you have been arrested 23 times; is that correct? 

Mr. Barraauia. I refuse to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And you have eight convictions; is that correct? 

Mr. Barraatra. I refuse to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Is that a complete record? 

Mr. BarraG.ta. | refuse to answer on the ground—— 

The CHarrmMan. The Chair, with the approval of the committee, 
orders and directs you to use the word “decline,” instead of “refuse.” 

Mr. Barraaiia. All right, decline. 

The CuarrmMan. Can you say it with any more contempt? 

Mr. Barraciia. What is the matter with refuse, that is a word too, 
isn’t it? 

The CHarRMAN. Proceeed. 

Mr. Kennepy. As we understand it, Mr. Battaglia, your specialty 
is armed robbery, is that correct? 

Mr. BarraGuiia. I refuse to answer on the ground—on the ground 
it may tend ot incriminate me. 

Mr. Kennepy. That most of your arrests and convictions have been 
for armed robbery, isn’t that correct? 

Mr. Barrac.utia. I refuse to answer on the ground that it may tend 
to incriminate me. 

Mr. Kennepy. And you have been convicted 8 times, and on 3 of 
those occasions you served time in jail, is that right? 

Mr. Barracuia. I refuse to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. You are back on ‘‘refuse.”’ 

Mr. Barraciia. What is the other word? 

The Cuarrman. The other word is “‘decline,’’ and it is a little more 
respectful. 

Mr. Barractita. All right, decline. 

Mr. Krennepy. Now, did you know Estelle Carey? Did you know 
that young lady? 
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Mr. Barraauia. I decline to answer on the ground it might tend to 
incriminate me. 

Mr. Krennepy. Were you arrested in connection with Estelle Carey 
in 1943, in connection with her being bludgeoned and burned to death? 

Mr. Barraauia. I decline to answer on the ground that it may tend 
to incriminate me. 

Mr. Kennepy. You and Marshall Caifano at that time were ar- 
rested in connection with her murder? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Can you tell us anything about the murder of 
Estelle Carey? 

Mr. Barractia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Now, when you registered for the selective service 
back during early 1940’s, you gave as your address 4500 West Filmore 
as a place of employment. Now, that is the same address as Marshall 
Caifano, and could you tell us what you and Marshall Caifano were 
doing at that address? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Then tell us about Alexander Chase, could you tell 
us anything about him? 

Mr. Barraauia. I decline to answer on account it may tend to 
incriminate me. 

Mr. Kennepy. You were also arrested in connection with his 
murder, were you not? 

Mr. Barraauia. I decline to answer on account it may tend to 
incriminate me. 

Mr. Kennepy. On October 3, 1945, you were arrested in connec- 
tion with first-degree murder, were you not? 

Mr. Barracuia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Alexander Chase, and you were the last person 
with him, was found shot to death, on September 28, 1948, isn’t 
that right? 

Mr. Barracutia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. At the time of arrest you had $3,000 in cash in 
your pockets, isn’t that correct? 

Mr. BarraGuia. I decline to answer on account it may tend to 
incriminate me. 

Mr. Kennepy. And you gave your occupation as a gambler? 

Mr. BarraGuia. I decline to answer on account it may tend to 
incriminate me. 

Mr. Kennepy. What happened to that case, Mr. Battaglia? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me 

Mr. Kennepy. Now, our interest in you, Mr. Battaglia, is your 
relationship with Mr. James Weiberg, and Paul ‘‘Needle Nose’’ 
Labriola. Could you tell us anything about James Weinberg and 
Paul “Needle Nose’”’ Labriola? 

Mr. Barrage. I decline to answer on the ground it may tend to 
incriminate me. 
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Mr. Kunnepy. Did you know “Needle Nose’”’ Labriola? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Did you know up until a few weeks ago, he had the 
longest arrest record in Chicago history, and it was recently broken; 
did you know that? 

Mr. Barraguia. I decline to answer on the ground it may tend to 
ineru ninate me. 

Mr. Kennepy. We understand you were contacted in connection 
with their setting up certain restaurant liquor associations in Chicago, 
is that correct? 

Mr. Barraauia. | decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kunnepy. That you were considered to be the dominant factor 
in West Side gambling, and narcotics operation, and considered the 
head man in West Side Chicago under Sam ‘‘Mooney”’ Giancana; is 
that correct? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And that you have Leonard Patrick and “Willy” 
Block reporting to you; is that correct? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Keznnepy. Now, when Labriola and Weinberg were making 
arrangements for se tting up this association, they had to go or it was 
suggested that they get in touch with you, and the man in overall 
charge of it was Sam “Golfbag’’ Hunt, but that you were in charge 
of the West Side, is that correct? 

Mr. BarraGui. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And the man that they had to be solicited on the 
South Side was Bruno Roti, is that correct? 

Mr. Barraacuia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Do you have it submit into areas out there, Mr. 
Battagha? 

Mr. Barraguia. I decline to answer on the ground it may tend to 
incriminate me 

Mr. Kennepy. Now, according to the testimony yesterday, what 
developed was that the group of ‘‘Needle Nose’’ and Weinberg failed 
to get your permission when they moved in on the West Side, and so 
you became very angry, is that correct? 

Mr. Barraauia. 1 decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And because you got angry, Bruno Roti also with- 
drew his support from the South Side, is that right? ? 

Mr. Barraauta. I decline to answer on the eround it may tend to 
incriminate me. 

Mr. Kennepy. And you all work these things out together, do 
you, Mr. Battaglia, a little club among yourselves? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Did you know Eddie Morris, who is now serving 
time in the penitentiary out in Illinois? 
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Mr. Barraaiia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. He visited the office, and he talked about the 
situation, and the fact that Gussie Alex should be contacted, and he 
should be the one to bring peace between all of you. Now Guss Alex 
was a top hoodlum in Chicago, is he not? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And he is a close associate of yours? 

Mr. Barraatta. I decline to answer on the ground it may tend to 
incrininate me. 

Mr. Kennepy. And Mr. Battaglia, we located Mr. Alex out in 
Los Angeles about a month ago, and as we were coming to the hotel to 
subpena him, he left suddenly and we haven’t been able to find him 
since then. Would you help us by telling us where you think he 
might be? 

Mr. Barraeutia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Do you know where Mr. Giancana is, we are also 
looking for him? 

Mr. Barraauia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. You are not going to help the Government at all, 
Mr. Battaglia, you are not going to help the Government at all? 

Mr. Bartraeura. As much as I can. 

Mr. Kennepy. Will you tell us where ““Mooney”’ Giancana is? 

Mr. Barraatta. I decline to answer on the ground—wait awhile— 
I decline to answer on the ground that 1t may tend to incriminate me. 

Mr. Kennepy. What ways will you help the Government, you 
name some of the things that you will do, is there anything at all? 
What will you do? You suggest something. 

Mr. Barraauta. I ain’t suggesting anything. 

Mr. Kennepy. You suggest something. 

Mr. Barraeira. You are asking the questions. 

Mr. Kennepy. For instance, will you help us by telling us what 
business you are in? 

Mr. Barraatia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Will you tell us or help us by telling us some of 
your associates? You are a friend of Guss Alex, for instance? 

Mr. Barracria. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. You suggest something that you will help us on, 
and then we can move from that. Will you suggest something? 
Anything that you would do to help the Government, Mr. Battaglia, 
could you suggest something that you would do to heip the Gov- 
ernment? 

Mr. Barracuia. I am not suggesting anything. 

Mr. Kennepy. Nothing? 

Mr. Barraciia. You are asking the questions. 

Mr. Kennepy. Have you ever helped the Government in any way? 

Mr. Barracttia. I decline to answer on the ground it may tend to 
incriminate me. 

The CHarrMan. Are you an American citizen? 
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Mr. Barraattia. I decline to answer on the ground it may tend to 
incriminate me. 

The Cuarrman. Do you honestly believe if you gave a truthful 
answer to that question, that a truthful answer might tend to in- 
criminate you? 

Mr. Barraatuta. I decline to answer on the ground it may tend to 
incriminate me. 

The CuatrMan. With the approval of the committee, the Chair 
orders and directs you to answer the question, are you an American 
citizen? 

Mr. Barraaiia. I answered it. 

The CuarrmMan. You haven’t answered it, and you declined to 
answer it. 

Mr. Barraacuia. I decline to answer on the ground it may tend to 
incriminate me. 

The Cuarrman. The Chair also with the approval of the committee, 
orders and directs you to answer the question, do you honestly believe 
that if you gave a truthful answer to the question, are you an Ameri- 
can citizen, that such answer would tend to incriminate you? 

Mr. Barraaiia. I answered you. 

The CHarrMan. You haven’t answered, and I am ordering and 
directing you to answer the question. 

Mr. Barractta. I decline to answer on the ground it may tend to 
incriminate me. 

The CHarrman. All right, proceed. 

Mr. Kennepy. It was also suggested in these conversations in this 
office you were the one to make the approach to Lardino, to imsure 
that there was full cooperation, Johnny Lardino of local 593. This 
is in the organization of this restaurant and liquor association. Could 
you tell us about that? 

Mr. Barraattia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Do you know Johnny Lardino? 

Mr. Barracautia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. Now, can you tell us how this association was going 
to operate with the union according to the information developed 
yesterday the labor union was going to act as an enforcement arm for 
this association. Could you tell us about that? 

Mr. Barraatta. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And the association on the other hand was to be 
sort of a protective racket for some of you underworld figures, is that 
correct? 

Mr. Barraa.ia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. You were going to give protection to some of the 
restaurant and tavern owners in return for their payment to you? 

Mr. Barraautia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And the labor unions were to act as this enforce- 
ment arm, to cause strikes on taverns or restaurants who wouldn’t 
make payments to your association, is that right? 

Mr. Barraatta. I decline to answer on ‘the ground it may tend to 
incriminate me. 
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Mr. Kennepy. Now, some testimony yesterday was that you and 
the so-called young bloods, “Skippy” Cerone, and “Mooney’’Giancana, 
and Marshall Caifano were getting too big for your breeches and it 
was going to be necessary to cut you down to size. Could you tell us 
if that ever happened? 

Mr. Barraeura. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. You said you were going off and acting on your own 
without the permission of the syndicate. Is that right? 

Mr. Barracuta. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And then an instance was given where the kidnap- 
ing of Theodore Roe, during the attempt to kidnap Thedore Roe, 
Marshall Caifano’s brother was killed in the attempt. His name was 
“Fatty” Leonard, and is that right? 

Mr. Barraattia. I decline to answer on the ground it may tend to 
incriminate me. 

Mr. Kennepy. And because Roe had killed ‘Fatty’? Leonard when 
they were trying to kidnap him, Roe was later killed out in Chicago, 
is that correct? 

Mr. Barracuia. I decline to a 
to incriminate me. 

Mr. Kennepy. And according to the testimony yesterday , you were 
in on the job of killing Roe, is that correct? 

Mr. Barraauia. I decline to answer on the ground it may tend 
to incriminate me. 

Mr. Kennepy. Did you have anything to do with killing Roe? 

Mr. Barracuia. I decline to answer on the ground it may tend 
to incriminate me. 

Mr. Kennepy. Now, according to the information that we have 
from the Oak Park Police Department, Tony Accardo and Sam 
“Mooney” Giancana were frequent visitors at your home, is that 
correct? 

Mr. Barraauia. I decline to answer on the ground it may tend 
to incriminate me. 

The CuarrmMan. Are you married? 

Mr. Barraauia. I decline to answer on the ground it may tend 
to incriminate me. 

The CuHartrMaANn. Do you have any children? 

Mr. Barraatia. I decline to answer on the ground it may tend 
to incriminate me. 

The CHarrMAN. I was speaking of legitimate children, of course. 

Mr. Barraauia. I decline to answer on the ground it may tend 
to incriminate me. 

The Cuarrman. All right. 

Mr. Kennepy. Well, Mr. Chairman, this witness doesn’t want to 
seem to help much. 

The CuarrmMan. Are there any other questions? 

You will remain under your present subpena subject to being 
recalled for further testimony. Where can we notify you? 

Mr. Barracuia. At home. 

The CuarrmMan. Where is your home? 

Mr. Barracuia. 1114 North Michigan. 

The CuHarrMan. You will remain under your present subpena. 


nswer on the ground it may tend 
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Mr. Barraciia. You mean I can go home now? 

The CuarrMAN. Upon reasonable notice, you can expect to reappeal 
before the committee at such time and place as it may designate to 
give further testimony. 

Mr. Barraauia. Yes, sir. 

The CHatrRMAN. You will remain here for the remainder of the 
day, and we may want to recall you. 

Mr. Barraauia. All right. 

The CuatrMan. Do you agree to remain under the present subpena 
to return, do you? 

Mr. Barraaura. I have got to, you are telling me to stay here, and 
what do you want? 

The CHarrMAN. What is that? 

Mr. Barraauia. You are telling me to stay here? 

The CuatrMan. I said for the present, but when you are excused 
today, you will remain under the same subpena, and you agree to that, 
do you, and to return whenever the committee desires to interrogate 
you further? 

Mr. Barraauia. I suppose, I don’t know. 

The CHarrMan. What is that? 

Mr. Barracuia. | suppose. Am I supposed to agree to it? | 
don’t know. 

The CuatrMan. Well, we can put you under another subpena 
right now, if you want to do that. 

Mr. Barraauia. I will agree. 

The CuatrMan. You will agree? 

Mr. Barraauia. Yes, sir. 

The CHatrMAN. Very well. 

Mr. Barraauia. Yes. 

The Cuarrman. All right, stand aside. 


O 
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Mr. McC Letvan, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 
[To accompany 8S. Res. 369] 


The Senate Select Committee on Improper Activities in the Labor 
or Management Field, created and authorized by Senate Resolution 
74 agreed to January 30, 1957, as amended by Senate Resolution 88 
agreed to February 7, 1957, of the 85th Conzress, Ist session, and 
further extended and authorized by Senate Resolution 221 agreed to 
January 29, 1958, of the 85th Congress, 2d session; and under the 
rules of procedure adopted by the committee on February 5, 1957, 
and under the Standing Rules of the Senate, caused to be issued a 
subpena to Marshall Caifano, which was duly served on him on 
July 5, 1958. Said subpena directed Marshall Caifano to appear 
forthwith before the committee at their committee room, Senate 
Office Building, Washington, D. C., and then and there to testify 
relative to the subject matter under consideration by the said Senate 
Select Committee on Improper Activities in the Labor or Manage- 
ment Field. 

The subpena served upon the said Marshall Caifano is set forth as 
follows: 


Unitep States oF AMERICA 
CONGRESS OF THE UNITED STATES 


To MarsHaut Cairano, Chicago, Ill., Greeting: 

Pursuant to lawful authority, you are hereby come 
manded to appear before the Senate Select Committee on 
Improper Activities in the Labor or Management Field of 
the Senate of the United States, forthwith, at their com- 
mittee room 101, Senate Office Building, Washington, D. C., 
then and there to testify what you may know relative to the 
subject matters under consideration by said committee, and 


20008 








2 PROCEEDINGS AGAINST MARSHALL CAIFANO 


produce your personal records for the period January 1, 
1950, to date, relating to bank accounts (checking and 
savings), deposit tickets, brokerage accounts, bank state- 
ments, canceled checks, check stubs, records of securities and 
other assets purchased and liquidated during period 1950 to 
date, correspondence file relating to bank accounts, saving 
and checking and other assets, and all other correspondence 
files. 

Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 

To to serve and return. 

Given under my hand, by order of the committee, this 15th 
day of May in the year of our Lord one thousand nine hundred 
and fifty-eight. 

(Signed) Joun L. McCue ian, 
Chairman, Senate Select Committee on Improper 
Activities in the Labor or Management Field. 
JuLY 5, 1958. 

I made service of the within subpena by residence service 
the within-named Marshall pops at 415 Aldine Street, 
Chicago, Ill., apartment 6—D at 7:30 p. m., on the 5th day of 


July 1958. 
(Signed) James P. Ketty. 


Marshall Caifano appeared and testified before the committee pur- 
suant to the aforementioned subpena, at hearings held July 11, 1958, 
in Washington, D. C 

The said Marshall Caifano, having appeared as a witness and having 
been asked certain questions, w hich questions wer2 pertinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 11, 1958, which record is made a part hereof. 
Excerpts of this testimony and relevant documents are annexed hereto 
and designated as ‘“‘Exhibit 1.” 

The committee was conducting hearings relative to gangster infil- 
tration into labor organizations in the Chicago, Ill., area. The chair- 
man has stated in public sessions of the committee: 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth-amendment 
privilege, when a citizen of this country takes a position that 
he can’t acknowledge that fact without the possibility of 
being incriminated or cannot tell the date or the place of his 
birth, if he was born in this country, without possible self- 
incrimination. 


Marshall Caifano was asked questions concerning his citizenship. 
He refused to answer on the ground that the answers might tend to 
incriminate him. 

It is the committee’s contention that the constitutional privilege to 
refuse to answer should be made in good faith. The witness re- 
peatedly refused to state, under oath, whether he honestly believed 
that a truthful answer would tend to incriminate him. 

The legitimate legislative purpose behind such questions is clear. 
The chairman, during the course of these hearings, in discussing the 
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inroads made by criminals in both labor organizations and manage- 
ment associations, stated: 


We are trying to determine whether that infiltration is by 
citizens who owe an obligation to this country or if it is by 
people in some instances who are not citizens of this country 
who are taking advantage of their presence here to engage in 
improper practices and even criminal acts to exploit the 
American citizen and to prey upon innocent people in this 
country. 

Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be allevi- 
ated. If it develops that they are being engaged in, in the 
main, by people who are not citizens of the United States, 
one of the ways to correct the situation is to tighten up the 
deportation proceedings and to expedite them. So a question 
is most pertinent and most relative which directs itself to the 
question of whether or not the man on the witness stand is a 
citizen of the United States, and, as such, entitled to live here, 
and regardless of any crimes he may commit. If he is not a 
citizen of the United States, he is subject to deportation if he 
is involved in criminal activities. 


Senator Curtis, in discussing the legislative purposes on questions 
concerning citizenship, stated: 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to consider 
the question of whether or not they should, by law, provide 
that union officers and agents must be citizens. Any infor- 
mation that we can provide in these hearings on that serves 
a definite legislative purpose, and is very much pertinent to 
our inquiry, and would in no way incriminate the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was thus prevented from 
receiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requir- 
ing the United States attorney for the District of Columbia to proceed 
against the said Marshall Caifano in the manner and form prescribed 
by law. 
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ExHIRIT 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


Unitep States SENATE, 
SELECT COMMITTEE ON IMPROPER ACTIVITIES, 
IN THE LABOR, OR MANAGEMENT FIELD, 
Washington, D. C., Friday, July 11, 1958. 

The select committee met at 10 a.m., pursuant to Senate Resolution 
74, agreed to January 30, 1957, in the caucus room, United States 
Senator John L. McClellan (chairman of the select committee) 
presiding. 

Members of the select committee present: Senator John L. MeClel- 
lan, Democrat, Arkansas; Senator John F. Kennedy, Democrat, 
Massachusetts; Senator Sam J. Ervin, Jr., Democrat, North Carolina: 
Senator Barry Goldwater, Republican, Arizona; Senator Karl E. 
Mundt, Republican, South Dakota; and Senator Carl T. Curtis, 
Republican, Nebraska. 

Members of the professional. staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; LaVern J. Duffy, 
investigator; James P. Kelly, investigator; James Mundie, investi- 
gator; and Ruth Young Watt, chief clerk. 

The CHarrMANn. The committee will be in order. 

(Members of the committee present at the convening of the session 
were: Senators McClellan and Ervin.) 

The CHarrMaNn. Before we proceed with the next witness, the 
Chair will announce that we have information that both in Detroit 
and in Chicago efforts are being made to intimidate witnesses or some 
of the witnesses that are under subpena to come before this committee 
and testify. The committee has requested and the FBI has promptly 
responded, an investigation to get on these cases immediately. 

I have heretofore said, and I repeat that in my judgment any such 
act or any attempt to intimidate, coerce, or threaten a witness under 
subpena by this committee is an act in contempt of the United States 
Senate. If we can apprehend those who are guilty of it, we will deal 
with them in that fashion. 

I think also they would be guilty of an attempt or conspiracy to 
obstruct justice and to obstruct due process of the Senate. I am 
hopeful the FBI will be successful in discovering those who may be 
engaged in such activity and that we will be able to bring them to 
justice and that they will receive proper punishment for their offense. 

All right, is there anything further? 

* * * * * 

Page 1425. 

At this point, the following members were present: Senators 
McClellan and Ervin.) 


* - « * * * a 
Page 1431. 
(At this point, Senator Kennedy and Senator Curtis entered the 
hearing room.) 


* * « * * * 
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(Discussion off the record.) 

The CuarrmMan. Back on the record. 

Call the next witness. 

Mr. Krnnepy. Mr. Marshall Caifano. 

The CHarrMan. Come forward, Mr. Caifano. 

While the witness is coming, I will read the balance of the letter 
that Mr. Duffy was reading when he was testifying. It says: 

It has become apparent to me that the responsibilities and decisions to be made 
in behalf of your association and its members require the full time and attention 
of myself or any other person in order to completely and competently solve the 
many issues which arise. As you know, I have been practicing law for the past 
25 vears, and am confronted with many legal problems and decisions to be made 
in behalf of my clientele, all of which require considerable time and effort on 
my part. In view of the established practice which I have enjoyed for many 
years, I feel it my duty to continue serving these clients without interruption. 

Again assuring you that it has been a pleasure to be of service to your splendid 
organization, I remain, . 

Sincerels yours, 
ANTHONY V. CHAMPAGNE. 

Will you be sworn, please? You do solemnly swear the evidence 
you shall give before this Senate select committee shall be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Carrano. I do. 


TESTIMONY OF MARSHALL CAIFANO, CHICAGO, ILL. 


The CHAIRMAN. State your name, your place of residence, and 
your business or occupation. 

Mr. Carrano. Marshall Caifano, 415 Aldine, Chicag», Ill. 

The CHarrMAN. What is your business or occupation, please? 

Mr. Carrano. I decline to answer on the ground that my answer 
may tend to incriminate me. 

The CuarrMan. Do you have an attorney? 

Mr. Carrano. No, sir. 

The CuairMan. Do you waive counsel? 

Mr. Carrano. Yes, | waive counsel. 

The CuatrMan. All right, sir. 

You state that you cannot answer as to your business or occupa- 
tion because you think it may tend to incriminate you? 

Mr. Carrano. I decline to answer. 

The CuHairmMan. The Chau will ask you this question: Do you 
honestly believe that if you gave a truthful answer to the question 
of “What is your business or occupation?” that a truthful answer to 
the question might tend to incriminate you? 

Mr. Carrano. I decline to answer the question because it tends to 
incriminate me. 

The CuarrMAN. I am asking you if you honestly believe that it 
might tend to incriminate you if you answered the question truthfully 
and told us your business or oceupation? 

Mr. Camano. I decline to answer. 

The CuarrmMan. You decline to say, do you, whether you honestly 
believe that it might tend to incriminate you? 

Mr. Carano. Yes, I decline to answer on the grounds that it may 
tend—that my answer may tend to incriminate me. 

The Cuairman. The Chair, with the approval of the committee, 
orders and directs you to answer the question: Do you honestly be- 
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lieve that if you answered the question and told the committee what 


is your present occupation or business, that a truthful answer might 


tend to incriminate you? 

Mr. Carrano. I decline to answer on the grounds—— 

The CuarrMan. The order for you to answer the question will 
stand. Where were you born? 

Mr. Carrano. I decline to answer. 

The CuarrmMan. You are ordered and directed to answer the 
question. 

Mr. Carrano. I decline to answer on the grounds that my answer 
to that question may tend to incriminate me. 

The CHarrMan. Do you honestly believe that if you gave a truthful 
answer to the question and told the committee where you were born, 
that a truthful answer, or that information, might tend to incriminate 
you? 

Mr. Carano. I deoline to answer that on the grounds that the an- 
swer to that question may tend to incriminate me. 

The Cuarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. 

Mr. Carrano. I decline to. 

The CHarrMAN. Are you a citizen of the United States? 

Mr. Carrano. I decline to answer that question because my answer 
may tend to incriminate me. 

The CuarrMan. Do you honestly believe that if you answered the 
question truthfully “Are you a citizen of the United States?” that a 
truthful answer to that question might tend to incriminate you? 

Mr. Carrano. I decline to answer that on the grounds that my 
answer may tend to incriminate me. 

The CHarrMAN. With the approval of the committee, the Chair 
orders and directs you to answer the question: Are you a citizen of 
the United States? 

Mr. Carrano. I decline to answer. 

The CuHarrMANn. With the approval of the committee, the Chair 
orders and directs you to answer the question: 

Do you believe, honestly believe, that if you gave a truthful answer 
to the question “Are you a citizen of the United States?” that a truth- 
ful answer to the question might tend to incriminate you? 

Mr. Cairano. I decline to answer that question. 

The CuarrmMan. The order of the committee for you to answer the 
question stands. 

Proceed, Mr. Kennedy. 

Senator Curtis. Mr. Chairman? 

The CHarrMAN. Senator Curtis. 

Senator Curtis. Were you served with a subpena to come here and 
testify? 

Mr. Carrano. I decline to answer. 

Senator Curtis. All I am asking you is: Were you served with a 
paper that ordered you to come here? 

Mr. Carrano. I decline to answer. 

Senator Curtis. No, no; I am not asking you to give any informa- 
tion about yourself. I just want to know whether or not you were 
served with a subpena, or why you are here. 

Mr. Carrano. I decline to answer that on the grounds it may tend 
to incriminate me. 
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Senator Curtis. Who advised you to decline to answer on the 
grounds that it may tend to incriminate you? 

Mr. Catrano. I decline to answer because my answer may tend to 
incriminate me. 

Senator Curtis. Did the mob of hoodlums tell you if you came 
down here, not to testify to anything? 

Mr. Cairano. I decline to answer that question because my answer 
may tend to incriminate me. 

Senator Curtis. Are you refusing to say even whether or not you 
have been subpenaed or whether you are a citizen because you have 
been so ordered by the hoodlums not to testify? 

Mr. Carrano. | decline to answer that question because my answer 
may tend to incriminate me. 

Senator Curtis. Are you afraid of the other hoodlums? 

Mr. Carrano. I decline to answer that question on the ground that 
my answer may tend to incriminate me. 

Senator Curtis. You are not a lawyer, are you? Are you? 

Mr. Carrano. I decline to answer. 

Senator Curtis. Who told you what to do in order not to have to 
testify? 

Mr. Carrano. I decline to answer that question on the grounds that 
it may tend to incriminate me. 

Senator Curtis. Who did you talk to after you had received your 
subpena to come down here and testify? Who did you talk to? 

Mr. Carrano. I decline to answer that question. My answer may 
tend to incriminate me. 

Senator Curtis. That is all, Mr. Chairman. 

The CuarrMan. Proceed, Mr. Kennedy. 

Mr. Kennepy. You have been asked whether you were threatened. 
Have you threatened anyone else, Mr. Caifano? 

Mr. Carrano. I decline to answer that question because my answer 
may tend to incriminate me. 

Mr. Kennepy. Have you threatened any of the witnesses that were 
going to appear before the committee? 

fr. Carrano. I decline to answer. 

Mr. Kennepy. On what grounds? 

Mr. Carrano. On the grounds that my answer to that question may 
tend to incriminate me. 

Mr. KrenNepy. How many times have you been arrested, Mr. 
Caifano? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. I don’t know whether our record is complete but 
we show that you have been arrested 18 times since 1929; is that right? 

Mr. Carrano. I decline to answer that. 

Mr. Kennepy. And you have been arrested for such operations as 
a stickup man, bank robber, alcohol peddler, and a bookmaker; is 
that right? 

Mr. Carrano. I decline to answer that question on the grounds my 
answer may tend to incriminate me. 

Mr. Kennepy. According to the information that we have, you 
were involved in the operation of James Weinberg and Paul (N eedle- 
nose) Labriola, in setting up some of these associations. Would you 
tell us about that? 

Mr. Carrano. I decline to answer that question on the grounds 
that my answer may tend to incriminate me. 
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Mr. Kennepy: These were tavern associations and a restaurant 
association that was going to be set up in 1953 by Weinberg and 
Labriola. It was going to operate in conjunction with the labor 
unions, and have the labor unions act as an enforcement arm for them. 

It was to be run by the syndicate and you were part of it. 

Is that correct? 

Mr. Carrano: I decline to answer that question because my answer 
may tend to incriminate me. 

Mr. Kennepy. You are known, are you not, as one of the Young 
Blocds over on the West Side of Chicago? 

Mr. Carrano. I decline to answer. 

Mr. Kennepy. On what grounds? 

Mr. Catrano. On the grounds that my answer to that question 
may tend to incriminate me. 

Mr. Kennepy. That you were working over there with “Teets”’ 
Battaglia, “Skippy’’ Cerone, and ‘““Mooney”’ Giancana; is that right? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. Do you know Battaglia? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. On what grounds. 

Mr. Carrano. On the grounds that my answer to that question 
may tend to incriminate me. 

Mr. Kennepy. Do you want to look at this picture for me‘ 

The Cuarrman. The Chair presents to you a picture of 2 persons, 
with 2 exposures of the 2 people. Will you examine the picture and 
state if vou identify the people in the picture? 

(The photogr: aph was handed to the witness.) 

The ¢ ‘HAIRMAN. You have examined the picture, have you? 

Mr. Carrano. Yes. 

The CuarrmMan. All right. Do you identify any of the people 
the picture? 

Mr. Carrano. I decline to answer that question. 

The Cuairman. Why? 

Mr. Carrano. On the grounds that my answer may tend to 
incriminate me. 

The CuatrmMan. Are you in the picture? 

Mr. aang | decline to answer that. 

The Cuarrman. Why? 

Mr. C AIFANO. On the grounds that my answer may tend to 
incriminate me. 

The CuarrMan. This picture may be made exhibit No, 25. 

(The document referred to was marked “Exhibit No. 25” for 
reference. 

The CHarrmMan. Proceed 

Mr. Kennepy. This group, this association, operated, and the 
police were able to get information as to what was going | on. One of 
the conversations that took place was when an Bai lie Morris made 
some statements about you. Did you know Eddie Morris? 

Mr. Carrano. I decline to answer that. 

Mr. Kennepy. It is Irving Morris. Is it Eddie Morris of Irving 
Morris? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Cairano. On the grounds my answer may tend to incriminate 


me. 
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Mr. Kennepy. This was Irving Morris and he is a syndicate 
hoodlum out there, is he not? 

Mr. Carrano. I decline to answer that question on the grounds 
that my answer may tend to incriminate me. 

Mr. Krennepy. He is now in jail for counterfeiting, in the peniten- 
tiary, but he stated that the murder of Theodore Roe was done, was 
carried out, because Theodore Roe had killed your brother when you 
and your brother were trying to kidnap him. Is that right? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. And that you were responsible for the murder of 
Theodore Roe. Is that right? 

Mr. Cairano. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Carrano. On the ground that my answer may tend to in- 
criminate me. 

Mr. Kennepy. According to the information that we have; you 
are a close associate of Tony Accardo? 

Mr. Carrano. I decline to answer. 

Mr. Kennepy. You didn’t identify these pictures? You didn’t 
identify these? 

Mr. Cairano. I decline to answer. 

Mr. Kennepy. On what ground? 

Mr. Cairano. On the grounds that my answer may tend to in- 
criminate me 

Mr. Kennepy. Isn’t this picture on the left, isn’t that vou and 
isn’t that Mr. Battaglia standing next to vou? 

Mr. Carrano. I decline to answer that. 

Mr. Kennepy. On what grounds? 

Mr. Carrano. On the grounds my answer may tend to ineriminate 
me 

Mr. Kennrepy. Wasn’t he a close associate of vours, and you 
worked together on this restaurant and tavern association? 

Mr. Carrano. I decline to answer that question. 

The CuarrmMan. Was this man one of the organizers of the associa- 
tion? 

Mr. KenNepy. No. He was being brought in, Mr. Chairman. 
They had to get certain clearance from Mr. Caifano in order to 
operate. He was one of the heads of the Young Bloods whose clear- 
ance was necessary on the West side of Chicago. 

Then, of course, contacts were made with the labor unions. 

The CuarrMan. All right. 

Mr. Kennepy. We have information that you traveled a number 
of different trmes to Las Vegas with Tony Accardo; is that correct? 

Mr. Cairano. I decline to answer that question on the grounds 
that might tend to incriminate me. 

Mr. Kennepy. Could you tell us about your being arrested in 
connection with the murder, the slaying, of Estelle Carey, in 1943, in 
which she was bludgeoned and then burned to death in her apartment? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Carrano. On the grounds that my answer may tend to in- 
criminate me. 

Mr. Kennepy. Then vou were arrested in the slaving of Quattrochi, 
were you not, who was a smalltime gambler? 

Mr. Carrano. I decline to answer that question. 
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Mr. Kennepy. You also traveled to Miami, Fla., with Frabotta 
and Phil Alderisio, known as Milwaukee Phil? 

Mr. Carano. I decline to answer that question on the grounds 
my answer may tend to incriminate me. 

Mr. Kennepy. Would you tell us what you do down there? 

Mr. Carrano. I decline to answer that question on the grounds my 
answer may tend to incriminate me. 

Mr. Kennepy. Do you have any interest in the gambling estab- 
lishments in Las Vegas? 

Mr. Carrano. I decline to answer that question on the grounds 
my answer may tend to incriminate me. 

Mr. Kennepy. We have information that you have interests out 
there, that you have had some interests with Pat Manno, also known 
as Pat Manning, in Dallas, Tex., is that right? 

Mr. Carrano. I decline to answer that question on the grounds 
my answer may tend to incriminate me. 

Mr. Kennepy. And you are now living under the name of M. J 
Monette, on Aldine Street, apartment 6—D. Is that right? 

Mr. Carrano. I decline to answer that question on the grounds 
my answer may tend to incriminate me. 

Mr. Kennepy. And we also understand that you have admitted to 
having a cigarette concession in the hotel, one of the hotels down in 
Habana, Cuba? 

Mr. Carrano. I decline to answer that question on the grounds that 
my answer may tend to incriminate me. 

Mr. Kennepy. So your operation is very extensive, is it not, Mr. 
Caifano? 

Mr. Cairano. I decline to answer that question. 

Mr. Kennepy. And you do it not only through your own strong- 
arm methods but through your contacts that you have with these 
other people? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Carrano. On the grounds that my answer may tend to in- 
criminate me. 

Mr. Kennepy. Anthony Accardo, Battaglia, Paul (The Waiter) 
Ricca, are all associates of yours? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Carrano. On the grounds it may tend to incriminate me. 

Senator Kennepy. What is the source of your income now? 

Mr. Carrano. I decline to answer that question on the grounds my 
answer may tend to incriminate me. 

Senator Kennepy. Do you play golf at the Tam O’Shanter Golf 
Club? 

Mr. Carrano. I decline to answer that question. 

Senator Kennepy. You play golf how many times a week? 

Mr. Carrano. I decline to answer that question on the grounds 
my answer may tend—— 

Senator Kennepy. I understand that when they went to serve you 
with a subpena, they went out to the golf club and missed you there, 
and finally got you at your home. 

Mr. Carrano. I decline to answer that question. 

Senator Krennepy. If you play golf some days each week, what is 
the source of your income? 
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Mr. Carrano. I decline to answer that question. 

Senator Kennepy. On the grounds it may tend to incriminate you? 

Mr. Cairano. Yes. 

Senator Curtis. Mr. Chairman? 

The CHarrMANn. Senator Curtis. 

Senator Curtis. Are you a member of any labor organization? 

Mr. Carrano. I decline to answer that. 

Senator Curtis. Have you had anything to do with labor-man- 
agement relations? 
~Mr. Cairano. I decline to answer that question. 

Senator Curtis. Have you had anything to do with any strikes or 
picket lines? 

Mr. Carirano. I decline to answer on the grounds that my answer 
may tend to incriminate me. 

Senator Curtis. Have you had any part in any shakedown or 
attempted extortion or blackmail in connection with labor-manage- 
ment relations? 

Mr. Carrano. | decline to answer that. 

Senator Curtis. On what grounds? 

Mr. Carrano: On the grounds that my answer may—to that 
question—may tend to incriminate me. 

Senator Curtis. Would your answer incriminate anybody else? 

Mr. Carrano. I decline to answer that question also, on the same 
grounds. 

Senator Curtis. That is all, Mr. Chairman. 

Mr. Kennepy. Mr. Caifano, it was developed that you play golf 
almost every day out in Chicago, and you were asked about your 
source of income. You wouldn’t give us any information about that? 

Mr. Carrano. I decline to answer that question, 

Mr. Kennepy. On what grounds? 

Mr. Carrano. On the grounds my answer may tend to incriminate 
me. 

Mr. Kennepy. Isn’t it a fact that when you arrived at the office 
vesterday, you asked one of the staff members whether it would be 
possible to rent some golf clubs so that you could go out and play 
golf here? 

Mr. Carrano. I decline to answer that question. 

Mr. Kennepy. Could you tell the committee the source of the 
income to pay for the rent of the golf clubs? 

Mr. Cairano. I decline to answer that question. 

Mr. Kennepy. Mr. Chairman, I might add that we were unable to 
give the witness that information. 

The CHarrRMAN. The witness will remain under the present subpena. 
He will be under recognizance to reappear and give further testimony 
before the committee at such time and place as the committee may 
desire, subject, of course, to reasonable notice being given you of the 
time and place we will want to hear you again. Do you accept that 
recognizance? Do you? 

Mr. Carrano: Yes, I do. 

The Cuarrman. All right. Are there any further questions? 

The Chair will give the same instructions to the staff with respect 
to this witness as has been given to the other two who testified here 
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thismorning. I want contempt papers prepared as early as possible so 
that the committee may take action thereon. 

All right, you may stand aside. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:25, the hearing recessed, to reconvene at 2 p. m. 
of the same day, with the following members present: Senators 
McClellan, Kennedy, Ervin, and Curtis. 
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PROCEEDINGS AGAINST DAN LARDINO FOR CON TRMPT 


OF THE SENATE OF MICHIGAN 


Auaust 8, 1958.—Ordered to be printed 
MAIN 
READING RCOM 


Mr. McC.ue.uan, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany 8. Res, 370] 


The Senate Select Committee on Improper Activities in the Labor 
or Management Field, created and authorized by Senate Resolution 
74, agreed to January 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221, agreed to 
January 29, 1958, of the 85th Congress, 2d session; and under the 
Rules of Procedure adopted by the Committee on February 5, 1957, 
and under the Standing Rules of the Senate, caused to be issued a sub- 
pena to Dan Lardino, which was duly serve on" on him on May 29, 1958, 
Said subpena directed Dan Lardino to appear forthwith be fore the 
committee at their committee room, Senate Office Building, Washing- 
ton, D. C., and then and there to testify relative to the subject matter 
under consideration by the said Senate Select Committee on Im- 
proper Activities in the Labor or Management Field. 

The subpena served upon the said Dan Lardino is set forth as 
follows: 

Unirep STates oF AMERICA 


CONGRESS OF THE UNITED STATES 


To Dan Larvino, 6018 North Winthrop Avenue, Chicago, Iil., 
Greeting: 


Pursuant to lawful authority, you are hereby commanded 
to appear before the Senate Select Committee on Improper 
Activities in the Labor or Management Field of the Senate of 
the United States, Forthwith, at their committee room, 101 
Senate Office Building, Washington, D. C., then and there to 
testify what vou may know relative to the subject matters 
under consideration by said committee, and produce your 


OOS 
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personal records for the period January 1, 1950, to date, 
relating to bank accounts (checking and savings), deposit 
tickets, brokerage accounts, bank statements, canceled 
checks, check stubs, records of securities and other assets 
purchased and liquidated during period 1950 to date, 
correspondence file relating to bank accounts, saving and 
checking, and other assets, and all other correspondence files. 

Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 

To to serve and return. 

Given under my hand, by saline of the committee, this 
27th day of May, in the year of,our Lord one thousand nine 
hundred and fifty-eight. 

(Signed) JoHn L. McCrie.uan, 
Chairman, Senate Select Committee on Improper 
Activitie Ss in the Labor or Manage ment Field. 
May 29, 1958. 

I made service of the within subpena by personal service 
the within-named Danny Lardino, at Room 325, U. S. 
Courthouse, Chicago, IIl., at 2:30 0’clock, p. m., on the 29th 
day of May, 1958. 

(Signed) James P. Ketuy. 


Dan Lardino appeared and testified before the committee pursuant 
to the aforementioned subpena, at hearings held July 16, 1958, in 
Washington, D. C. 

The said Dan Lardino, having appeared as a witness and having 
been asked certain questions, which questions were pertinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 16, 1958, which record is made a part hereof. 
Excerpts of this testimony and relevant documents are annexed hereto 
and designated as ‘Exhibit 1.” 

The committee was conducting hearings relative to gangster in- 
filtration into labor organizations in the Chicago, Ill., area. The 
chairman has stated in public sessions of the committee: 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth amendment 
priv'lege, when a citizen of this country takes a position that 
he can’t acknowledge that fact without the possibility of 
being incriminated or cannot tell the date or the place of his 
birth, if he was born in this country, without possible self- 
incrimination. 


Dan Lardino was asked questions concerning his citizenship. He 
refused to answer on the ground that the answers might tend to 
incriminate him. 

It is the committee’s contention that the constitutional privilege 
to refuse to answer should be made in good faith. The witness 
repeatedly refused to state, under oath, whether he honestly believed 
that a truthful answer would tend to incriminate him. 

The legitimate legislative purpose behind such questions is cleat 
The chairman, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage- 
ment associations, stated: 


c 
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We are trying to determine whether that infiltration is by 
citizens who owe an obligation to this country or if it is by 
people in some instances who are not citizens of this country 
who are taking advantage of their presence here to engage 
in improper prac tices and even criminal acts to exploit 
the American citizen and to prey upon innocent people in 
this country. 


Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be alle- 
viated. If it develops that they are being engaged in, in 
the main, by people who are not citizens of the United 
States, one of the ways to correct the situation is to tighten 
up the deportation proceedings and to expedite them. So 
a re is most pertinent and most relative which directs 
itself to the question of whether or not the man on the 
witness stand is a citizen of the United States, and, as such, 
entitled to live here, and regardless of any crimes he may 
commit. If he is not a citizen of the United States, he is 
subject to deportation if he is involved in criminal activities. 


Senator Curtis in discussing the legislative purposes on questions 
concerning citizenship stated: 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to con- 
sider the question of whether or not they should, by law, 
provide that union officers and agents must be citizens. 
Any information that we can provide in these hearings on 
that serves a definite legislative purpose, and is very much 
pertinent to our inquiry, and would in no way incriminate 
the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was thus prevented from re- 
ceiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requir- 
ing the United States attorney for the District of Columbia to proceed 
against the said Dan Lardino in the manner and form prescribed 
by law. 
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ExnuisitT 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


Unirep States SENATE, 
SeLect CoMMITTEE ON IMPROPER ACTIVITIES 
IN THE LABOR, OR MANAGEMENT FIELD, 
Washington, D. C., Wednesday, July 16, 1958. 

The select committee met at 10 a. m., pursuant to Senate Resolu- 
tion 74, agreed to January 30, 1957, in the caucus room, United States 
Senate, Senator John L. McClellan (chairman of the select committee) 
presiding. 

Members of the select committee present: Senator John L. Me- 
Clellan, Democrat, Arkansas; Senator Frank Church, Democrat, 
Idaho; Senator John F. Kennedy, Democrat, Massachusetts; Senator 
Barry Goldwater, Republican, Arizona; Senator Carl T. Curtis, 
Republican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; LaVern J. Duffy, 
investigator; James P. Kelly, investigator; James Mundie, investi- 
gator; and Ruth Young Watt, chief clerk. 

The CHarrMan. ‘The committee will be in order. 

(Members of the committee present at the convening of the session 
were Senators McClellan and Church.) 

The CHarrMan. Call your next witness. 

Mr. Kennepy. Mr. Gustav Allgauer. 

The CuatrrmMan. You do solemnly swear that the evidence, given 
before this Senate select committee shall be the truth, the whole 
truth, and nothing but the truth, so help vou God? 

Mr. Atitaaver. I do. 


TESTIMONY OF GUSTAV ALLGAUER, A RESTAURANT OWNER IN 
CHICAGO, ILL. 


The CHAIRMAN. State you name, and your place of residence, and 
your business or occupation. 

Mr. ALLGAvER. My name is Gustav Allgauer, I reside at 6636 
Leroy in Lincolnwood, Ill. 

The CuarrmMan. What is vour business? 

Mr. AtuGavusrr. | am president of the Allgauer, Inc. Allgauer, Inc., 
consists of the Allgauer Restaurant, 6666 Ridge Avenue, and Allgauer 
Fireside Restaurant, 7200 Lincoln Avenue, and that is burned up. 
Allgauer’s Heidelburg, 14 West Randolph Street. 

The Cuarrman. Thank vou, sir. Do you waive counsel, do you? 


Mr. ALLGAvER. Yes, sir. 

* * * . k * . 
Page 1889: 
(At the reconvening of the session, the following members were 

present: Senators McClellan and Church.) 
‘ * ‘ , ' , 

Page 1918: 
(At this point, Senator Kennedy entered the hearing room.) 


* * k * * * . 
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Page 1933: 
(At this point, Senator Kennedy left the hearing room.) 

k * * * * k * 
Page 1935: 

(At this point, Senator Goldwater entered the hearing room.) 

* *K * a *K * 8 
Page 1951: 

(At this point, Senator Kennedy entered the hearing room.) 

* * * * * * *K 
Page 1952: 

At this point, Senator Church withdrew from the hearing room.) 

* ‘ * * * * K 
Mir. Kennepy. Mr. Chairman, Mr. Lardino’s brother is working 
for the local. We have had some testimony about him and his 
activities. | would like to have permission to call him as a witness. 

The CHarrMaAn. Let him be called around. 

Mir. Kennepy. Mr. Danny Lardino. 

Mir. Exrutcu. Mr. Chairman, I represent Mr. Danny Lardino. 
Is he going to sit over there? 

The CHArRMAN. He can sit right there by you. 

Be sworn. You do solemnly swear the evidence you shall give 
before this Senate select committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Danny Larpino. | do. 


TESTIMONY OF DANNY LARDINO, FORMER BUSINESS AGENT, 
LOCAL 593, HOTEL AND APARTMENT HOTEL SERVICE OPERA- 
TORS AND MISCELLANEOUS RESTAURANT EMPLOYEES UNION 
ACCOMPANIED BY COUNSEL MYRON EHRLICH, WASHINGTON, 
D. C.) 


The CHarrMan. State your name, your place of residence, and your 
business or occupation. 

Mr. Danny Larpino. My name is Daniel L. Lardino, 6018 North 
Winthrop. 

The CHatrMAN. What is your business or occupation, Mr. Lardino? 

Mr. Danny Larprno. I decline to answer on the grounds that my 
answer may tend to incriminate me 

The CuarrmMan. Do you have an attorney? 

Mr. Danny Larptino. Yes, sir. 

The CHarrmMan. You have already, I believe, identified yourself. 

Mr. Enruicu. Yes, sir. I have identified myself for the record. 

The CuarrmMan. Do vou have a brother? 

Mr. Danny Larpino. Yes, I do. 

The CHAtRMAN. Do you recognize your brother when you see bim? 

Mr. Danny Larptno. Yes, I do, Senator. 

The CHarrMAN. Do you see him now? 

Mr. Danny Larptno. Yes; I do, Senator. 

The CHarrMan. He is in the witness chair with you? 

Mr. Danny Larpino. Yes, Senator. 

The CHarrmMan. Proceed, Mr. Kennedy. 
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Mr. Kennepy. Mr. Chairman, Mr. Danny Lardino was secretary- 
treasurer of local 658, of the Drugstore, Soda Fountain and Luncheon- 
ette Employees Union. This local was absorbed by local 593 in 
January of this year. 

Is that correct? 

Mr. Danny Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. And that vou were in charge of local 658 up until 
the time it was absorbed by 593 and now you are a business representa- 
tive of 593, is that right? 

Mr. Danny Larptno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. We had some testimony regarding your activities 
down in Dallas, Tex., in 1946. Could you tell us if you have ever been 
to Dallas, Tex.? 

Mr. Danny Larptno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Prior to going down there in 1944, you had been 
arrested on suspicion of burglary, and then took a plea of guilty to 
malicious mischief, and spent 90 days in the house of correction. Is 
that right, Mr. Lardino? 

Mr. Danny Larprno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Then in 1946 you went down to Dallas, Tex., 
according to sworn testimony we have had before the committee 

Is that right? 

Mr. Danny Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. That you went down there with Marcus Lipsky, 
Labriola, Weinberg and Louis Schneider, is that right? 

Mr. Danny Larprno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. And you were acting as Lipsky’s bodyguard, is 
that right? 

Mr. Danny Larprino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. And that you went down there to set up the arrange- 
ments for the control of vice in Texas and Arkansas and some of 
the States in that area, is that right, and Louisiana? 

Mr. Danny Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Then you came back up to Chicago. You received 
a telephone call from your brother, telling you to get out of there, is 
that right? 

Mr. Danny Larptno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The Cuatrman. Mr. Lardino, were you born in this country? 

Mr. Danny Larprno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CuarrmMan. Do you honestly believe that if you gave a truth- 
ful answer to the question of were you born in this country, that a 
truthful answer thereto might tend to incrimiate you? 

Mr. Danny Larnino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 








—— 


| 





——— 
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The CuarrMan. With the approval of the committee, the Chair 
orders and directs you to answer the question “Do you honestly 
believe that if you gave a truthful answer to the question were you 
born in this country?” that a truthful answer might tend to incrimi- 
nate you? 

Mr. Danny Larptno. I decline to answer on the grounds it may 
tend to incriminate me. 

The CuarrMan. The order and direction of the Chair will stand 
through the remainder of your testimony. 

Are vou an American citizen? 

Mr. Danny Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CuarrMan. The Chair asks you: Do you honestly believe that 
if you gave a truthful answer to the question “Are you an American 
citizen?” that a truthful answer might tend to incriminate you? 

Mr. Danny Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CuarrMan. The Chair, with the direction and approval of the 
committee, orders and directs you to answer the question, “Do you 
honestly believe that if you gave a truthful answer to the question 
‘Are you an American citizen?’ that a truthful answer thereto might 
tend to ineriminate you?” 

Mr. Danny Larpino. I decline to answer on grounds that my 
answer may tend to incriminate me. 

The CHarrmMan. The order and direction of the Chair will stand 
throughout the remainder of your testimony. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. When the staff interviewed you out in Chicago, 
you said that you did not know most of these individuals who were 
down in Dallas, Tex. Is that right, Mr. Lardino? 

Mr. Danny Larptno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. You said that you did not _— Labriola, you did 
not know Weinberg, you did not know Paul Jones, and you did not 
know Louis Schneider; is that correct? 

Mr. Danny Larprino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Do you in fact know them, Mr. Danny Lardino? 

Mr. Danny Larprno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. KENNEDY. Would you identify this registration? 

The CHarRMAN. Would you recognize your own signature? 

(The witness conferred with his counsel.) 

Mr. Danny Larpino. I decline to answer on the grounds my 
answer may tend to incriminate me. 

The CuatrMan. Do you mean your answer or your signature? 

Mr. Danny Larprno. I decline to answer on the grounds that my? 
answer or my signature may tend to incriminate me. 

The CuarrMAN. I am going to show you your signature, what 
purports to be your signature, and give you an opportunity to identify 
it. 

Present the witness with this signature on the registration card of 
the hotel. 

The document was handed to the witness.) 
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Mr. Danny Larpino. I decline to—I decline to look at it on the 
grounds that it may tend to incriminate me. 

The CuarrMan. The Chair is going to order and direct you to look 
at it, with the approval of the committee. 

Mr. Danny Larpino. I have looked at it, and I decline to answer 
on the grounds that it may tend to incriminate me. 

The CHarrMAN. Let that card with the signature on it be made 
exhibit No. 36. 

(The document referred to was marked “Exhibit No. 36” for 
reference. ) 

The CHarrMaNn. Present to the witness the hotel bill and let him 
examine that. 

(The document was handed to the witness.) 

The CHarRMAN. State if you identify it. 

Mr. Danny Laropino. | decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CuHarrMan. Have vou examined the hotel bill? 

Mr. Danny Larpino. Yes, I have. 

The CuHarrMAN. And you decline to answer? 

Mr. Danny Larprino. Yes. 

The CuHarrMan. Let the registration cards and the hotel bill be 
made exhibits 36 and 36A respectively. 

(The documents referred to were marked “Exhibits Nos. 36 and 
36A” for reference. 

The CHarrMan. Proceed. 

Mr. Kennepy. Mr. Chairman, Mr. Lardino stated that he did not 
know any of these individuals, and yet an examination of these hotel 
registrations shows that he registered in the room with at least one 
of them, Mr. Louis Schneider. 

Can you explain that to us, Mr. Lardino? 

Mr. Danny Larpino. I decline to answer on the grounds it may 
tend to incriminate me. 

Mr. Kennepy. And while this was going on down in Dallas, Tex., 
in 1946, Mr. Danny Lardino was living with Mr. Schneider, while 
this arrangement was being set up to take over the vice and the 
gambling and other operations in that area. 

Can vou tell us about that? 

Mr. Danny Larprno. I decline to answer on the ground that my 
answer may tend to incriminate me. 

Mr. Kennepy. So we have information that vou knew Ross Prio, 
and that you knew these other individuals? Then you came back to 
Chicago, and shortly afterwards Nick DeJohn was found murdered 
in California. Could you tell us anything about his murder? 

Mr. Danny Larpino. I decline to answer on the grounds that my 
answer might tend to incriminate me. 

Mr. Kennepy. According to the information and the testimony 
before the committee, Mr. Nick DeJohn had borrowed some money, 
including some money in Chicago, and the fact that he was unable to 
repay this money to the Chicago underworld was the reason that he 
was murdered. 

Could you tell us about that? 

Mr. Danny Larprno. I decline to answer on the grounds that it 
may tend to incriminate me. 
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Mr. Kennepy. With this fine background and experience, and a 
number of other arrests, you finally became head of one of the local 
unions in Chicago in 1950, is that right? Local 658? 

Mr. Danny Larprino. I decline to answer on the grounds it may 
tend to incriminate me. 

Mr. Kennepy. And you received the endorsement of no other than 
Mr. James Blakeley, who is the international vice president of this 
whole local, is that right? 

Mr. Danny Larprino. I decline to answer on the grounds that it 
may tend to incriminate me. 

Mr. Kennepy. And shortly after you took over the local, a great 
deal of violence took place in a number of the drugstores in the Chicago 
area, is that right, M Lardino? 

Mr. Danny Larpino. | decline to answer on the grounds that it 
may tend to incriminate me. 

Mr. Kennepy. And windows were broken and other acts of 
violence occurred, is that right? 

Mr. Danny Larprino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Garbage and debris was dumped and set on fire in 
front of drugstores. Was that all done at your direction, Mr. Lardino? 

Mr. Larpino. I decline to answer on the grounds that it may tend 
to incriminate me. 

Mr. KenNepy. Why was that organizational drive called off? Do 
you know? Can you tell us about ‘that? 

Mr. Danny Larprino. I decline to answer on the grounds that it 
may tend to incriminate me. 

Mr. Kennepy. The Chicago Retail Druggists Association hired a 
man by the name of Nathan Ruvell. Can you tell us anything 
about him? 

Mr. Danny Larpino. I decline to answer on the grounds that it 
may tend to incriminate me. 

Mr. Kennepy. And he was hired as a public relations counsel. 
He is a close associate of Abraham Teitelbaum. Within a few days 
or shortly after he was hired, this strike was called off and he was 
able to settle it. Could you tell us how that happened? 

Mr. Danny Larprino. I decline to answer on the grounds that. it 
may tend to incriminate me. 

Mr. Kennepy. And when an investigation occurred, or took place, 
in the retail drugstore labor picture in Chicago in 1951, he was sum- 
marily fired. Can you tell us anything about that? 

Mr. Danny Laroprino. I decline to answer on the grounds it may 
tend to incriminate me. 

Mr. Kennepy. Could you tell us about how you organized, Mr. 
Lardino? According to the information we have, you were also one 
of those who was just interested in collecting some money and making 
sure that your salary and expenses are paid, with no interest in the 
e mployees at all. 

Is that the kind of procedure that you follow? 

Mr. Danny Larpino. I decline to answer on the grounds it may 
tend to incriminate me. 

Mr. Kennepy. You and your brother just set up a very nice 
racket out there so that you would have a source of income, 1s that 
correct, Mr. Lardino? 
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Mr. Danny Larprno. I decline to answer on the grounds it may 
tend to incriminate me. 

Mr. Kennepy. Is that right, Mr. John Lardino? 

Mr. Joan Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. You wouldn’t tell us anything, Mr. Danny Lardino, 
as to what there was in your background that warranted you being 
given a charter into the Hotel and Restaurant Workers Union in 
Chicago? 

Mr. Danny Larprino. I decline to answer on the grounds my 
answer may tend to incriminate me. 

Mr. Kennepy. Could you tell us anything about the threats on 
Mr. Teitelbaum’s life in 1954? 

» Mr. Danny Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Mr. John Lardino, can you tell us anything about 
that? 

Mr. Joun Larpino. I decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. We had testimony, Mr. Lardino, this morning that 
there were some 40 fires which had the pattern of being arsons, that 
there had been set on fire purposely certain of these restaurants and 
taverns. Can you tell us the reason or the source of anv of those fires? 

Mr. Joun Larpino. I decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. Could you tell us who was responsible, Mr. Danny 
Lardino, for those fires? 

Mr. Danny Larpino. I decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. That is all, Mr. Chairman. 

The CuarrmMan. Do you have a position with a labor union at this 
time? 

Mr. Danny Larprno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 
® The Cuarrman. Do you think that answer reflects upon unionism 
in this country? 

Mr. Danny Larprino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CuatrMan. Have you ever done a decent thing for working 
people in your life? 

Mr. Danny Larprno. I decline to answer on the grounds my answer 
may tend to incriminate me. 

The Cuarrman. Do you have a friend whom you can acknowledge 
or anyone whose acquaintance you can acknowledge without possible 
self incrimination? 

Mr. Danny Larpino. I decline to answer on the grounds my answer 
may tend to incriminate me. 

The CHarrMaNn. Are there any other questions? 

Is there anything further? 

Mr. Kennepy. Just, Mr. Chairman, that these individuals have 
positions of great importance and responsibility in that area. Mr. 
John Lardino controlled the biggest local, and Danny had complete 
control over another local for 6 or 7 years. They had positicns of 
power and authority over the employees. 
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The CuarrMan. Everything I said with respect to the attitude and 
refusal to cooperate on the part of witness John Lardino, of course, 
applies to this witness Danny Lardino. 

Mr. Kennepy. I might ask what the arrangements were with the 
Chicago Restaurant Association, Mr. John Lardino? 

Mr. Joun Larprno. I decline to answer cn the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. Do you know why it was that they should have as 
somebody doing their labor relations with your unions, first, Teitel- 
baum, who had many criminal associations, and then Mr. Teitelbaum 
should get Mr. Louis Romano, who had a criminal record, with many 
criminal associations, and Mr. Champagne, with many criminal 
associations, and he should take on Sam English, also, who is very 
close to Sam Golfbag Hunt, why they should have individuals like 
that associated with them? 

Mr. Jonn Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kuennepy. Was it necessary because on your side you also 
had the same kind of association, the same kind of records? 

Mr. Jonn Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CHarrMAN. Is there anything further? 

Mr. Kennepy. That is all. 

The CuarrMan. Mr. John Lardino, I think possibly your further 
testimony may be needed by this committee at a later date. There- 
fore, I am direc ting the cle rk of the committee, Mrs. Watt, to serve 
this subpena upon you here in open session of the committee. You 
will be under that subpena subject to return on that date, unless you 
are notified not to. 

(The document was handed to the witness.) 

The CuatrmMan. The Chair at this time directs the clerk to prepare 
a similar subpena for your brother, the witness Danny Lardino, to 
appear again on the same date as this subpena, the 11th day of Sep- 
tember 1958, here at the committee room, 101, Senate Office Building, 
Washington, D. C. 

That subpena is in the course of preparation. The Chair directs 
that it be served on the witness, Danny Lardino, before he is excused 
from attendance here today. 

As soon as the subpena is prepared, you will serve it on this witness. 

The witness is not released from his presence before this committee 
until that subpena is served. 

When the committee recesses this afternoon, it will recess until 10 
oclock in the morning, to reconvene in this room. 

Mr. Kennepy. I would think, Mr. Chairman, that we will only be 
a half day on Friday. 

The CuHarrMANn. Do you think we may get through by Friday? 

Mr. Kennepy. Yes. 

The CHarrMAN. Let the record show, and, if you will, hand me that 
subpena, let the record show it is dated the 17th, whereas it should 
be dated the 16th. Change the copy of the subpena to the 16th. 

You will acknowledge the change in yours accordingly. It is ac- 
tually issued on the 16th, rather than the 17th. It is a typographical 
error in the dating of it. 

Mrs. Watt, vou will serve this subpena on Danny Lardino. 
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(The document was handed to the witness.) 

Mr. Kennepy. It is my information that John Lardino has re- 
signed today from his union positions, as well as Mr. Danny Lardino, 
although we have not heard officially. 

I understand that is correct. 

Is that correct, Mr. Danny Lardino? 

Mr. Danny Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. What about it, Mr. John Lardino? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. : 

Mr. Kennepy. I understand they are both out of jobs, Mr. Chair- 
man. 

The CuarrMan. Is there anything further? 

If not, the committee stands in recess until 10 o’clock in the morning. 

(Whereupon at 5:05 p. m. the committee recessed, to reconvene 
at 10 a. m. Thursday, July 17, 1958, with the following members 
present: Senators McClellan and Goldwater.) 


O 
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matters under consideration by said committee, and produce 
your personal records for the period 1950 to present. (See 
Schedule ‘‘A”’ on reverse side.) 


[Reverse side of subpoena] 
[ScHEDULE ‘‘A”’ 

Financial records 

Correspondence file relating to bank accounts, savings ac- 
counts, and other assets 

Produce all check books, 

Bank statements, and 

cancelled checks 

Duplicate deposit tickets 

Records of securities, stocks and bonds, and other assets 
purchased and liquidated by you during the period 1950 
to present. | 


Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 

To to serve and return. 

Given under my hand, by order of the committee, this 7th 
day of March, in the year of our Lord one thousand nine 
hundred and fifty-eight. 

(Signed) Joun L. McCueuan, 
Chairman, Senate Select Committee on Improper 
Activitie Ss in the Labor or Manage ment Field. 


Production of these records in Washington, D. C. will be 
waived at this time if they are made available in Chicago, 
Illinois. 

3/10/58 


I made service of the within subpena by hand the within- 
named John Lardino, 10 North Wells St., at Chicago, IIL. 
at 2:50 p. m. o’clock, on the 10 day of March, 1958. 

(Signed) James F. MunpIe. 


John Lardino appeared and testified before the committee pursuant 
to the aforementioned subpena, at hearings held July 16, 1958, in 
Washington, D. C 

The said John Lardino, having appeared as a witness and having 
been asked certain questions, which questions were pe rtinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 16, 1958, which record is made a part hereof, 
Excerpts of this testimony and relevant documents are annexed 
hereto and designated as ‘Exhibit 1.” 

The committee was conducting hearings relative to gangster infil- 
tration into labor organizations in the Chicago, Ill, area. The 
chairman has stated in public sessions of the committee: 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth-amendment 
privilege, when a citizen of this country takes a position that 
he can’t acknowledge that fact without a on sibility of 
being incriminated or cannot tell the date or th place of his 
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birth, if he was born in this country, without possible self- 
incrimination. 


John Lardino was asked questions concerning his citizenship. He 
refused to answer on the ground that the answers might tend to 
incriminate him. 

It is the committee’s contention that the constitutional privilege 
io refuse to answer should be made in good faith. The witness 
repeatedly refused to state, under oath, whether he honestly believed 
that a truthful answer would tend to incriminate him. 

The legitimate legislative purpose behind such questions is clear. 
The chairman, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage- 
ment associations, stated: 


We are trying to determine whether that infiliration is by 
citizens who owe an obligation to this country or if it is by 
people in some instances who are not citizens of this country 
who are taking advaniage of their presence here to engage in 
improper practices and even criminal acts to exploit the 
American citizen and to prey upon innocent people in this 
country. 


Senator Mundt continued: 


To which vou could add, Mr. Chairm: i, that part of 
our responsibilicy ts to make suggestions to the Senate, to 
the Congress, as io how these improper practices may be 
elleviated. If it develops that they are being engaged in, 
in the main, by people who are not eitizens of the United 
States, one of the ways to correct the situation is to tighten 
up ihe deporiation proceedings and LO expediie them. So 
# question is Tost pertineni and most relative which direcis 
itself to the question of whether or not the man on the 
Witness stand is a citizen of the United States, and, as such, 
entitled LO live here, and regardless of any crimes he May 
commit. If he is not a eitizen of the United States, he is 
subject to deporiation if he is involved in criminal activities 


Senator Curtis in discussing the legislative purposes on questions 
concerning citizeaship stated: 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to con- 
sider the question of whether or not they should, by law, 
provide that union officers and agents must be citizens. 
Any information that we can provide in these hearings on 
that serves a definite legislative purpose, and is very much 
pertinent to our inquiry, and would in no way incriminate 
the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was thus prevented from 
receiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, aud after reviewing the 
facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requiring 
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the United States attorney for the District of Columbia to proceed 
against the said John Lardino in the manner and form prescribed \ 
law. 


EXHIBIT | 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 
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\lem! 5 ( Ro I A 
chiel cout l: J }. Met i> La i 

vest ( James P. Ke ( lam \I \ 

L1LO d Rut! Yo \ 

Phe ( R} ‘| yrdet 

\iembers of the ¢ itfee p CO O on 
\ ’ to \ie€] ( 

ry ( 1] J ) 

\] i \ > , \ = il 

Line i Ye do i 1) ( 
before this Sen: select con all be the trut thre 2ole trut] 

if oOUunl if | , (re ; 

Mr. ALLGAUV} | do 
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CHICAGO, ILL. 


r} ( MAN. OL Ou ari Oul place of residenee, and 
( i] IUISTIES Or O¢ l rio) 

\! ALI rR. Aly ame is G \ Ilona ! 1 1 cle {| 66536 
Leroy in Lincolnwood, Il 

i Cy] RM \\ Is VOur DUSILeSss 

Mr. ALLG ven fe president of the Alleauer, Ince. Alleauer, 
In consists of the A uer Restaurant, 6666 Ridge Avenue, and 
Le It PIreside rant, (200 lu coln Avenue, ana that is 
bur )) Wile ers I eidelbure |4 West Randolph Street 

The Cuarrman. Phask vou. sir. Do vou waive counsel. do you? 

Mr. Au Y 

Pace 1889 

\t e re ening of tt session, the followine members wer 
rine ! Ven ALOTs VieClellan and ¢ ureh 
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er 
ad 


Page 1918: 
At this point, senator Kennedy entered the hearing room.) 

* + * * + * * 
Pace 1933: 

\t this point, Senator Kennedy left the hearing room.) 
* kK i + & * 

Page 1935: 

At this point, Senator Goldwater entered the hearing room.) 
* * 4 * * * * 

The CHARMAN. That is what we term the union shop. 

Mir. JANSEN. Right, correct. 

The CHaArRMAN. Are there any further questions? 

If not, thank you. Call the next witness. 

\lr. Kennepy. Now | would like to call the union official who is in 
charge of 593, the biggest local of this kind in Chicago. He is admin- 
istrative director for local 593 and a man of considerable interest to us. 
That is Mr. John Lardino. 

The CuatrMan. Come forward, Mr. Lardino. 

\lr. Kennepy. We had testimony about Mr. Lardino on the first 
day of the hearing, and also today, and some last week. 

The CuarrmmMan. You do solemnly swear the evidence you shall 
vive before this Senate select committee shall be the truth, the whole 
truth, and nothing but the truth, so help vou God? 

\Ir. Joun Larpino. I do. 


TESTIMONY OF JOHN LARDINO, FORMER ADMINISTRATIVE 
DIRECTOR, LOCAL 593, HOTEL AND APARTMENT HOTEL SERV- 
ICE OPERATORS AND MISCELLANEOUS RESTAURANT EM- 
PLOYEES UNION ; ACCOMPANIED BY COUNSEL MYRON EHRLICH, 
WASHINGTON, D. C. 


The CHAIRMAN. State vou name, vour place of residence, and your 
business or occupation 

\ir. Joun Larpino. My name is John Lardino. I live at 1201 
Rx lleporte Oak Park, [1]. 


The CHatrrMan. What is your business, please, sir, or your occu- 


pation: 
| \lr. Joun Larpino. | decline to answer on the grounds that the 
Questlon Hwa) tend LO incriminate me, 

The CHarrMan. You have counsel present, do you? That would 
hot merimimate vou to state that; would it? 

\ir. Joun Larpino. | decline to answer on the ground that the 
question may tend tothe answer may tend to incriminate me. 

The Cuarmman. All right, Mr. Counsel, vou may stand aside. If 
the witness will not acknowledge vou as his counsel, vou may stand 
Isla 


\MIr. Exrutcn. I don't think he failed to acknowledge me as his 


The CuatrmMan. | asked him if he had counsel present and he 
refused to answer on the ground it might tend to incriminate him. 
So you may stand aside, unless he can acknowledge he has counsel 


The witness conferred with his counsel.) 
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Mr. Joun Larpino. | acknowledge that. I misunderstood you. 

The CuarrMan. It does not incriminate vou; does it? 

Mr. Joun Larpino. I am sorry. I misunderstood you 

The CuarrmMan. Identify yourself for the record, Mr. Counsel. 

Mr. Eurticu. My name is Myron Ehrlich. I practice ! 
District of Columbia, and I have done so for 33 vears. 

The CuarrmMan. Thank you. Proceed, Mr. Kennedy 

Mr. Kennepy. Mr. Lardino, vou have been supervisor of local 593 

Mr. Jonn Larpino. I decline to answer on the grounds that t 


question may tend to incriminate me. 


aw in the 


. , tAT] 1: - (95 1 1 
\Ir. Kennepy. When did vou come into 593? Just tell us t 
] 4 . or ss eae <M a 1 9 
date that vou came with 593, Mr. Lardino‘ 
' I x 1 1 l ' 
Mr. Joun Larpino. | decline to answer on the grounds that thi 
question may tend to incriminate me. 
rT! . + ¢ , ] . | ] 
The witness conferred with his counsel! 
\1 ¥ : ; ry 4 } 4 : : 
Nir. JOH LARDI NO, Phe answer may tend to ineriminate m 
» 
mr 1 . l } l ° { | 
The CHarmMan. Do you honestly believe that if vou eave a truthful 
+] + , 1 ! ] ] ~ ' 
answer to the question of when did you mme mto local that oa 
trutl ful answer thereto might tend to ineriminate vou: 
At this point, Senatol Kennedy ¢ ‘red the hearing room : 
X\ 7 —— ] F ; . 4 
Mr. Joun LArpino. | refuse to answer on the grounds that my 


answer may tend to incriminate me 
The CuarrmMan. The Chair, with the permission of the committee, 


: . a. ' 
orders and directs vou to answer tl question OL Wile a. Obl VO 
| is . rc | ] | ' 

honestly believe that if vou er \ a truthiul answer to the questio1 
when did you come mnt low al 5 io that 9 I! it| f13| answel rah tend 


to incriminate you 
Mir. JOHN LARDINO | refuse to answer Ol the grounds that m7 
answer may tend to incriminate me. 
The CHAIRMAN. The order and ( 


and continue throughout your examination and while vou remain o1 


eek Be ‘ ] 4 
lireetion of the ( al Will uha 


the witness stand 
Senator Kennepy. Mr. Lardino, you ar 


1° ] 1 


of local 593 with jurisdiction over the business agents for that local: ts 


he administrative director 


that correct? 
' . ' ' ' 
Mr. Joun Larpino. | decline to answer on the grounds that mi 
answer mav tend to incriminate me 
I | ] 4 1 
eenator KENNEDY Mr. LArdino, we have heard Lestimony feat tlre 
} } 1 ’ ! } 
union collected from the employer union dues which the emplovers 
; | , , ; 
charged off on business expenses: that there was no interest shown by 
the union in regard to the WOrKING conditions and 


ether thev were paving the union wae 
f 


now mueh th 


employers were paying, wh 9 
and that therefore this was a 
being forced to contribute LO. 


orm of extortion which the workers were 


The responsibility of the union in this Case Is quite clear, and vou 
were the administrative director of local 593, with jurisdiction over 
the business acents. Could vou tel] rie whether you took anv action 
while you were associated in this effort, and while vou were tied up 
with people lke Tony Accardo, Jack Cerone, Paul “The Waiter” 
Ricea, and others? 

Mr. Joun Larpino. I decline to answer on the ground that m 
answer may tend to incriminate me. 

(At this point, Senator Church withdrew from the hearing room.) 


Senator KENNEDY. Could you tell me whether vou conceive it as 


your responsibility as administrative officer of this union to cheek and 
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find out what services the people who were paying their union dues 
were getting? 

Mr. Jonn Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Senator Kmnnrepy. Could you tell me whether as of today you hold 

position of responsibility in the local? 

Mr. Jonn Larprno. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CHArRMAN. Do you honestly believe that if you answered that 
question, whether you now hold a responsible position in the local, 
that a truthful answer thereto might tend to incriminate you? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CHatrMan. With the approval of the committee, the Chair 
orders and directs you to answer the question whether you honestly 
believe that a truthful answer to the question whether you now hold a 
responsible position in the local, would tend to incriminate you. 

Mr. Joun Larpino. | decline to answer on the grounds that my 
answer may tend to incriminate me 

The CaarrmMan. The order and direction of the Chair will continue 
throughout your examination. 

Senator Kennepy. Isn’t it correct, Mr. Lardino, that vou resigned 
at noon today from your position? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Senator Kennepy. Are you planning to give us any information 
about your activities as a responsible of irresponsible union official? 

Mr. Jonn Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CHairmMan. Were you born in this country? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The CHatrrmMan. Do you honestly believe that if vou gave a truthful 
answer to the question, “Were you born in this ‘oman that a 
truthful answer might tend to incriminate you? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
inswer may tend to incriminate me, 

The CHarrman. With the approval of the committee, the Chair 
orders and directs the witness to answer the question, ““Do you honestly 
believe that if you gave a truthful answer to the question, ‘Were you 
born in this country,’”’ that a truthful answer might tend to incrimi- 
nate vou? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

The Cuatrrman. The order and direction of the Chair will continue 
throughout vour examination. May [ ask you another question? 
Are you an American citizen? 

Mr. Joun Larptno. I decline to answer on the ground that my 
answer may tend to incriminate me. 

The CHatrMan. Do you honestly believe that if you truthfully 
answered the question are you an American citizen, that a truthful 
answer thereto might*tend to incriminate you? 

Mr. Jonn Larpino. I decline to answer on the grounds that my 
answer ‘aay tend to incriminate me. 


) 
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The CuarrMan. With the approval of the committee, the Chair 
orders and directs you to answer the que Po do you honestly believe 
that if you gave a truthful answer to the question are you an American 
citizen, that a truthful answer thereto might tend to incriminate you? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to ee me. 

Senator Kennepy. Mr. Chairman, I hope the committee will have 
an opportunity of acting on this question of whether the witness is 
permitted to refuse to answer a question such as is he an American 
citizen, so that we can get more precise instructions from the court as 
to what the rights of the witness are and what the rights of the com- 
mittee of the Congress are in attempting to obtain information. 

The Crarrman. The Chair will, as he has pt announced with 


respect to some other testimony which I regard as flagrant contempt 
of this committee, or the lack of testimony, se , Which was refused, 
and | will regard it as flagrant contempt of this committee, the Chair, 
2s soon as the staff can pre pare the proper al d nee ssary papers for 
the committee to act, will call the committee into exec utive SESSION, 
having in mind that it should aet to cite for entiaat. or ask the 
Senat ither, to cite for contempt, those who have shown such 
flagrant contempt for.the committee 

| cannot conceive that the highest court in this land would ever 
condone. vive Its judicial Sanction, to the rioht ft one to refuse to 
State inder oath that he is a eitizen of this cou try, or refuse to 
inswer the question that he honestly believes that if he rave a truth- 
ful answer to the question ‘ ‘Are you a cilizen of this co etry 2” that 
a truthtiul ai swer could poss! thbly tend to incriminate him. 

| think on who takes that PpOSsIlION Shows the utmost and lowest 
contempt and disrespect for the flag that is a svmbol of the liberty 
and freedom that he enjovs as an American citizen. I sincerely 


] } cs 
trust that we will be able to process these cases to that tribunal that 
11 » } } | . 1 . 41 
Will have the final judgment, vid that we will clarify this jungle trial 


has developed here in the use of the fifth amendment, where it has 


peen pervert d into an instrumentality to serve and protect the 
lowest kind of criminals that the human mind can imegine. 

AI] ra Are t! re anv othe 11 t10! 

Mir kK SED Mr. Lardino, when the staff first interviewed you, 
you admit ad that vou had come into the Woh iw \lay Of] 1939. and 
that vou had eome ih on ft »* TrecoInm aatron of Louis Ron who, 
Is that correct? 

Mr. Joux LARDINO. decline to answer on the grounds that my 
if \\ In (i O ilk li fe In 

Mir. Ken Have uu gone under thi of Kdward Nard 
2 id I | LI it various time : 

\] ! ARDINO | a celine to a 0 oro nds { t ti 
LusvV I het to phe ! Mlhate 

Mr. KENNED Aren't those some ahases vou have used, Mr. 
Lardino 

NED. be Larpino. | decline to answe on the grounds that my 
answer ma 1d tO incriminate me, 


KEN? BY, Vir. ¢ hairman, what, Of course, we are gone to 
7O 1nto Is the matter that was discussed earirer, of the nonentorcement 


of the union regulations and the fact that the union employees, or 


the employees of the various shops, are getting no benefit’ from 
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The other matter, which is of extreme importance, and which we 
| must keep our minds on, is what we developed at the beginning of 
this hearing, that many of these individuals came in under gangster 
| sponsorship, and that these organizations and unions were operated 
and set up by the underworld in Chicago. 

We had the testimony that this was so, and then we have seen 

developed here the fact that the employees in the various restaurants 

get no benefit whatsoever, and that this amounted to really a shake- 
| down or Mass extortion. 

I would like to ask Mr. Lardino if he knows some of these individuals 
with whom he has been linked in earlier testimony. That includes 
some of the highest of the underworld in Chicago, including Paul 
“The Waiter” Ricea. 

Do vou know Paul ‘The Waiter” Ricca? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

\ir. Kennepy. We had testimony that you were at the wake of 
Louie ‘‘Litthke New York’? Campagna, at Reggo’s funeral home in 





Chicago of June 1955. How did you liappen to go to his wake? 


| Mr. Jonn Larpino. I decline to answer on the grounds that my 
| answer may tend to incriminate me, 

| \ir. KENNEDY. What was there about him? Was hea great friend 
of yours, Mr. Lardino? 

Mir. Joun LArpINo. I refuse to answer on the grounds my answer 


may tend to incriminate me 

Mir. Kinnepy. At the wake, in addition to Little New York 
Campagna, was Joey Aiuppa. Was he a friend of yours? 

Mr. Joux Larpino. | refuse to answer on the grounds that my) 
answer may tend to incriminate me 

Mr. Kennepy. Sam ‘Mooney’ Giancana? 

Mr. Joun Larpino. I refuse to answer on the grounds that my 
answer mav tend to incriminate me 

Mr. Kennepy. Tony Accardo? 

Mr. Joun Larpino. | refuse to answer on the grounds that my 
answer may tend to incriminate me. 


Mir. Kennepy. Claude Maddox? 


Mr. Joun Larpino. I refuse to answer on the grounds that my 

answer may tend to incriminate me. 

The CHarRMAN. Let the record further show here, with emphasis, 
that the witness 1s el iphasizing his contempt for the committee by 
using the word “refuse”? instead of “deline.”’ 

Pr 
roceead 


Mr. KENNEDY. Jack Cerone? 

Mr. Joun Lanpino. L refuse to answer on the grounds that my 
answer nay tend to iicriminate me. 

Mr. Kennepy. ‘hese are all close friends of yours, Mr. Lardino? 

Mr. Joun Larpino. | refuse to answer on the grounds that my 


answer mav tend to imeriminate me. 
Mr. Kennepy. In addition to Mr. Campagna’s wake, we under- 
stand that vou also attended Tony Acecardo’s parties. Is that right, 


Mr. Lardino? 
Mr. Jonun Larpino. I refuse to answer on the grounds that mv 
answer might tend to incriminate me. 
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Mr. Kennepy. Your car was seen at the Fourth of July party of 
Tony Accardo in 1954. You were present at that party, were you, 
Mr. Lardino? 

Mr. Joun Larptno. I refuse to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. And we also had information that Paul “The 
Waiter’ Ricea was there. 

Mr. Joun LAARDINO. | refuse to answer on the erounds that mv 
answer may tend to meriminate me. 

Mr. Kennpey. And Jack “Skippy’’ Cerone? 

Mr. Joun LARDINO. | refuse to answer on the erounds that M\ 
answer may tend to incriminate me. 

Mr. Kennepy. These people are all friends of yours, are t 
Lardino? 

Mr. Jonn Larpino. I refuse to answer on the grounds that my 
answer may tend to incriminate me. 

Mr K ENNEDY. We had some testimony, r varding a Mr Labriola 
and Mr. Weinberg, who were trying to set up some trade association 
in 1953-54. According to the information we had, they were in toucl 
with somebody) they identified as Vou, On the telephone Could Vou 
tell us if you talked with them about setting up these trade associa- 


Le} Mr 


tions? 

Mr. Joun Larpino. I decline to answer on the grounds my answer 
may tend LO incriminate me, 

Mr. KENNEDY. Did you ever have any conversations with Robert 
Greenfield 

Mr. Joann Larpino. I decline to answer on the grounds that m\ 
answer may tend to incriminate me. 

Mr. Kennepy. Wait until I finish the question. Who is working 
now with Allen Dorfman, and who was associated with that group? 

Mr. Joun Larpino. I decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Where did you get your present home from, Mr 
Lardino? 

Mr. JOHN LLARDINO Pardon me, I didn’t hear you 

Mr. Kennepy. Where did you buy your present home? 

Mr. Jonn Larpino. I decline to answer on the grounds my answers 
may tend to incriminate me 

Mr. Ky NNEDY. Can you tell us from whom you purchased 1b! 

Mr. JOHN LLARDINO | decline tO answer on the erounds mv answer 
may tend to incriminate me. 

Mr. KENNEDY. Did you purchase it from Johnny Bananas 1) 
Chicago? 

Mr. JOHN LARDINO. | decline to answer on the grour Is my answer 
may tend to incriminate me. 

Mr. Kennepy. Accordine to the information we have, you pur 
chased your home from Johnny Bananas, who is a syndicate hoodlum 
in Chicago, in 1948. Is that correct? 

Mr. foun Larpino. I decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. Could vou tell us how vou happened to buy your 
home from him? 

Mr. Joun Larpino. | decline to answer on the grounds mhy answer 


Ths Lend to inerimimnate me. 
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Mr. Kennepy. And you paid $40,000 for that, is that right, in 1948? 

Mr. Joun Lanpino. I decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. Could vou tell us where vou got that money? 

Mr. Joun Lanrpino. | decline to answer on the grounds my answer 
may tend to incriminate me. 

Mir. Kennepy. Could you tell us what vour relationship has been 
with Anthony Champagne, who was a labor counsel for the Chicago 
Restaurant Association? 

Mr. Joun Larprno. | decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. And Abraham Teitelbaum, can you tell us about 
that? 

Mr. Joun Larpino. | decline to answer on the grounds my answer 
may tend to meriminate me 

\I 


1! 
} 


1 t : A } . 2 , 
INENNEDY Ana could vou tel 


ke was settled‘ 


us how it was that the Marquis 
Mir. Joun Larpino. | decline to answer on the grounds that my 
answer mav tend to incriminate me. 


Mir. Kennepy. Could vou tell us about bringing vour brother 


Danny Lardino—-do vou know Dannv Lardino? 
Mir. Joun LARDINO. Yes. 
r. KENNEDY. Did vou bring him into the labor movements? 
r. Joun LAarpino. | decline to answer on the grounds my answe! 
may tend to incriminate me. 

Mir. Kennepy. Do vou work with Danny Lardino? 

Mr. Joun Larpino. | deline to answer on the grounds my answe1 
mi tend to ineriminate me. 

\ir. KENNEDY. He was with loeal 658 and then was brought over 
to vour local. Could you tell us why that was done? 
\Ir. Jonn Larpino. | decline to answer on the grounds my answer 
may tend to incriminate m 

Mr. Kennepy. How much money do you get legitimately or do 
) 


vou cet trom the union which is actually recorded’ 


Mir. Joun Larpino. I decline to answer on the grounds my answer 
mav tend to incriminate me, 

Mr. Kennepy. Could you tell us why there are no records prior 
to 1955 for 

Mr. Jonn Larptno. I decline to answer on the grounds my answer 
mav tend to incriminate me. 

Mr. Kennepy. According to our records, in 1955, you received from 
the local: salary, $19,865; another salary adjustment of $3,400; a 
weekly expense of $5,850; a convention expense of $2,400; a Christmas 


honus of $400: making a total of $31,915. Is that correct? 





a ») 
oeal 593° 


Mr. Joun Larpino. | decline to answer on the ground my answer 
mav tend to incriminate me. 

\fr. Kennepy. Mr. Chairman, that was incorrect. 

| gave Mr. Blakely. How much do you get, Mr. Lardino? 

Mr. JoHN LAnrpDINOo. | decline to answer on tl 
may tend to incriminate me. 

Mr. Kennepy. From the local 593, salary of $19,\865; salary ad- 
justments of $3,400; weekly expense of $5,872; total for that vear, 
convention expense of $1.400: automobile expense of $2,420.40; 
Christmas bonus of $400; making a total of $33,357.40. Is that 


right 


ie grounds my answer 
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Mir. Jon Larpino. | decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. You got $33,357.40 in 1955 for doing exactly what, 
\Ir Lardino? 

Mr. Larpino. | decline to answer on the grounds my answer may 
tend to incriminate me. 
\Ir. KeENNeEpy. What other money did you get from the local? 
Mr. Larpino. I decline to answer on the grounds my answer may 
nd to mcriminate me 
Mr. Kennepy. Mr. Chairman, could I call Mr. Mundie, to con- 
irm these figures for 1955 and put the figures for 1956 and 1957 in? 


The CHarRMAN. Yes 


f 
i¢*l 


TESTIMONY OF JAMES MUNDIE, STAFF MEMBER, SENATE SELECT 
COMMITTEE—Resumed 


The CuarrmMan. Mr. Mundie, you have been previously sworn 

\[r. Munpbre. I havi 

The ¢ “HAIRMA You will remain under the same oat! 

Mr. Ky NNEDY. la e you made wh) examination of t | c books and 
reco s of lo | 59 

Mr. Munpre. I hav 

ir IK NNEDY Were all of the books and records available 

Mr. Mun ye. For the years 1955, 1956, and 1957 

\Ir IX 1 NNEDY Prior to that, there were ho books or ecords? 

Mir. Munpre. They told me they had been destroved 

\[r. KENNEDY Vould you tell us what the books and records show 

il ou can trace that went to Vir Lardino? 


| gave the figures for 1955. Were those figures correct? 


Vii Nit NDIE. Chat Is correct 

Mr. Ki NNEDY Would you give the figvures for 1955 piease? 

\ \iUNDI In 1956 Ni Lardino received $23,700 } salary 
\\ ekly expense of S5.60S: convention expense of S$? O50 trike ex 
pense, S65: purchase of an automobile, Cadillac automobile, $2,067 
( siz Onus. $400: making a total of $33.900. 

K \ ! { lt 195 ? 

\ | I G57 | dino ow aa 4A OOD l 
Sil \ | ) ( ~ 0) ) pense of QA) thre 
| ( Ot a LutoMmobite of SYZA i) of nal ( mstmas OnUsS Of 
mt al i thi Oo es yf) 

iF a’ DY Does 1\ mol O \ Ot ‘ loeal 
( t Ca race Ore i than anv other 1 ion official? 
DI Well 1 Ca 957 1t Ww out yf )E) O 
i | D i 3] ely s rhe Ti¢ | 
I I D Yes, Sil 
I Hy \ D \1 CLi¢ at ay ) l 4) Vil tive 
1) partie of | LDO! 
Vir. Nii LL 1S CO 
lr. Kexnnepy. In the reports that were filed with the Department 
of Labor prior to our investigation beginning, which was in earl 


1957 of these union reports, did Mr. Lardino report accurately how 
much money he was receiving out of this union? 


Mr. Munpier. In the year 1955, the report to the Labor Depart- 


ment 
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Mr. KeNNEDy. For the vear 1955, which would be filed in 1956? 

Mir. Munpire. That is correct; Mr. Lardino as administrative 
director was reported to have $18,796. 

Mr. Kiennepy. How much money did he actually receive? 

Mr. Munpik&. $33,357.40. 

Mr. Kennepy. Did he report all the money on his income-tax 
returns that he received out of the union? 

Ir. Munpre. Mr Lardino reported his salary, no weekly expense, 
ho convention expense, and no automobile expense, and no Christmas 
bonus. 

Mir. Kennepy. This weekly expense was expense that he received 
periodically and which there were no vouchers for? 

\I Mit NDII Evel vy week. 

Mir. Kiennepy. For the vear 1956, that report was not filed until 


1957: 1s that meht 


\ir. Munpre. That is correct 
Vir. KENNEI And that report is accurate in substance; ts that 
| ‘ ! ] 4 P 4 
Vil VLUNDI N ubstance, with the exception of the convention 
| ‘ i. : 
ey end the automobite and bonu 


TESTIMONY OF JOHN LARDINO-— Resumed 


Yi } Vi rset adepos oO 
| ‘ ! dechne to a ver on the grounds \ 
bit) ( I 
IN i epy. Isn't it correct when | Iked to vou « in ( oO 
qj 1? 2 Sul a posit Lye nad mad i yO" ( i] - 
eL | ~ (ley | box 
( der rhe tO lds\W Oh t rounds | ( ( 
ii¢ 
Y. Fs Could ru tell what vou | r tt posi 
' . 
\I | INO | ec! eC tO ! ver « { ‘OUTLAS 1 i} ( 8) 
Lh he hit) iyi 
Nir. KenNNeDY. | would like to call Mr. Duffy, Mr. Chairma: ho 
made an examination of the safe deposit box. 
he CuarkmMan. Mr. Duffy, vou have been previously sworn. — Y 


may remain where vou are. 


TESTIMONY OF LA VERN J. DUFFY, INVESTIGATOR  Resumed 


Mr. Durry. When we examined that, we found he had $25,000 
eash, $25,000 in Government bonds made out to John and Joann 
Lardino I might also add at the time I asked Mr. Lardino he 
much money he had in his personal possession, and he stated that tie 
had $1,000 in his pocket 

Mir. KENNEDY Also, did we ask Mr Lardino where his bank 
accounts were? 

Mr. Durry. We asked Mr. Lardino to submit the names of the 
various banks he had money in, and he stated he had no bank account 
in Chicago, that he did not keep vv mone In the banks. 

\Ir. Kennepy. Is that correct, Mr. Lardino? 
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Mr. Joun Larpino. | decline to answer on the grounds that my 
answer may tend to incriminate me. 

Mr. Kennepy. Could you tell us where the $25,000 in cash came 
from? 

Mr. Joun Larpino. | decline to answer on the grounds my answer 
may tend to incriminate me. 

Mr. Kennepy. Mr. Duffy, did we request from Mr. Lardino an 
examination of the bills so that we could determine the location and 
the number of the bills? 

Mr. Durry. Yes. When I examined the currency in the safe deposit 
box, I asked to take off some of the serial numbers on the money. 

The attorney, or I should Say Mr. Lardino was present, not his 
attorney, and they refused to let me take any of the numbers off of 
the bills. 

Mr. Kennepy. Is that correct? 

Mr. Larpino. I decline to answer on the erounds mV answer may 
tend to incriminate me. 

Mr. Kennepy. You wouldn't tell us anything, then, about your 
associates, your criminal associates, your associates in the underworld? 

You wouldn't tell us anything about the operation of the union, 
and you wouldn’t tell us anything about your personal finances, Is 
that right, Mr. Lardino? 

The witness conferred with his counsel. 

Mr. Larptno. I decline to answer on the grounds it may tend to 
incriminate me 
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85TH CONGRESS SENATE REPORT 
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PROCEEDINGS AGAINST JOSEPH AIUPPA FOR 
CONT EMPT OF THE SENATE 


AuGustT 8, 1958.— Ordered to be printed 


READING ROOM 


Mr. McCiectian, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 
{To accompany S. Res. 372 


The Senate Select Committee on Improper Activities in the Labor 
uw Management Field, created and authorized by Senate Resolution 
74, agreed to January 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221, agreed 
to January 29, 1958, of the 85th Congress, 2d session, and under the 
rules of procedure aclopted by the committee on February 5, 1957, 
and under the Standing Rules of the Senate, caused to be issued a 
subpena to Joseph Aiuppa, which was duly served on him on July 
14, 1958. Said subpe na directed Jose “ph Aiup pa to appear forthwith 
hefore the committee at their committee room, Senate Office Build- 
ing, Washington, D. C., and then ae there to testify relative to the 
subject matter under consideration by the said Senate Select Com- 
mittee on Improper Activities in the Labor or Management Field. 

The subpena served upon the said Joseph Aiuppa is set forth as 
follows: 

Unirep States or AMERICA 


CONGRESS OF THE UNITED STATES 


To Josepn Aruppa, aka Jory O'Brien, 4 Yorkshire Drive, 
Elmh wurst, Tllino?zs. ree ting S 

Pursuant to lawful authority, you are hereby commanded 
to appear before the Senate Select Committee on [Improper 
Activities in the Labor or Management Field of the Senate 
of the United States, forthwith, at their committee room, 101 
Senate Office Building, Washington, D. C., then and there to 
testify what you may know relative to the subject matters 


20008 58 
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under consideration by said committee, and produce your 
personal records for the period January 1, 1950 to date re- 
lating to bank accounts (checking and savings) deposit 
tickets, brokerage accounts, bank statements, cancelled 
checks, check stubs, records of securities and other assets 
purchased and liquidated during period 1950 to date, cor- 
respondence file relating to bank accounts, saving and check- 
ing and other assets, and all other cor responding files. 

‘Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 


_ | ea ee to serve and return. 
Given under my hand, by order of the committee, this 
10th day of June . in the year of our Lord one thou- 


sand nine hundred and fifty-eight. 


(Signed) Jown L. McCreiian, 
Chairman, Senate Select Committee on Improper 
Activities in the Labor or Management Field. 


JuLY 14, 1958. 

I made service of the within subpena by personal service 
the within-named Joey Aiuppa, at Rm. 201 Federal Bldg., 
Chic., Ill. at 3:55 o’clock p. m., on the 14th day of July, 
1958. 

(Signed) James McSuHane. 


Joseph Aiuppa appeared and testified before the committee, pursu- 
ant to the aforementioned subpena, at hearings held July 18, 1 958, in 
Washington, D.C. 

The said Jose »ph Aiuppa, having appeared as a witness and having 
been asked certain questions, which questions were pertinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 18, 1958, which record is made a part hereof. 
Excerpts of this testimony and relevant documents are annexed hereto 
and designated as “Exhibit 1.’ 

The committee was conducting hearings relative to gangster infil- 
tration into labor organizations in the Chicago, Ill., area. The chair- 
man has stated in public sessions of the committee : 


There can be no doubt that these witnesses are making abso- 
lutely capricious use and abuse of the fifth-amendment priv- 
ilege, when a citizen of this country takes a position that he 

can’t acknowledge that fact without the possibility of being 
incriminated or cannot tell the date or the place of his birth, 
if he was born in this country, without possible self-incrimi- 
nation. 


Joseph Aiuppa was asked questions concerning his citizenship. He 
refused to answer on the ground that the answers might tend to 
incriminate him. 

It is the committee’s contention that the constitutional privilege to 
refuse to answer should be made in good faith. The witness repeat- 
edly refused to state, under oath, whether he honestly believed that a 
truthful answer would tend to incriminate him. 
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The legitimate legislative purpose behind such questions is clear. 
The chairman, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage- 
ment associations, stated : 


We are trying to determine whether that infiltration is by 
citizens who owe an obligation to this country, or if it is by 
people in some instances who are not citizens of this coun- 
try who are taking advantage of their presence here to engage 
in improper practices and even criminal acts to exploit the 
American citizen and to prey upon innocent people in this 
country. 


Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be allevi- 
ated. If it develops that they are being engaged in, in the 
main, by people who are not ¢ i of the United States, one 
of the ways to correct the situation is to tighten up the de- 
portation proceedings and to expedite them. So, a question 
is most pertinent and most relative which directs itself to the 
question of whether or not the man on the witness stand is a 
citizen of the United States, and, as such, entitled to live here, 
and regardless of any crimes he may commit. If he is not a 
citizen of the United States, he is subject to deportation if he 
is involved in criminal activities, 


Senator Curtis, in discussing the legislative purposes on questions 
concerning citizenship, stated : 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to consider 
the question of whether or not they should, by law, provide 
that union officers and agents must be citizens. Any infor- 
mation that we can provide in these hearings on that serves 
a definite legislative purpose, and is very much pertinent to 
our inquiry, ,and would in no way incriminate the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was, thus, prevented from 
receiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and, after reviewing 
the facts in this matter, as set forth in this report, resolved to present to 
the United States Senate for its immediate action a resolution requir- 
ing the United States attor any for the District of Columbia to pro- 


ceed against the said Joseph Aiuppa in the manner and form pre- 
scribed. by law. 
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Exuieit 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


Unrrep Stares SENATE, 
SeELEcr CoMMITTEE ON ImprRopER ACTIVITIES 
IN THE LABOR OR MANAGEMENT FIELD, 
Washington, D. C., Friday, July 18, 1958. 

The select committee met at 10:30 a. m., pursuant to Senate Reso- 
lution 74, agreed to January 30, 1957, in the caucus room, United 
States Senate, Senator John L. McClellan (chairman of the select 
committee) presiding. 

Members of the select committee present: Senator John L. Mc- 
Clellan, Democrat, Arkansas; Senator Frank Church, Democrat, 
Idaho; Senator Karl E. Mundt, Republican, South Dakota; and 
Senator Car] T. Curtis, Republican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; LaVern J. Duffy, 
investigator; James P. Kelly, investigator; James Mundie, investiga- 
tor; and Ruth Young Watt, chief cler Kk J 

(At the convening of the session, the following members were pres- 
ent: Senators McClellan, Curtis, Church, and Mundt. ) 

The CHarrMan. The committee will come to order. 

Mr. Kennepy. Mr. Chairman, the first witness this morning was 
to be, once again, Mr. Blakeley. He is the international vice pres- 
ident. His attorney is here to make a statement about Mr. Blakeley. 

Mr. CautuaHan. Mr. Chairman, I did not want to make the an- 
nouncement yesterday that Mr. Blakeley had a heart attack, because of 
his wife, but she flew here last night and is now with him. We have 
a heart man here in Washington, and he will prepare a report which 
will be made a matter of record with this committee. Mr, Blakeley 
has had a heart condition for a great number of years. That report, 
as to his past condition, will also be made a matter of record. 

He is presently confined to his bed, and, when possible, will return 
to Chicago, where he will go into a hospital there. 

He will be available to this committee at any time the committee 
so requires, however. ‘ 

The CHatmman. I stated yesterday that the chief counsel of the 
committee had looked into the matter and was fully satisfied that Mr. 
Blakeley was not able to appear yesterday. I believe you called me 
late yesterday afternoon and gave me a report, 

Mr. Cautanan. I told you “the results of the electrocardiogram ; 
yes, sir. 

The CHatrmMan. Of course, this committee would never undertake 
to compel people to appear to testify before us when it might en- 
danger their life. We will just have to defer hearing Mr. Blakeley 
until such time as his health improves. ‘The committee will have a 
continuing interest in him and in his testimony. We trust that you, as 
counsel for him, will keep in touch with the staff and keep us advised 
of the progress he makes toward recover y. 

Mr. Catianan. I want to thank you ~~ your consideration, Sena 
tor. I will return to Chicago now, but I will have the documents 
delivered to the committee. Thank you, sir. 
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Mr. Kennepy. Mr. Chairman, we also had expected or wanted to 
have Mr. Moony Giancana, from Chicago, who is amongst the first 
three in the Chicago area in the underworld, and he has important 
information he can give to the committee. We have been looking for 
him for a period of some 3 months. We have been unable to find ‘him. 
He has left his usual places of operation in Chicago. We have tried 
to subpena him at home, and have been unable to do so. But we did 
subpena his daughter, however, to see whether she could give us any 
information about the activities of the restaurants in Chicago and 
the labor unions. His daughter’s attorney is here now with a state- 
ment to make. 

Mr. FrrzceravD. Mr. Chairman and Mr. Counsel 

The CuairmMan. Will you identify yourself ? 

Mr. Frrzcrratp. My name is Benedict F. Fitzgerald, Jr., attorney 
at law. 

The CHatrmMan. May I inquire if a copy of his statement has been 
submitted ? 

Mr. Kennepy. I believe it isa letter; is it ? 

Mr. Firzceratp. That is right. I have submitted a motion to quash 
the subpena, Your Honor, together with a copy of the statement fur- 
nished by Dr. William F. Parelli, M. D. 

I represent this little lady. I don’t represent her father. I have 
never had the privilege of meeting her father. 

But she seems to be pretty ill. I have a statement here which indi- 
cates that fact. 

The nature of her illness is such that, if Your Honor reads this and 
refuses this, you will be probably wanting to return this to me and 
not insert it in the record. That was requested by the doctor. He told 
me not to let this out of my hands. But I thought I would show it to 
youanyway. If you want any further interrogation on it 

The Cuarman. I think, if you have a document there that in- 
volves, possibly, confidential or privileged information as between 
doctor and patient, that it may be submitted to the members of the 
committee for their inspection, and, if satisfied that it is a document of 
that nature, or proper propriety dictates it should not be placed in the 
record, the committee will not place it in the record. But I cannot 
pass judgment on it until, at least, the committee has seen it. 

Mr. Frrzceravp. Yes; surely. I would like to pass it over at this 
time. 

The CHatrman. Do you have extra copies? 

Mr. Firzcrratp. No; I don’t, Mr. Chairman. I might say that the 
doctor is available in Chicago, if any of you gentlemen want to have 
your investigators contact him. 

The CHammMan,. On the basis of the information contained in this 
doctor’s certificate, the committee will defer the hearing of the witness 
named in the statement, unless there is objection. The Chair hears 
none. The heari ing of this witness will be deferred. 

Mr. Firzgrraup, Thank you, sir. 

The Crairman. Thank you. Proceed, Mr. Kennedy. 

Mr. Kennepy. Mr. Chairman, we have had some testimony in the 
past regarding some of the wage scales that have been paid in some of 
these restaurants in Chicago. We have a compilation of those wage 
scales paid in restaurants, and the differential between the w age scales 
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that are paid and the ones that are contained in the union’s pamphlet 
or book on what the waitresses, waiters, et cetera, should be paid. 1 
would like to call Mr. Gotsch to have him insert this wage scale in 
the record so that it would be available to the committee. 


TESTIMONY OF GERALD GOTSCH—Resumed 


Mr. Gortscu. Mr. Kennedy, do you want the detail ? 

Mr. Kennepy. Mr. Chairman, I don’t think it has to be read into 
the record. It has been referred to during the course of the hearing. 

The CuHatrmMan. This is a compilation of the restaurants you have 
investigated that have been test ified to here, where they either join the 
union or some of them join the union, and where the union wage was 
not paid, and, by that calculation, where they were paid below union 
wages, you made a calculation that, on that basis, the restaurant saved 
so much annually ? 

Mr. Gorscu. That is correct, Senator. 

The Cuamman. Or the proprietor saved so much annually. This is 
simply upon that basis of calculation. It does not take into account 
those instances where there may have been fringe benefits or fringe 
payments provided, or some benefits provided, that may have offset 
altogether or at least dan in part some of these so-called profits or 
gains made by that arrangement. 

Mr. Gotscu. That is correct, Senator. 

Mr. Kennepy. We want to point out that some of these restaurants 
might be paying their waitresses with the fringe benefits more than 
the union scale. But this is based strictly on the union book as to 
what they should be paid if the union enforced the contract; if the 
union enforced the contract, this is how much more it would cost the 
employer to have paid union scale over a period of a year. 

The Cuatrmay. In other words, this tends to emphasize again, as I 
have pointed out, that, so far as the union being really interested or 
concerned about the people it forced to join or caused management 
to force to join, or to put into the union, and pay dues on, it simply 
emphasizes that they were not concerned about wages or working 
conditions, but simply to get the money. 

Mr. Gorscn. That is correct, sir. 

Mr. Kennepy. Some of the restaurants we have discussed are not 
contained in here; is that correct ? 

Mr. Gorscu. Right. 

Mr. Kennepy. And that is where we have found that they are 
paying union scale or approximately union scale. 

Mr. Gorscn. That is correct. Some are also included that have 
paid union scale. 

The Ciaran. This compilation may be made exhibit No, 37. 

(The document referred to was marked “Exhibit No. 37” for refer- 
ence. ) 

Senator Munpr. So that we can get it in a proper perspective, is 
this a union scale that is national, or is it a union scale applicable 
only in Chicago? Is it a national union scale averaging out for 
cities of the size of Chicago? 

The Crarrman. It has been testified that was the union scale in 
Chicago. 
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Senator Munpr. No. 2, this being the union scale in Chicago, is it 
a union scale which has been arrived at by the type of union “leaders 
that we have called before our committee who have taken the fifth 
amendment and have refused to testify? Or is this a union scale 
arrived at by some reputable union ¢ 

Mr. Gorscu. It is by the joint local board, Senator. 

Senator Munpr. That does not answer my question. The question 

Is this a union scale arrived at by unions led by the officials who 
have come here and refused to testify ¢ 

Mr. Gorscn. Yes. 

Mr. Kennepy. Not. completely. 

Mr. Gorscn. Not completely. We haven’t talked to Mr. Blakeley 
vet. 

Senator Munpr. Then, speaking for myself alone, Mr. Chairman, 
I protest against the insertion of this as evidence. I think it is 
manifestly unfair to any restaurant man to have him alleged to be 
refusing to pay union wages arrived at by thugs and racketeers who 
refuse to testify before this committee. To me, I give no credence 
whatsoever to any so-called union scale arrived at by thieves, thugs, 
crooks, and racketeers, unwilling to testify before this committee even 
as to whether or not they are a citizen. I don’t think we should 
smear any restaurant or hotelman or anybody on the basis of the 
failing to pay tribute to that kind of racket. 

Senator Curtis. Mr. Chairman ? 

Senator Munpr. That is my own personal opinion, and I wanted 
that in before the evidence is made public. If the rest of the commit- 
tee desires to use it, O. K., but I protest against it. 

Senator Curtis. Mr. Chairman ? 

The CuHatrmMan. Senator Curtis. 

Senator Curtis. Has any witness appeared and explained the union 
scale and has defended it? 

The CHarrMan, I beg your pardon ? 

Senator Curtis. Has any witness appeared to explain the union 
scale, its application, and defended its accuracy ? 

The Cuarrman. Yes. They testified, as I recall, witnesses testi- 
fied, that this union scale was published and handed out. 

Senator Curtis. That was not my question. Has any witness ap- 
peared here, described this union scale, testified as to its application, 
and defended it eae seale properly arrived at? 

The Cuamman. I don’t know how it was arrived at. I can’t answer 
that. It is the one in use, whether arrived at wisely or not. 

Senator Curtis. My recollection is that the only union witnesses 
that have been here while I have been here have been of the type de- 
scribed by Senator Mundt. It is a group that cannot be relied upon. 
They are definitely of the hoodlum type. Every other witness that 
was asked about this union scale found fault with it, criticized the 
way it was made up. ‘They criticized the allowance made for 
gratuities. 

Every other witness that. was asked about this challenged the thesis 
that the restaurants had a yearly savings that could be tabulated. My 
observation, listening to these hearings, is that no one had a saving, 
by reason of their clash with these outlaws in Chicago. Perhaps it 
should be tabulated, the damage that they have done. Here we have 
in union activity, one restaurant owner telling that part of the har- 
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assment that he suffered was that they would transport several car- 
loads of derelicts to his restaurant, give them money, and send them 
inside, and they would go in there and fall asleep and keep out other 
customers. 

How are you going to put a value on that, what that cost him. I join 
Senator Mundt’s protest in a tabulation of what a restaurant owner 
saves by not making further concessions to racketeers like this. I 
think it. is totally misle: iding. I do not challenge Mr. Gotsch’s mathe- 
matics in the thing. I know ‘he followed instructions. 

Mr. Kennepy. My instructions. 

Senator Curtis. Yes. But I think that the way it happens, in the 
light of all the other testimony, it will be a document that will be 
quoted by others, completely out of context. Therefore, I join in 
Senator Mundt’s protest. 

Senator Cuurcn. Mr. Chairman ? 

The Cuamman. Senator Church. 

Senator Cuurcn. It seems to me that the relevant inquiry here is 
not who computed this scale nor their general standards of conduct in 
handling their particular locals. I think the evidence is replete that 
these particular locals are handled by people that would not have the 
approval nor approbation of members of this committee nor of the 
public generally. But I really do believe that the relevant inquiry is 
whether or not this particular union scale that exists in Chicago is in 
line with union scales for comparable work done in cities of compara- 
ble size. Much testimony was given that the scale in Chicago, the 
union scale, for waitresses was 67 cents an hour. That does not seem 
to me to be a very large or excessive wage. I would like to inquire 
of our counsel and members of the committee whether or not the union 
scale in Chicago is in line with union scales existing elsewhere in 
cities of that size for this kind of work. 

I think that is the relevant inquiry as to the validity of the scale 
that is in question here. 

Mr. Kennepy. Mr. Chairman, I believe that Mr. Duffy of the 
committee staff has been sworn and can give you an answer to that 
question. 

Mr. Durry. Senator Church, we have not made a detailed study on 
this, but we have been told that the union wage scales in Chicago are 
lower than in other cities of comparable size, generally. 

Senator Cuurcn. That the scale we have been talking about here 
is generally lower than scales prevailing elsewhere for comparable 
types of work in cities of comparable size; is that correct? 

Mr. Durry. That is correct. 

Senator Cuurcu. In the light of that, Mr. Chairman, I should 
think there would be no objection, and certainly I have no objection, 
to the inclusion in the record of this table. 

The Cuarmman. The Chair would make this observation again. I 
think the force of significance of this document is simply that it 
shows the union, the union officials, were not in good faith. It is a 
part of their scheme, it is a part of the fraud that they were perpe- 
trating on these people out there. That is the interpretation that I 
give to it. 

- They were not sincere, they were not concerned, whether honest 
people or crooks or whoever established the scale, they show no con- 
cern about it. 
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Senator Munpr. Mr. Chairman, to explain my point a little fur- 
ther, I commend the chairman on the fact that through these hear- 
ings, to the fullest extent possible, we have avoided smearing innocent 
people or even reciting facts that can be misrepresented by ‘others. I 
know nothing about these restaurants that are listed here. T hey may 
all be running sweatshops, as far as I know, or they may be entirely 
reputable. But we have perhaps 20 or 30 restaurants which it is pro- 
poe now to pillory on the press of the city of Chicago under the 

eading “Yearly savings to 27 restaurants in the Chicago area due to 
wages paid below union scale.” 

I submit that the union scale, so-called, in Chicago, set up by these 
racketeers, was a scale to exact tribute. It is entirely possible that 
we are smearing people who refused to knuckle under to some of these 
racketeers. It is entirely possible that this could be interpreted as a 
smear for failing to pay a union scale, fictitiously arrived at, with no 
relationship to the types of services rendered. 

Mr. Duffy said we have made no study of comparable union scales 
in comparable cities, but we have been told it’s lower. 

Now, if we are going to put this kind of list out, I think the least 
we could do is to make a complete study of union scales in other cities 
so that we know that we are on solid ground. 

I, for one, reiterate the fact I have no confidence whatsoever, I give 
no credence whatsoever, to union scales contrived by crooks, to a union 
scale which it is proposed to apply by men who refuse to testify be- 
fore this committee whether they are citizens or not, the fakers who 
take the fifth amendment on every question that is asked. And I 
want no part of publishing a list which conceivably could be used to 
smear people because they refuse to knuckle under to or cooperate 
with that kind of racket in the city of Chicago. 

The Cuarrman. Has each one made all the statements he wants to 
make ? 

Senator Cnurcn. Mr. Chairman, I will make this one additional 
statement. I have to express my disagreement, again, with Senator 
Mundt. It seems to me that it is not entirely accurate to say that 
the inclusion of this evidence in the record will be a smear against 
restaurant owners who have refused to knuckle under to these racket- 
eering locals in Chicago. I think the evidence will bear out that in 
almost all of these cases, these restaurants have knuckled under in 
the sense that they have entered into arrangements with these particu- 
lar locals, wher eby they pay on a certain number of employees to these 
unions and do in this sense pay tribute to these unions. But these 
very unions are so unconcerned about the employees in these very 
restaurants that they don’t undertake to enforce the union rate or the 
union scale that has been established in the union contracts. 

The point of this, it seems to me, is quite apart from smearing these 
restaurants. The point of this is to demonstrate that restaurants 
that are engaged in paying tribute on a portion or proportion of their 
employees and getting by, by not paying the union scale that in many 
cases is set up in the contracts that are not enforced, are actually 
realizing savings thereby. 

Senator Curtis. Will the distinguished Senator yield for a ques- 
tion ? 

Senator Cuurcn. Yes, I yield. 


S. Rept. 2276, 85-2-———2 
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Senator Curtis. Isn’t it true that the heading of this document does 
not say anything about the failure of unions to protect the employees. 
Neither does it say anything about unions’ failing to collect their con- 
tract. The document I have here puts the stigma on restaurant owners, 
It says that they save so much on this transac tion. 

Senator Cuurcu. Well, I would say in reply to that, that this is 
one of many documents that has been entered into the record in the 

context of hearings that have lasted several days. This is exhibit No. 
37. Itis being placed i in ye record within the context of hearings that 
cover this whole field. I do not think, since it appears as part of a 
record that brings that whole story to light, that it will be taken out 
of perspective. ‘In the perspective of the hearings, this merely bears 

out what the testimony here has indicated, namely, that there are 
number of restaurants that are paying tribute to locals that are un- 
concerned about the welfare of the employees, and are not enforcing 
union scale, and that certain savings are being effected thereby. I 
think this is a reflection on the locals. I think it also indicates that in 
some instances, at least, management is also profiting by this arrange- 
ment. 

Therefore, I think it is pertinent to the inquiry, and when taken 
into the context of the hearings of the last 2 or 3 days, it is not 
misleading. 

The Cuamman. The Chair will state this, and I hope we can go on, 
that this is a compilation of testimony that has been given here, and 
the Chair has simply made it an exhibit. I have not ordered it printed 
in the record. 

It is for whatever information and value it has. I take the position 
that the primary reflection is upon the union that would go out and 
compel these folks to join, and many of them did have to join to stay 
in business, and that this showed very definitely that the union was 
not concerned. If it had been enforcing its contracts, these folks 
would have had to pay out that much money. 

Is there anything further? 

If not, we will move on. 

All right, call the next witness. 

Mr. Kennepy. Mr. Chairman, we have been looking for Mr. Joey 
Aiuppa for a long period of time. We were finally able to locate 
him. He is here today and I would like to call him as a witness. 

The Cuarrman. Mr. Aiuppa. 

Be sworn, please. You do solemnly swear the evidence you shall 
give before this Senate select committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 


Mr. Aruppa. I do. 


TESTIMONY OF JOSEPH AIUPPA, SECRETARY-TREASURER, LOCAL 
450, HOTEL, CLUB, RESTAURANT EMPLOYEES, AND BARTENDERS, 
CHICAGO, ILL.; ACCOMPANIED BY COUNSEL, MAURICE WALSH, 
CHICAGO, ILL. 


The CHarrMaNn. State your name, your place of residence, and your 
business or occupation. 

Mr. Watsu. Before the testimony begins, may I make a request of 
the committee ? 
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The CHarrman. When the witness has properly identified himself, 
the Chair will hear counsel. 

Mr. Aruppa. Joseph Aiuppa, 4 Yorkshire Drive, Elmhurst, Il. 

The Cuarrman. What is your business or occupation, Mr. Aiuppa? 

Mr. Arurpa. I decline to answer on the ground that my answer 
might tend to incriminate me. 

The Cuairman. You have counsel present ? 

Mr. Arurpa. Yes, sir. 

The CHarrman. Do you know your counsel ? 

Mr. Atuppa. Yes, sir. 

The Cuarmman. Counsel, will you identify yourself for the record ? 
please ? 

Mr. Watsn. My name is Maurice Walsh. I am admitted to prac- 
tice law in the State of Illinois and several Federal courts. 

Senator Munpr. Mr. Walsh, you failed to give your address. 

Mr. WatsH. 105 West Adams Street, Chicago, Ill. In accordance 
with rule 8 of the rules of procedure of the select committee, which 
reads: 

A witness may request on grounds of distraction, harassment, or physical dis- 
comfort, that during his testimony, television, motion picture, and other cameras 
and lights shall not be directed at him, such request to be ruled upon by the 
committee members present at the hearings. 

Mr. Aiuppa informs me that the television camera and other lights 
will be distracting to him, will harass him, and will cause him physical 
discomfort, and I might say that that light is quite uncomfortable 
tome. But in support of that, I would like to urge the decision of the 
district court in the United States v. Kleinman (107 Federal Supp. 

407), where Mr. Kleinman refused before the Kefauver committee, and 
the district court found that he should not have been compelled to 
undergo the lights. In additional support, I should like to cite a 
statute of the State of Illinois, numbered paragraph 57 of chapter 51, 
Smith-Hurd Illinois Statutes Annotated, which reads, 


No witness shall be compelled to testify in any proceeding conducted by a court, 
Commission, administrative agency or other tribunal in this State if any portion 
of his testimony is to be broadcast or televised or if motion pictures are to be 
taken of him while testifying. 

I suggest that the only television showing of this proceeding that 
I am aware of is direc ted to Chicago, TIl., and in a sense the broad- 
casting company is evading that statute. That is the extent of our 
request 

The Cuamrman. Mr. Walsh, you do not contend that the Illinois 
statute controls a Senate investigating committee, do you? 

Mr. Watsu. I am merely urging that as persuasive matter, to show 
what a State legislature has done. That was their judgment of the 
matter. 

The Cratrman. Are you also familiar with the policy that I think 
has been firmly established by the committee, where witnesses co- 
operate with the committee and if they are in good faith in making 
the request that we grant it, and if a witness’ purpose is only to sit 
here and take the fifth amendment, the committee has held that we 
could see no reason why a little light would detract from his being 
ble to repeat that over a over. 
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Mr. Watsn. Well, I don’t know that that calls for any reply from 
me. I have an opinion on it, but I wouldn’t state it unless you suggest 
that I do. 

The Crairman. I asked if you were familiar with that. 

Mr. Watsu. I have heard it announced, yes, sir, by watching 
television. 

The Cuairman. I will ask this witness this question: Is it your 
intention to cooperate with the committee and give the committee such 
information as you may have that is pertinent to this i inquiry ? 

Mr. Arurra. I decline to answer on the ground that the answer 
might tend to incriminate me. 

The CHatrmMan. Senator Mundt? 

Senator Munpr. Mr. Chairman? In view of that, I think that the 
chairman might well rule as I am sure he is going to rule, that the 
lights cannot possibly distract a witness who is going to hide behind the 
fifth ame ndment and in fact they might be helpful to him, because it 
makes it easier for him to read that monotonous response with the 
dark glasses he is wearing. We are trying to help the witness, so I 
suggest we keep the lights on. 

(The witness conferred with his counsel.) 

The Cuarrman. The Chair has in the past ruled each time that 
there could be no possible serious distraction at least by reason of the 
lights being on if all the witness is going to do is take the fifth amend- 
ment. I wills: ay this: If the witness and his counsel will now agree to 
fully cooperate with the committee, as the Chair has suggested, by 
viving information pertinent to this inquiry, information within his 
knowledge and about which he may be interrogated, if the witness will 
agree to do that, we will be most happy to grant his request. 

“Well, let the record show the witness and counsel remain silent. 
The request is overruled. We will proceed. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. Mr. Aiuppa, could you tell us what your association, 
relationship, has been with local 450 of the Hotel and Restaurant 
Workers Union ? 

Mr. Aruppa. I decline to answer. 

Mr. Kennepy. Would you give the reasons that you decline to 
answer when you decline to answer, please # 

Mr. Arupra. It may tend to incriminate me. 

Mr. Kennepy. Mr. Chairman, we have had some testimony regard- 
ing Mr. Aiuppa’s connection with local 450. 

The Catrman. Before we proceed further, may I ask the witness: 
Were you born in the United States? 

Mr. Arurpa. I decline to answer. 

The CHarrman. You have counsel. I am not going to take the 
burden upon myself to instruct you how to answer properly, if you 
really have in mind to invoke the fifth amendment. So I am going to 
let your answers stand as you make them. I will aks you the question: 
Were you born in the United States? 

Mr. Aruppa. I invoke the fifth amendment. 

The Cuarrman. Are you now a citizen of the United States? 

Mr. Aruppa. I decline to answer. 

(The witness conferred with his counsel.) 

The CHAIRMAN. Do you honestly believe that if you gave a truthful 
answer to the questions “Were you born in the United States?” and 
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“Are you now a citizen of the United States?” that a truthful answer 
to those questions or to either of them might tend to incriminate you ? 

Mr. Aruppa. I decline to answer on the ground that my answer muy 
tend to incriminate me. 

The Crarrman. With the approval of the committee, the Chair 
orders and directs the witness to answer the question: Do you honestly 
believe that if you gave a truthful answer to the questions “Were you 
born in the United States?” and “Are you now a citizen of the United 
States?” that a truthful answer might tend to incriminate you ? 

Mr. Watsn. Mr. Chairman, we have one additional objection that 
I would like to state, and that is that the question is not pertinent to 
the inquiry, and we ask for a statement of its pertinency and the 
connective reasoning. 

The Cuarrman. The Chair will state its pertinency. We are trying 
to determine about improper practices in management-labor relations, 
and to determine how much criminals, underworld characters, have 
infiltrated into both legitimate labor and management in this country, 
where management-labor relationships exist. We are trying to deter- 
mine whether that infiltration is by citizens who owe an obligation to 
this country or if it is by people in some instances who are not citizens 
of this country who are taking advantage of their presence here to 
engage in improper practices and even criminal acts to exploit the 
American citizen and to prey upon innocent people i in this country. 

Senator Munpr. To which you could add, Mr. Chairman, that part 
of our responsibility is to make suggestions to the Senate, to the Con. 
gress, as to how these improper practices may be alleviated. If i 
deve lops that there are being engaged in, in the main, by people aie 
are not citizens of the United States, one of the w: ays to correct the 
situation is to tighten up the deportation proceedings and to expedite 
them. So a question is most pertinent and most relative which directs 
itself to the question of whether or not the main on the witness stand is 
a citizen of the United States, and, as such, entitled to live here, and 
regardless of any crimes he may commit. If he is a not a citizen of the 
United States, he is subject to deportation if he is involved in criminal 
activities. So as an atterney, Mr. Walsh, I am certain you recognize 
the pinpoint pertinency of these questions, 

The Cuairman. The Chair was going to add, Senator Mundt, that 
the ultimate objective of this investigation, as everyone knows, is, after 
discovering and exposing or learning where improper practices exist 
or are engaged in, to recommend to the Congress legislation to correct 
the evils that we may find to exist. That would include, of course, 
if we found that people not citizens of this country were over here 
taking advantage of their presence here to exploit American citizens or 
to engage in improper activities or criminal acts, that the laws may 
need to be tightened with respect to deportation, as Senator Mundt 
stated. 

Senator Curtis. 

Senator Curtis. Mr. Chairman, I might add that it is very likely 
that the Congress and the legislative committees may want to consider 
the question of whether or not they should, by law, provide that union 
officers and agents must be citizens. Any information that we can 
provide in these heari ings on that serves a definite legislative purpose, 
and is very much pertinent to our inquiry, and would in no way incrimi- 
nate the witness. 
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His is just a defiance of the committee. 

The CuatrmMan. That is very true, Senator. 

Senator Church, have you any comment ? 

Senator Cuurcu. No. I have nothing to add. I do think that the 
inquiry is pertinent and within the jurisdiction of the committee. 
Therefore, it is a proper question. 

The Cuaimman. With the approval of the committee, the Chair 
again directs to the witness the question: Do you honestly believe that 
if you gave a truthful answer to the question of were you born in the 
United States and are you now a citizen of the United States, or either 
of these questions, that a truthful answer thereto might tend to 
incriminate you. 

Mr. Atvrra. I refuse to answer on the ground it may tend to 
incriminate me. 

The CHatrman. The order and direction of the Chair to the witness 
with respect to these two questions will continue throughout your 
appearance on the witness stand. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. Mr. Chairman, so that we have a complete under- 
standing of the connection of Mr. Aiuppa with local 450, I would 
like to call again Mr. Kelly who referred to this briefly in the first 
day of the hearings, and also to give some background on Mr. Aiuppa. 

The Cuamman. Let me ask Mr. Aiuppa 1 or 2 other questions. 

Mr. Aiuppa, are you now a member of any labor organization ? 

Mr. Arupra. I refuse to answer on the ground that the answer may 
tend to incriminate me. 

The Cuarman. Have you been a member of a labor union organ- 
ization at any time in the past ? 

Mr. Arurpa. I decline to answer on the ground that the answer 
may tend to incriminate me. 

The Cuairman. Are you now an officer or have you been an of- 
ficer of a labor organization in the past? 

Mr. Aruppa. I decline to answer. 

The Carman. Are you a member or have you been a member of 
any trade or business association ? 

Mr. Arcrpa. I decline to answer on the ground that the answer may 
tend to incriminate me. 

The CHarmman. Mr. Aiuppa, I ask you the question: Do you hon- 
estly believe that if you gave a truthful answer to the question 
whether you are now a member of any labor organization, or 
whether you have been a member of any labor organization, whether 
you are now or have been an officer of any labor organization, whether 
you are now or have been a member . any business or trade associa- 
tion, that a truthful answer thereto, or to either of these questions, 
might tend to incriminate you ? 

Mr. Arupra. I decline to answer on the ground that the answer 
might tend to incriminate me. 

The Cuarmman. The Chair, with the approval of the committee, 
orders and directs you to answer that question. 

Mr. Arvpra. I decline to answer that question. 

The Cuarrman. The orders and directions of the Chair will con- 
tinue to you throughout the remainder of your appearance on the 
witness stand. 


Proceed, Mr. Kennedy. 





 ————————— 
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TESTIMONY OF JAMES P. KELLY, INVESTIGATOR ON THE STAFF 
OF THE SELECT COMMITTEE—Resumed 


Mr. Kennepy. Mr. Kelly, you testified on the first day regarding 
the connection of Mr. Aiuppa with local 450? 

Mr. Keiiy. That is correct. 

Mr. Kennepy. Would you liriefly restate it so we will have it in the 
right context — ¢ 

Mr. Ketxiy. In June of this year, Mr. Kennedy, I visited the inter- 
national headquarters in Cincinnati, Ohio, and researched the records 
on local 450, the suburban miscellaneous local in Cicero. My investi- 
gation reveals, and it has been entered into the record as exhibit 15, 
that the application for charter of affiliation for this local lists Joseph 
Aiuppa as secretary. The charter is dated in August, August 12, 1935. 

Mr. Kennepy. Mr. Aiuppa, could you tell us how you happened 
to enter the labor movement in 1935 4 

Mr. Arurpa. I decline to answer on the grounds that the answer 
may tend to incriminate me. 

Mr. Kennepy. Could you tell us why the union would grant you a 
charter at that time? 

Mr. Aruprra. I decline to answer that question. 

Mr. Kennepy. Isn’t it correct, Mr. Kelly, at that time, that Mr. 
Aiuppa was known as a gunman for the Al Capone mob in Chicago? 

Mr. Ketiy. Yes, sir; and prior to that he had been known as the 
supplier of machine guns for the Dillinger-Carper-Barker mob in 
Chicago, 

Mr. Kennepy. That was at the same time he received a charter for 
a union ¢ 

Mr. Keiiy. That is correct. 

Mr. Kennepy. Would you just give us a summary of Mr. Aiuppa’s 
background as far as his criminal activities are concerned ? 

Mr. Ketiy. His record shows, Mr. Kennedy, that as early as 1936 
he became a partner in the Taylor Manufacturing Co. in Cicero, Il. 
which manufactured gambling supplies, including loaded dice. His 
partners in this operation were Claude Maddox, also known as John 
Moore, who was also connected with local 450 in Cicero, and a Robert 
Ansoni, also known as Robert Taylor. Aiuppa, the witness here, 
was also a partner of Ansoni and Maddox in the operation of the 
Paddock Lounge in Cicero. He has recently been listed on the records 
of the Turf Club, which is the successor to the Paddock Lounge in 
Cicero, with the same John Moore; his record shows that in 1935 he 
was arrested and charged with assault to kill. He was turned over to 
the State’s attorney’s office and eens 3 days later he was arrested 
again on general principles. On July 5, 1945, Aiuppa was fined $50 
and costs by a justice of the peace in W illow Springs Court on a 
charge of accepting horserace bets. He and two others were arrested 
for operating a handbook at the Post Time Tavern, 4824 West Cer- 
mak Road, in Cicero. When Matt Capone, brother of Al Capone, was 
arrested for the slaying of a racetrack ec haracter known as James D. 
Larkum, on April 17, 1945, the body of Larkum was found in an 
alley in Cicero and it was indicated that he had been shot in Capone's 
tavern following a drinking spree at the Paddock Lounge, which was 
then owned by Aiuppa. 
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Aiuppa and Ansoni, reported owners of this, were arrested by High- 
way Patrol Chief McGinnis in connection with this murder and were 
subsequently charged with misconduct. On March 29, 1951, Aiuppa 
was cited for contempt for refusing to answer the questions of a sub- 
committee of the United States Senate. On April 15, 1951, he was 
turned over to the United States marshal in Cleveland, Ohio. On 
February 7, 1952, he was found guilty and sentenced to 6 months and 
a $1,000 fine. On October 13, 1954, he was again in custody of the 
United States marshal in Chicago charged with shipping unregistered 
gambling devices interstate. In this case, his codefendant was John 
Edward Moore, known as Claude Maddox. On this particular case, 
he was sentenced and received a term of 1 year and 1 day in the United 
States prison at Terre Haute, Ind. 

Mr. Kennepy. Isn’t it correct that in the very year he received the 
charter in 1935, he was known as the contact man for the Dillinger 
gang in Chicago? 

Mr. Keiiy. That is correct, Mr. Kennedy. 

Mr. Kennepy. The very year he received the charter for local 450% 

Mr. Ketriy. That is correct. 

Mr. Kennepy. Is that correct, that you were the Chicago contact 
for the Dillinger mob in Chicago, in 1935? 

Mr. Aruppa. I decline to answer on the grounds that the answer 
might te nd to incriminate me. 

Mr. Kennepy. Could you tell us how you— 

Mr. ‘Watsu. May I further state the objection that under the fifth 
amendment no person is to be brought to trial or to be compelled to 
answer for an offense without the presentment of a grand jury. I 
believe that is what is occurring now. 

The CHatrrman. Proceed. 

Mr. Kennepy. Could you tell us how it was that you were able to 
get in both activities during the year 1935, get a union charter and also 
be the contact for the Dillinger mob? 

Mr. Aruppa. I decline to answer that question. 

Mr. Kennepy. On what ground ? 

Mr. Arupra. On the eround it may tend to incriminate me. 

Mr. Kennepy. Isn’t it correct also, Mr. Kelly, that Mr. Aiuppa is 
known as an expert bank robber and was also known as the triggerman 
for Claude Maddox? 

Mr. Ketiy. That was his police reputation ; that is right, sir. 

Mr. Kennepy. Are you an expert bank robber / 

Mr. Aruppa. I decline to answer that question on the grounds it may 
tend in incriminate me. 

Mr. Kennepy. And also have you been the triggerman for Claude 
Maddox, also known as John Edward Moore? 

Mr. Arurra. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Aruppa. On the grounds it may tend to incriminate me. 

Mr. Kennepy. John Edward Moore was also associated with local 
450. Was he not? 

Mr. Aruppa. I decline to answer that question. 

Mr. Kennepy. You tell me why ? 

Mr. Arvpra. On the grounds it might tend to incriminate me, or 
lead to incriminate me. 
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Mr. Kennepy. And I believe you said that he supplied the machine 
guns for the Dillinger mob 4 

Mr. Ketiy. That is correct. 

Mr. Kennepy. And is also known as Joey O’Brien ? 

Mr. Ketiy. He was known as Joey O’Brien, which was an alias 
assumed when he was a boxer, back in the 1930’s. He also squeezed 
that in. 

Mr. Kennepy. Mr. Aiuppa is the individual that you tried to serve, 
is that right ¢ 

Mr. Ketiy. That is correct, Mr. Kennedy. 

Mr. Kennepy. And Mr. Aiuppa is the one that almost hit you in 
the automobile ? 

Mr. Ketiy. That is correct, sir. 

Mr. Kennepy. Did you do that, Mr. Aiuppa? 

Mr. Aturra. I decline to answer that question. 

Mr. Kennepy. On what grounds? 

Mr. Arupra, On the grounds it might tend to incriminate me. 

Mr. Kennepy. Were you trying to run over Mr. Kelly? 

Mr. Arupra. I decline to answer that question. 

Mr. Kennepy. Why, Mr. Aiuppa? 

Mr. Arurpa. On the ground it might tend to incriminate me. 

The Cruarrman. If you didn’t do it, you couldn’t be incriminated, 
could you? 

Mr. Wausn. Isthata question ? 

The-Cuamman. Can you say no, that you did not do it? 

Mr. Aruprra. I decline to answer the question. 

The Cramman. Do you realize that if you said no truthfully, that 
such a truthful answer would not tend to incriminate you? 

Mr. Arupra. I decline to answer on the grounds that it might tend 
to incriminate me. 

The Cuatrman. All right. 

Proceed. 

Mr. Kennepy. We also find that Mr. Aiuppa is a close associate 
of Tony Accardo? 

Mr. Keiriy. Yes, sir. He was at Accardo’s lawn party. 

Mr. Kennepy. In what year? 

Mr. Kenxiy. He was seen there in 1955; he was seen in conversation 
with such people as Paul “The Waiter” Ricca, and Claude Maddox, 
or John Edward Moore, Joey Glimco. 

Mr. Kennepy. Joey Glimco is local 777 of the Teamsters ? 

Mr. Ketiy. That is correct, sir. 

Mr. Kennepy. Are you a friend of Paul “The Waiter” Ricca, too, 
Mr. Aiuppa? 

Mr. Atupra. I decline to answer that question. 

Mr. Kennepy. And Mooney Giancana ? 

Mr. Arurra. IT decline to answer it on the ground it might tend to 
incriminate me. 

Mr. Kennepy. And also present was Sam “Golfbag” Hunt? 

Mr. Ketxy. Without the golfbag. 

Mr. Atvrpa. I invoke the fifth amendment. 

Mr. Kennepy. And Joey DeMarco, known as Little Caesar. He 
has been a witness here. I wondered if you know him. 

Mr. Arurra. I decline to answer that question on the ground it 
might incriminate me. 
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Mr. Kenn EDY. Was he also present at Claude Maddox’ daughter’s 
wedding in 1955? 

Mr. Keiiy. Yes, Mr. Kennedy, on January 23, 1955, Claude Mad- 
dox, or John Edward Moore, as he was then known, had a reception 
at the Club Hollywood, located, I believe, in Chillum Park. There 
was a private parking area for the guests at this wedding reception. 
Among the guests was the witness, Mr. Aiuppa. There was also John 
Accardo, brother of Tony Accardo, and prominent in local 110, the 
Motion Pictures Operators Union. Frank Pantaleo, an associate of 
Mr. Glimeo; Michael DeBiase, who gave an address of 2137 South 
Cicero Avenue, which is the address of local 450, the suburban local ; 
Joseph Aiello, the operator of the International Hodcarriers Union, 
in Chicago: and Mr. Raimondi, who is with the Produce Drivers 
Union, Loeal 703, Chicago. 

Also Mr. Gaglione was there, who is connected with the Picture 
Workers Union, Local 18—B, which is also under the influence of Mr. 
Joey Glimco. 

Mr. Kennepy. At that 1954 party, was Mr. Tampanaro present ? 

Mr. Ketiy. Yes; he was the secretary-treasurer of local 88 of the 
Cooks Union, and also a member of an officer of the local joint 
executive board of the restaurant unions in Chicago, was present at 
the 1954 party. 

Mr. Kennepy. Could you tell us why all of these union officials have 
been present at these parties? 

Mr. Aruppa. I decline to answer on the ground my answer may tend 
to incriminate me. 

Mr. Kennepy. And these other individuals that attended, can you 
tell us what kind of things you discuss at these various gatherings 
that you attended ? 

Mr. Atruppa. I decline to answer on the same ground. 

Mr. Kennepy. What about local 450; do you receive any money 
from local 450 at the present time ? 

Mr. Arvrra. I decline to answer on the ground that my answer 
might tend to incriminate me. 

Mr. Kennepy. Do you know John Lardino 4 

Mr. Arupra. J decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Arcrpa. On that ground that it may tend to incriminate me. 

Mr. Kennepy. He was also present at the party, was he not? 

Mr. Ketiy. That is correct. 

Mr. Kennepy. That is all. 

The Cirarrman. Is there anything further? Are there any ques- 
tions ¢ 

Senator Curtis. Who was the hoodlum that you said belonged to a 
joint council ? 

Mr. Keiuy. I said that Maurice Tampanaro, who was the secretary- 
treasurer of local 88 of the Cooks and Pastry Cooks Union in Chicago, 
was present at the 1954 lawn party given by Tony Accardo at 915 
North Franklin Street in River Forest. 

Senator Curtis. And what is the full description of that joint 
council ? 

Mr. Ketxiy. It is known as the local joint executive board of the 
restaurant unions in Chicago, Hotel and Restaurant and Bartenders 
Unions. 
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Senator Curtis. Is that the group that formulated the union scale of 
pay ¢ 

Mr. Ketuy. The union scale was formulated in the master contract, 
Senator Curtis, by the local joint executive board. 

Senator Curtis. That is all. 

The CuarrMan. Isthere anything further ? 

The Chair will give the same instructions to the staff regarding con- 
tempt proceedings against this witness that I have heretofore given 
regarding others who refused to state whether they were citizens of this 
countr y and answer other pertinent questions in that category. 

All right ; you may stand aside. 

Call the next witness. 

Mr. Krnnepy. That isall, Mr. Chairman. 

The Cuarrman. Is that all for today ? 

Mr. Kennepy. Yes. 

The CHarrmMan, Since 2 or 3 witnesses whose testimony the commit- 
tee desires, and since 2 or 3 of them are ill and are not able to attend 
the hearings at this time, their testimony has been deferred, and the 
committee may desire to interrogate them later. One or two witnesses 
that we have been searching for, I believe, have not been found as of 
yet, and, when they are ser ved with a subpena, I am sure the committee 
will still have an interest in hearing their testimony. But, aside from 
that, we are bringing this p: wrticular series or phase of the committee’s 
hearings to a close. 

The Chair will make this concluding statement: We now close 2 
weeks of hearings on the Chicago restaurant industry. Some 3 weeks 
ago, this committee embarked on a series of public hearings, the pur- 
pose of which was to discover the extent of racketeer infiltration into 
legitimate labor and management enterprises. As was so graphically 
demonstrated in that first week’s introductory hearing, this is not a 
local problem. Rather, we are confronted here with a massive na- 
tional conspiracy, the influence of which reaches and corrupts many 
phases of the N: ation’s economic life. 

In studying the Chicago restaurant industry, we have shown the 
corroding effect that racketeer influence can exert on one specific ele- 
ment of community business and activity. 

At the outset, the point should be made that, in some instances, 
neither labor nor management in the restaurant industry in Chicago 
can point the finger at the other and cry, “Shame!” The hearings 
clearly established that a number of local unions in the Chicago ares 
are and were controlled by gangsters and hoodlums and individuals 
whose primary interest is not in the welfare of the members but in 

the use of the union as a source of income. Such unions as local 450 
of the. Hotel and Restaurant Workers Union have been the creatures 
of gangsterism and violence. 

The honest and valid concepts of labor unionism have been per- 
verted. Union officials such as John Lardino, Dan Lardino, Frank 
Trungale, James O’Connor, Louis Madia, and Danny Leonardi are 
obviously not fit to hold any position as union officials. 

The committee also feels that James Blakely, an international vice 
president of the Hotel and Restaurant Workers Union and also sec- 
retary-treasurer of local 593—the largest local in the Chicago area— 
has failed to meet his responsibilities as a union official in condoning 
racketeer infiltration into various locals, 
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By the same token, the Chicago Restaurant Association saw fit to use 
men with extensive underworld connections for their own purposes 
through the employment of such individuals as Abraham Teitelbaum 
and Anthony Champagne who, in turn, employed people with long 
criminal records, such as Louis Romano and Sam E nglksh. 

There can be no doubt that such heads of the Chic ago Restaurant 
Association as George Drake and Donald Kiseau were fully aware 
of the activities of their labor-relations consultants, Teitelbaum and 
Champagne. Their sole interest was in making deals to keep their 
restaurants from being picketed or unionized. 

The shocking fact is that large sums of money were spent, by and 
in behalf of Chicago restaurants, either to avoid improper pic keting 
or to avoid unionization. Much of this money was spent in outright 
payoffs to unions and union officials. In the making of some of these 
payments, and deals bet ween Chicago restaurants and labor organiza- 
tions, these restaurants were ab . to save large sums annually in wages 
and working conditions which they would legitim: ately have had to pay 
and provide their e mployees had their union contracts been enforced. 

Thus, as is the inevitable outgrowth of racketeer union-management 
shakedown, it is the working people who, in the end, suffer the great- 
est loss. 

This is a deplorable situation. The employees in the restaurant 
industry and the decent citizens of Chicago deserve far better 
conditions. 

As is the case in many of the hearings held by this committee, 
the sordid situation revealed in Chicago cries out for remedial action 
which is beyond the power of this committee. The committee hopes 
and trusts that responsible governmental agencies on both the Federal 
and State level will follow up on the information that has been 
presented here. 

For instance, we have definite information that convinces us that 
there is a protective society or organization made up of certain gang- 
sters and hoodlums in Chicago to whom restaurant owners must pay 
a certain tribute regularly. We know of a number of restaurants 
in the Chicago area that are completely gangster and hoodlum run. 
At least one of these restaurants at this very time is a center of vice 
and racketeering in Chicago. 

These are matters that we have learned during the course of our 
investigation, but which are not directly within our jurisdiction to 
explore. This information we will be glad to give, and cooperate 
with any local agency where we have the assurance it will proceed 
in good faith and that the firm and nec essary steps that need to be 
taken will be taken to deal with this problem. 

The Chicago hearings have again demonstrated a problem which 
has become apparent to us in previous hearings of this committee— 
the existence of no man’s land between union and employer in certain 
industries. Many of the small employers in the New York area who 
are victimized by the Teamster locals headed and controlled by 
Johnny Dio and Anthony (Tony Ducks) Corallo found themselves 
unable to take their proble ms to any State or Federal agency because 
of the lack of jurisdiction of either Federal or State Government over 
their type of business. 

This has again been highlighted by our Chicago restaurant hear- 
ing, over which the National Labor Relations Board has not exercised 
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jurisdiction and the State labor board will not exert jurisdiction. 
The labor legislation already passed by the Senate and currently 
awaiting House action should go a long way toward solving this 
partic ular situ: ition, as well as numerous other problems in the labor- 
management field. Both management and union would then have 
recourse to a duly constituted agency and not be left in a position 
where they are at the mercy of unscrupulous racketeers. 

It would appear that the representatives of the unions, as well as 
the managements, in Chicago feel that there are no adequate remedies 
open to them under State law, and that some State legislation should 
be enacted, also, to cover these situations. 

As this committee goes forward looking into different industries 
in different areas, I think it will be shown that what is happening 
in Chicago is not an isolated incident. 

The national scope of the racketeer problem is such that it calls 
for stern Federal and State action to deal with it. It is not sufficient 
for this committee merely to expose these activities and conditions. 
After the original burst of publicity, attention must be given to the 
constructive work of en: wcting legislation to deal with these matters 
that we have brought to public attention. 

In this respect, it should be determined whether or not the Federal 

sureau of Investigation has been hampered in its efforts to deal with 
this problem because of a too limited scope of jurisdiction. 

Thought should also be given to the possibility of establishing a 
national crime commission to implement, without in any way de- 
tracting from the jurisdiction of the FBI to attack this cancerous 
problem from a Federal level. This is in no way intended to in- 
fringe on the rights of the States, but the problem of racketeer in- 
filtration and domination of business and labor, in my judgment, 
must be attacked on a Federal level to assure the desired solution. 

The Federal Government realized this in the enactment of the 
Lindbergh law to deal with kidnaping. Legislation which would give 
jurisdiction to the Federal Government to act in cases where racketeer 
control has achieved an effect over interstate commerce, I think, 
should be considered. 

I again want to thank Mayor Richard Daley, of Chicago, for the 
outstanding help and cooper: ation which he tendered to the committee. 
Lt. Joseph Morris, of the Chicago Police Department, was most help- 
ful, and we are very grateful. 

I also want to thank the members of our staff who participated in 
this investigation: LaVern Duffy, James Kelly, Ralph Mills, Gerald 
Gotsch, of the General Accounting Office, and James Mundie, of the 
Treasury Department, and also Miss Ethel Appel, of the labor de- 
partment in Chicago, Tl. 

Now, during the course of these hearings, Station WBKB, a tele- 
vision station of Chicago, and also the Chicago Sun-Times have, by 
mutual arrangement, broadcast these hearings to the people in the 
Chicago area. 

We are very grateful to them for doing this. They have done it 
as a public service. Broadcasting has not been sponsored, but it has 
been done at their own expense, simply to give that service and news 
service to the people of that community to which they are entitled. 

Tt is my regret that hearings such as this cannot be broadcast or 
televised live all over the country. That is not out of any vain idea 
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that the members of the committee like to be seen on television. As 
counsel pointed out here this morning, counsel for one of the wit- 
nesses who didn’t testify, I may say, ‘these br ight lights are not al- 
ways comfortable. But it is in the bright light of publicity, and if 
the American people can see this investigation just as it occurs, they 
will be better informed of what is happening to our country, and of 
these elements, how they operate, and the pernicious practices in 
which they engage, and their parasitic imposition upon the public 
and upon innoc cent victims and upon the economy of this country. 

This would alert the public and arouse them to the point where 
they would insist, and where we, as legislators, as their representa- 
tives here, I think, would be more diligent and concerned and would 
put forth greater efforts to try to find the solution insofar as legis- 
lation can remedy these conditions. 

I would be glad for other members of the committee to comment. 

Senator Munpr. Mr. Chairman, I would like to associate myself 
completely with what you have said in your words of appreciation to 
the businesses responsible for televising and broadcasting and pub- 
licizing these hearings as widely as possible. I, too, wish the *y could 
be br ought to the attention of the countr y nationally in live televised 
hearings so that people everywhere would have the same opportunity 
to sit in on these committee hearings as those who live close to Wash- 
ington. 

I would see nothing wrong or inappropriate if such telecasts or 
broadcasts were sponsored commercially just as newspapers must be 
= apna commercially by the advertising columns. It seems to me 
with certain limitations which would eliminate products which would 
not be suitable to bring to the attention of youngsters in schools, that 
programs of this type might well be sponsored and made available 
to students in high schools studying current events and studying na- 
tional problems. 

I also would like to associate myself with the statements made by 
the chairman and call special attention to one sentence on which I 
would like to dilate a little bit. The chairman said: 

The committee hopes and trusts that responsible Government agencies on both 
the Federal and State level will follow up on the information which has been 
presented here. 

I join him in that aspiration. I think included in those Federal 
agencies we should place high on the list the Congress of the United 
States, however, and the citizens of the United States who elect Con- 
gressmen. It seems to me both Congress and those responsible for the 
people who sit in Congress must share the responsibility if no action is 
forthcoming from hearings of this type. 

Unionism in the United States operates in a climate of certain legal 
cyclone cellars, which may be appropriate when, as, and if unionism is 
led by responsible and honest and decent American citizens. 

But the legal cyclone cellars provide a wonderful opportunity 
for gangsters and hoodlums to masquerade their activities and e xpand 
their profits when the unions are led by dishonest or inappropriate 
leadership. 

For example, they have tax-exempt concessions, and they are exe a 
from certain laws dealing with monopolies and antitrust practices 
They are permitted to employ a compulsory wage tax against em- 
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ployees of this country which they collect from people who work 
whether or not the people who work desire to pay this tribute. 

They are living in an area where they have more leniency from 
law enforcement ‘officials with regard to such activities as violence 
on picket lines and striking procedures than is available to the ordi- 
nary citizen engaging in property destruction or in personal vandal- 
ism. 

I think the legislation passed by the Senate should be passed by 
the House before this session adjourns, and that it should be strength- 
ened. I believe it should be strengthened in the light of these hear- 
ings, with regard to the Chicago Restaurant Association. To the 
Senate bill, it seems to me, must be added effective legislation pro- 
viding for democratic practices, because only with democratic prac- 
tices and procedures can honest working men and women eliminate 
from unionism the type of activities we have had related before this 
committee during the past 2 weeks. 

That means that the Senate legislation, in my mind, should be 
strengthened to provide for secret ballots which are nay counted, 
with accounting procedure which will guarantee to the men and 
women in the unions who vote that the votes will be counted in ac- 
cordance with the manner in which they have been voted. 

We have the disgusting spectacle, Mr. Chairman, of watching a 
parade of “pygmy” Americans appearing before us taking the fifth 
amendment. I am sure that this committee at its first executive ses- 
sion will take the necessary committee action to cite for contempt all 
those who have refused to answer questions regarding théir American 
citizenship, and I am confident we will do it early enough so that the 
Senate itself can act on the contempt citation resolution before Con- 
gress adjourns. 

I think that the international officers of the unions involved should 
summarily and now lift the charters from the unions led by these 
disreputable characters who have taken the fifth amendment, and 
who late these long criminal records. 

In the first place, Mr. Chairman, I think a great responsibility 
rests with the ethical practices committee of the CIO-AFL. They 
have announced and proclaimed a policy that they will not permit 
union officials to take the fifth amendment before responsible Federal 
agencies of Government or before the courts of the United States, 
and at the same time continue to hold their privileged union offices. 
I suggest to the ethical practices committee they have work to do. 
There is a great group of these characters who have taken the fifth 
amendment before this committee ig if they continue to hold office 
after so doing they hold office only because the AFL-CIO ethical 
practices committee will have failed to follow through on the pro- 
gram which they have established and announced. 

The CHatrrman. Senator Mundt, in that connection I don’t have 
the names of them myself, but I am going to ask Mr. Kennedy if he 
will, to give us a report on what has happened so far. 

Yesterday and possibly the day before, and I don’t believe you were 
here, as some these witnesses testified whom we knew to be officers, 
with some emphasis I called that to the attention of the international 
unions and the ethical practices committee and some results have 
been achieved and I would like if you will permit at this time, Mr. 
Kennedy to give a report on what has occurred. 
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Senator Munpr. I think that will be fine, and I noticed in reading 
the daily transcript which comes to my office that the Chair did call 
that. to the attention of the ethical practices committee very forcibly. 
I commend him for it, and I certainly will be happy to hear the report 
of progress that Mr. Kennedy has to make. 

Mr. Kennepy. Mr. John Lardino, and Mr. Dan Lardino, and 
Mr. Frank Trungale, and James O’Connor have all resigned their 
positions as union officials. In addition 1 that, the international 
union has placed in trusteeship local 394, and I understand that 
they have also placed in trusteeship loc AD 450 about which we had 
testimony yesterday, which would mean that the other two officials 
who took the fifth amendment before the committee, Louis Madia and 
Dan Leonardi are also out of their jobs. 

Senator Munpr. That is very good. 

Senator Curris. Mr. Chairman, I wish to make a brief statement. 
There are a few things I would like to call attention to for the record 
and I will try to be brief. 

I think these hearings have served a very definite legislative pur- 
pose even though many ‘of the witnesses did not testify. “Their failure 
to testify revealed a great deal. We have the astounding experience 
this morning of learning that back about 1935 a union charter was 
granted to one of Dillinger’s gangs that supplied the machine guns 
Now, Mr. Chairman, the crux of this problem isn’t that they gave a 
charter to the wrong man; that is part of it. But that charter carried 
with it too much power. 

There were certain immunities and certain violations of the funda- 
mental that all Americans should be treated alike. It is a violation 
of the principle of equality before the law. 

For instance, this union charter for all practical purposes gave the 
recipient the right to picket. That is, not to picket as de fined prop- 
erly by law but to carry on unlawful picketing with immunities so 
far as the courts and the officers were concerned. It gave the recipient 
of that charter the right to harass people by slicing their tires, and 
breaking their windshields, and nothing happened. 

Other citizens cannot do that. Bad boys can’t do it. It gave the 
recipient of that charter the right to block streets and highways. We 
have one witness that testified that the outlet to his place of business 
was blocked by a truck and the police ordered it removed after the 
union leader consented to it. 

It gave the hoodlum recipients of union charters the right to carry 
on sec condary boycotts, to boycott dairies and suppliers of food, and 
to bring pressure against the place where the garbage is deposited so it 
couldn’t be taken out. 

It gave the recipient of this charter the right to interfere with the 
transportation and flow of goods, some of which was in interstate 
commerce. 

Now, all of these immunities and special rights and privileges given 
to a vested group are responsibilities of Government and we aren’t 
solving this problem merely by directing our attention to the fact that 
these special privileges were given to the wrong people. It is too 
much power to give to anybody. 

All of this goes on because of the influence of unions with police, 
with courts, with governors, and with Federal officials, and with legis- 
latures both on the local, State, and Federal level. 
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Part of that influence is by reason of the widespread political activi- 
ties of unions, and their sizable contributions to candidates for office. 
I am not, kidded or fooled by the fact that those contributions are 
related through additional committees set up. They just do not raise 
that amount of money by voluntary contributions. 

So I think that here we have a very dramatic illustration of the 
damage that is done to employees, to employers, and to the general 
public, and to our country by the failure of the Congress of the United 
States to enact the laws that take away these spec ial immunities and 
powers. I think we have had a demonstration here of the need first 
to remove the special immunities, including outlawing of the second- 
ary boycott, and I think we have also had a : demonstr ation of the need 
if we are voing to have decent Government in this country, to take 
unions out of politic s including effective laws to end their contribu- 
tions to candidates, which is carried on in spite of the fact that it is 
prohibited by law. 

Because it is their political power that maintains the immunities 
in the law, and gives them further immunities in the administration 
and enforcement of the law. It is a hookup between politicians and 
unions. It is an open invitation for the wrong people to want to be 
in the union business. It isn’t any wonder that one of Dillinger’s boys 
wanted to get in the union business. It has often been reported that a 
handful of union officials could bring the great city of New York to 
its knees by shutting off all supplies and stopping everything in a short 
while. 

It is something that a foreign enemy couldn’t do. We might wake 
up sometime and find that a handful of Communists have done that 
very thing. 

Mr. Chairman, I hope that the lesson of these hearings will be felt 
and that we will have some legislation that goes to the very problem 
involved. 

The CratrrmMan. Senator Church. 

Senator Cuurcn. Mr. Chairman, I have a few brief remarks to 
make. I share the opinion of the chairman that these hearings have 
been extremely beneficial in pointing up how certain racketeering 
elements have infiltrated into certain locals and have used the guise 
of legitimate unionism to cloak vicious shakedown practices. 

I think that the hearings have been conducted in such a way as to 
improve the prospects that something effective can be done in c leaning 
up this problem in Chicago. Perhaps it will alert law enforcement 
officers elsewhere in the country to investigate the possibility that 
similar problems exist in other cities involving racketeering elements. 

Perhaps it will serve as a prompter to State legislatures to enact 
appropriate laws wherever necessary to give better protection against 
these practices. And also, of course, it serves as a basis for congres- 
sional action in this field. In order to do all of this it is necessary 
that these hearings be public hearings and it is necessary that the 
press follow them carefully and accurately, and I think it is altogether 
appropriate that these heari ings be televised. 

But less my silence in the matter be regarded as an assent, I do 
have to state my disagreement with the proposal or the suggestion 
that was made that hearings of this kind might properly be commer- 
cially broadcast or broadcast under the sponsorship of a commercial 
advertiser. 
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In this I sharply disagree. This is the public’s business. We are 
involved here as representativ es of the public to look into problems 
that may require laws and changes in the laws, and as such I think it 
most inappropriate that the broadcasts ever be supported on other 
than a public service basis. 

Now, I think in this case where the newspaper and television sta- 
tion were involved it is entirely appropriate, but we are not engaged 
in selling products, and I think these hearings ought not to be used 
in any way so that the public attention and interest in them could be 
focused to the advantage of commercial advertisers. 

I would like to say finally that the work that the unions themselves 
have undertaken in efforts to clean up locals that are dominated by 
racketeers to which Mr. Kennedy referred a few minutes ago have 
also been undertaken to my best information by the bar association 
in Illinois in connection with the activities of two attorneys, Mr. 
Teitelbaum, and Mr. Champagne, who represented the Employers’ 
Restaurant Association in Chicago. 

Here again is indication of the right kind of action within a respon- 
sible organization pointed toward eliminating in the bar attorneys 
who apparently are engaging in improper conduct. 

Again let me close, “Mr. Chairm: mn, by commending the members of 
the committee staff for the investigations that made these disclosures 
possible, and also for those witnesses, restaurant owners, and waiters 
and waitresses who cooperated with the committee and some of whom 
came down in spite of threats being made to give the committee and 
the Government the benefit of their testimony. 

The Cuarrman. Counsel Kennedy, you had a brief statement ? 

Mr. Kennepy. Mr. Chairman, during the hearings last week, I 
referred to Mr. Champagne and I believe I stated about his criminal 
record. Mr. Champagne has no criminal record that I know of and 
I would like to correct that at this time, and also what I meant to say 
at that time was his criminal associates. But I did say, as I under- 
stand it, criminal record, and I would like to take this opportunity 
to correct the record and I will so do in the written transcript. 

The Cramman. The permanent record may be corrected accord- 
ingly. The Chair will state in conclusion, first, I wish to thank, of 
course, the staff, and certain of my colleagues on the committee for 
their cooperation and their presence. I know we all have so many 
other duties that it is difficult for each member to be here all of the 
time. 

I know how much I have to sacrifice in my other work to be here 
and try to be present at each session. But the committee members who 
cooperate and work together to try to accomplish a worthwhile objec- 
tive and serve our country in this unpleasant task are to be commended. 

I would point out that the final good other than legislation that 

may result from this committee's efforts and the things it reveals and 
discloses in its investigation—the final good and the maximum good 
results can only come from law enforcement officers and those having 
responsibility for the enforcement of laws in their locality will pursue 
the clues and the information that we develop here to the end that 
those who are engaged in criminal acts or who have committed crim- 
inal acts, who have exploited and bribed and committed other offenses, 
arson, and sometimes murder, and personal violence, and criminal 
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assault—if they will pursue it and meet their responsibility and bring 
these folks to the bar of justice so that they may be judged by their 
deeds and rewarded or punished accordingly. 
The committee stands adjourned. 
(Whereupon, at 12:15 p. m., the committee adjourned, subject to 
the call of the Chair.) 
O 
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Mr. McCie.tian, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany 8. Res. 373 


The Senate Select Committee on Improper Activities in the Labor 
or Management Field, created and authorized by Senate Resolution 
74, agreed to January 30, 1957, as amended by Senate Resolution 88 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221 agreed to 
January 29, 1958, of the 85th Congress, 2d session; and under the 
rules of procedure adopted by the committee on February 5, 1957, 
and under the Standing Rules of the Senate, caused to be issued a sub- 
pena to Anthony Accardo, which was duly se red on him on April 16, 
1958. Said subpe na directed Anthony Accardo to appear forthwith 
before the committee at their committee room, Senate Office Building, 
Washington, D. C., and then and there to testify relative to the sub- 
ject matter under consideration by the said Senate Select Committee 
on Improver Activities in the Labor or Management Field. 

The subpena served upon the said Anthony Accardo is set forth as 
follows: 

Unirep Srares or AMERICA 


CONGRESS OF THE UNITED STATES 


To Anrnony Accarpo, 915 N. Franklin Ave., River Forest, 
The. Gre ( ting: 

Pursuant to lawful authority, you are hereby commanded 

to appear before the Senate Select Committee on Improper 
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Activities in the Labor or Management Field of the Senate 
of the United States, forthwith, at their committee room, 101 
Senate Office Building, Washington, D. C., then and there 
to testify what you may know relative to the subject matters 
under consideration by said committee. 

Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 

To ——— oe — to serve and return. 

Given under my hand, by order of the committee, this 
3rd day of February, in the year of our Lord one thousand 
nine hundred and 58 

Signed Joun L. McCue ian, 
Chairman, Nenate Nelect Committee on Imprope P 


Activitie \ mn the Laho Or Manaae Jiie nt Ki ld. 


Served this writ on the within named Anthony Acecardo by 
delivering a copy thereof to him in person this 16th day of 
April, A. D. 1958 and at the same time informing him of the 
contents thereof. 

W. W. Kipp, Sr... U.S. Marshal 
by (Signed) Sanvarore R. Camenni, 
: Deputy. 


\nthony Accardo appeared and testified before the committee 
pursuant to the aforementioned subpena, at hearings held July 11, 
1958, in Washington, D. C 

The said Anthony Accardo, having appeared as a witness and hay 

ng been asked certain ql uestions, which questions were pertinent to the 
subject matters under inquiry, made answer as appears in the record 
of said hearings on July 11, 1958, which record is made a part hereof. 
Excerpts of this testimony and relevant documents are annexed hereto 
and designated as “Exhibit 1. 

Smee ee was conducting hearings relative to gangster infiltra- 
tion into labor organizations in the Chicago, I]]., area. The chair- 
man has sahil in pub lic sessions of the committee : 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth amendment 
privilege, when a citizen of this country takes a position 
that he can’t acknowledge that fact without the possibility 
of being incriminated or cannot tell the date or the place of 
his birth, if he was born in this country, without possible 
self-incrimination. 


Anthony Accardo was asked questions concerning his citizenship. 
He refused to answer on the ground that the answers might tend to 
incriminate him. 

It is the committee’s contention that the constitutional privilege 
to refuse to answer should be made in good faith. The witness re 
peatedly refused to state, under oath, whether he honestly believed 
that a truthful answer would tend to incriminate him. 

The legitimate legislative purpose behind such questions is clear. 
The chairman, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage 
ment associations, stated: 
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We are trying to* determine whether that infiltration is 
by citizens who owe an obligation to this country or if it is 
by people in some instances who are not citizens of this coun- 
try who are taking advantage of their presence here to engage 
in improper practices and even criminal acts to exploit the 
American citizen and to prey upon innocent people in this 
country. 


Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be allevi- 
ated. If it develops that they are being engaged in, in the 
main, by people who are not citizens of the United States, 
one of the ways to correct the situation is to tighten up the 
deportation proceedings and to expedite them. Soa question 
is most pertinent and most relative which directs itself to the 
question of whether or not the man on the witness stand is 
a citizen of the United States, and, as such, entitled to live 
here, and regardless of any crimes he may commit. If he 
is not a citizen of the United States, he is subject to depor- 
tation if he is involved in criminal activities. 


Senator Curtis, in discussing the legislative purposes on questions 
concerning citizenship, stated : 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees n ay want to con- 
sider the question of whether or not they should, by law, pro- 
vide that union officers and agents must be citizens. Any 
information that we can provide in these hearings on that 
serves a definite purpose, and is very much pertinent to our 
inquiry, and would in no way incriminate the witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was thus prevented from re- 
ceiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 
or Management Field met on August 8, 1958, and, after reviewing 
the facts in this matter, as set forth in this report, resolved to present 
to the United States for its immediate action a resolution requiring 
the United St — Attorney for the District of Columbia to proceed 
—— the said Anthony Aceardo in the manner and form prescribed 

r law. 
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Exurstr 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


UNITED STATES SENATE, 
Seiect CoMMITTEE ON Improrer ACTIVITIES 
IN THE Lapor oR MANAGEMENT FIELD, 
Wash ington, PN. Friday, July 11,1958. 


The select committee met at 10 a. m., pursuant to Senate Resolu- 
tion 74, agreed to January 30, 1957, in the caucus room, United States 
Senate, Senator John L. McClellan (chairman of the select com- 
mittee) presiding. 

Members of the select committee present: Senator John L. Mc- 
Clellan, Democrat, Arkansas; Senator John F. Kennedy, Democrat, 
Massachusetts; Senator Sam J. Ervin, Jr., Democrat, ‘North Caro- 
lina; Senator Barry Goldwater, Republican, Arizona; Senator Karl 
E. Mundt, Republican, South Dakota; Senator Carl T. Curtis, Re- 
publican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel; John J. McGovern, assistant counsel; LaVern J. 
Duffy, investigator; James P. Kelly, investigator; James Mundie, 
investigator; Ruth Young Watt, chief clerk. 

The CuarrmMan. The committee will be in order. 

(Members of the committee present at the convening of the session 
were: Senators McClellan and Ervin.) 

The Cnarrman. Before we proceed with the next witness, the 
Chair will announce that we have information that both in Detroit 
and in Chicago efforts are being made to intimidate witnesses or some 
of the witnesses that are under subpena to come before this com- 
mittee and testify. The committee has requested and the FBI has 
promptly responded, an investigation to get on these cases imme 
diately. 

I have heretofore said, and I repeat, that in my judgment any such 
act or any attempt to intimidate, coerce, or threaten a witness under 
subpe na by this committee is an act in contempt of the United States 
Senate. If we can apprehend those who are guilty of it, we will deal 
with them in that fashion. 

I think also they would be guilty of an attempt or conspiracy to 
obstruct justice and to obstruct due process of the Senate. I am 
hopeful the FBI will be successful in discovering those who may be 
engaged in such activity and that we will be able to bring them to 
justice and that they will receive proper punishment for their 
offense. 

All right, is there anything further? 


ok ok Ke * ot * 2 


(At this point, the following members were present: Senators Me- 
Clellan and Ervin and Curtis. ) 

The CuarrmMan. Will you be sworn / 

You do solemnly swear that the evidence you shall give before this 
Senate select committee shall be the truth, the whole truth and noth- 
ing but the truth, so help you God ? 

Mr. ACCARDO. I do. 
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TESTIMONY OF ANTHONY J. ACCARDO, RIVER FOREST, ILL., ACCOM- 
PANIED BY HARRY CLIFFORD AULT, COUNSEL, OF WASHING- 
TON, D. C. 


The Cuamman. State your name, and your place of residence, and 
your business or occupation ? 

Mr. Accarpo. My name is Anthony J. Accardo, and I live at 915 
Franklin, River Forest, Il., and on my business and occupation I] 
would claim the privilege of the fifth amendment and decline to 
answer. 

The Cuairnman. You decline to answer as to what business or pro- 
fession or occupation you have 4 

Mr. Accarpo. Yes, sir. 

The CHarrRMAN. On = cround of the fifth amendment. 

Mr. Accarpo. Yes, s 

The CHarRMAN. be you honestly believe that if you answered the 
question as to your business, profession, or oce upation, that a truth- 
ful answer to that question might tend to incriminate you 4 

Mr, Ac CARDO, x es, Sil 

The Ciamman. You have counsel present. 

Mr. Accarpno. Yes, sir. 

The Cuatrman. Mr. Counsel, identify yourself for the record. 

Mr. Aur. My name is Harry (¢ ‘lifford Ault, and my address is 401 
Third Street NW.. W ashington, D. C.. and I am a member of the bar 
of Washington, D.C. 

The Cuamman, Thank you very much. 

Mr. Aur. May I make a request at this time, Mr. Chairman ? 

The CratrrMan. You may. 

Mr. Aur. This witness respectfully requests the committee that 
the television cameras, which are televising this hearing in the city 
of ¢ ‘hicago, {ll., be turned off while he is a witness. He is neither an 
entertainer, an athlete, nor a political figure, and he is a private citi- 
zen whose r igh ts of privacy s houlc lL not be invaded. 

He is only here because of subpena, and he is not here to appear on 
a television show. 

He has an action now pending against the American Broadcasting 
Co., and field enterprises, wherein an injunction has been sought to 
prevent the defendants televising his appearance here over station 
WBKB, channel 7, in Chicago, I). 

A preliminary restraining order requested in this case has been 
denied, but this witness insists until the case is concluded on its merits, 
and there is a decision adverse to him, that his right of privacy should 
not be violated. 

The Cuarreman. The request is denied. It does not come within the 
purvie w of the rules of the committee. I have no authority to tell the 
television services to televise any hearing or any part of any hearing. 
The committee could, I on if it desired to do so, prohibit television 
but I feel personally, and I think that I voice the sentiments of the 
committee that television is definitely one of the greatest mediums of 
communication and dissemination of information in our country. I 
could not conscientiously deny the right to television services, or deny 
them the right to be present at a public hearing and televise the pro- 
ceedings without in my judgment discriminating against it because the 
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press is present and the public is present and the television cannot 
reveal any more than what others here can see and do see or any more 
than what they hear and can hear, and do hear, as the proceedings 
progress. 

Is there any statement, Senator Curtis / 

Senator Curtis. I have no statement, Mr. Chairman. 

The Cuatrman. All right, we will proceed. 

Mr. Kennepy. Mr. Accardo, could you tell us any of the businesses 
that you are in at the present time 4 

Mr. Accarpo. I answered. 

Mr. Kenepy. On what ground / 

Mr. Accarpo. On the ground it may tend to incriminate me, or lead 
me into something. 

Mr. Kennep. Excuse me; what is the last part / 

Mr. Avutr. I want to address the Chair a moment, if I might. So 
we may understand, Mr. Chairman, any time that this witness declines 
to answer, it will be because he is claiming his privilege under the 
fifth amendment and he honestly believes that his answer might tend 
to incriminate him, and if he does not say those exact words in declin 
ing to answer, that is the basis of it in each instance, and if you will 
permit us to, we will say when he does decline to answer, that he is 
dec ‘lining for the same reasons. 

The Cnatrman. Well, the Chair is anxious to do most any reason 
able thing to expedite the procedure. However, I may say to counsel 
that it is quite probable that some of these instances where witnesses 


are declining to answer will become a matter of interest to courts 
und they may become parties to a . proceeding. For that 
reason, I would like to make the record clear, and it is in the interest 


of the witness as well as the — to keep the record straight, 
at least, and so as we proceed f he questions ] miay think are vital 
and important, I may require the witness to state fully his reasons. 
I ain not doing that just to make a show of him, but I do think, you 
know how meticulous the courts are sometimes with respect. to records, 
and I want the record to be made. 

Mr. Aur. That is the reason I want the record to show that. in 
declining each time, it is his intention to do it because it might tend 
to incriminate him, in case he does not say the exact words, that is 
what he means each time, sir. 

The Cnuairman. The record will reflect your remarks, of course. 
All right. proceed. 

Mr. en If you won't give your own business interests, Mr. 
Acecardo, I wonder if we are missing some witnesses and I wonder 
if you re | look at this picture and identify the people in the pic 
ture. and then I would like to ask you a question about it. 

The Cuatrman. I hand you a photograph showing a picture of 2 
persons, apparently the same people, and 1 set of the picture shows 
the 2 men with their overcoat off, and the other picture shows the 
same 2 men apparently with their overcoat on. IT will ask you to 
examine the picture and state if you identify the persons in the 
picture. 

(A document was handed to the witness. ) 

Mr. Avuutt. Do you want us to look at both of them at one time, 
Senator, 
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The CuairMan. Yes, su 

Mr. Aur. We only have one. 

Mr. Kennepy. That is it. It is twoexposures. 

Mr. Aur. I understand it now. 

The Crairman. It is two separate exposures, I believe. 

Mr. Auur. All right. 

May we have the question, whatever it was / 

The Cuairman. 1 present to you a photograph, and ask you if you 
identify the persons in this photograph ? 

Mr. Accarpo. I decline to answer. 

The CiatMan. Do you honestly believe that if you answered and 
gave a truthful answer to the question, as to whether you identify 
the persons in the future, that a truthful answer might tend to 
incriminate you / 

Mr. Accarpo. Yes, si 

The CuatrMan. Proceed. 

Mir. Kennepy. Our information is that the individual here to the 
left, Mr. Accardo, and this individual here to the left with his over- 
coat on, Is you: is that correct ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And the individual to the right is Mooney Giancana, 
is that correct ¢ 

Mir. Accarpo. I decline to answer. 

Mr. Kennepy. Now, Mr. Giancana is one of the most important 
and perhaps one of the 2 or 3 most important underworld figures 
in the Chicago area, and we have been looking for him for quite a 
while, and I was wondering if you could give us any information as 
to his whereabouts at the present time ? 

Mr. Accarpo. I decline to answer. 

Mr, Kennepy. We understand he is a close associate of yours, and 
| thought maybe you would help us with that, even if you won't 
vive us some of your own background. 

Mr. Accarpo. I decline to answe re 

The CuarrmMan. Well, you decline to answer as to the whereabouts, 
whether you know the whereabouts of the other man in this picture, 
is that correct ¢ 

Mr. Accarpo. Yes, sir. 

The CHarrmMan. On what ground? 

Mr. Accarpo. It may tend to incriminate me or lead me into some- 
thing that may incriminate me. 

Mr. Kennepy. You are not going to tell us anything about. that, 
Mr. Aceardo ?/ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Would you repeat what ground you declined 
answer, so I can understand. 

Mr. Accarno. On the ground it may incriminate me, or may lead 
ine into something that will incriminate me. 

Mr. Kennepy. Thank you, Mr. Accardo. 

The CuarrMan. Let this picture be made exhibit No. 22. 

(The document referred to was marked “Exhibit No. 22” for 
reference. ) 

Mr. Kennepy. Mr. Accardo, we had some testimony yesterday 
reoarding James Weinberg and Paul “Needlenose” Labriola. Do 
you know either one of those gentlemen before they were killed ? 
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Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground? 

Mr. Accarno. On the ground it may tend to incriminate or lead 
me into something that will incriminate me. 

Mr. Kennepy. Now according to the information that was testi- 
fied before the committee yesterday, Mr. Robert Greenfield was to 
become general counsel for this association which died early, or the 
association did not exist very long. He wanted to make sure that 
the individuals who were running this association had your per- 
mission to exist, and it was arranged to meet with vou. Now, could 
you tell us a little bit about the meeting and what you discussed ¢ 

Mr. Accarpo. I decline to answer 

Mr. Kennepy. On what ground? 

Mr. Accarpo. On the ground it nay t d to incriminate me. 

KENNEDY. You won't tell us anything about the meeting that 
ou aaa with these individuals. 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what grounds? 

Mr. Accarpo. On the ground it may tend to incriminate me, 

Mr. Kennepy. Now, also there was that red eles and then 
on an oth ef oceasion, Weinbere reported back that he and Bernberg 

Ld hac lun ‘h with you and discussed these irrangements., Can you 
a us abo ut that ? , 


Mr. ccarpo, | decline to answe1 

Mr. Ke NNEDY. Now, Mr. Accardo, as far back as 1931, you were 

umed o1 e of the public enemies in .; ago. | wonder if you could 
tell us after you were named as a sala enemy what kind of a legiti- 


mate business you got into after that, after 1931? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Have you ever had any legitimate business? 

Mr. Accarpo. I decline to answer. 

The CnatrmMan. On what ground, and I don’t think that if you 
have had any legitimate business, I don’t think that that would in- 
‘riminate anyone. 

Mr. Autr. Might I be heard, Senator? 


_ 


The C HAIRMAN, | wall nex thie witness a question. 
Mr. ACCARDO. On the ground it may tend to incriminate me, 
The ¢ HAIRMAN. All male. Do you wish to say something? 


Mr. Auur. There is noth Ing further about that, and I won’t make 
any iitamnent 

The CuatrmMan. Proceed. 

KENNEDY. You were also known as Joe Batters, Mr. Accardo, 

is that correct / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. You were one of the leading lieutenants of Al Ca- 
pone, is that correct / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And when Biotl-Brown, when the extortion case in 
1940 or 1943, vou took over as the head of the Capone syndicate in 


943 in Chicago, is that right 4 


Mr. Accarpo. |] decline to answer. 

Mr. Kennepy. And the two most important figures in Chicago at 
the present time or at least up to a month ago, were you and Paul 
The Waiter” Ricea, isn’t that right? 
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Mr. Accarno. I decline to answer. 

The CHarrman. Where were you born? 

Mr. Accarpo. I decline to answer. 

The Cuamman. You will not tell us where you were born? 

Mr. Accarno. I decline to answer. 

The Cuarrman. Are you an American citizen ? 

Mr. Accarpo. I decline to answer. 

The Cuarrman. Do you honestly believe if you gave a truthful 
answer to the question of where you were born, that a truthful answer 
might tend to incriminate you ¢ 

Mr. Accarpo. I decline to answer. 

The Cuamrman. Do you honestly believe if you gave a truthful 
answer to the question, are you an ‘American citizen, that a truthful 
answer might tend to incriminate you? 

Mr. Accarpo. I decline to answer. 

The Cuairman. With the approval of the committee, the Chair 
orders and directs the witness to answer the question, where were you 
born ¢ 

Mr. Accarpo. I decline to answer. 

The CuarrmMan. With the approval of the committee, the Chair 
orders and directs you to answer the question, are you an American 
citizen ? 

Mr. Accarpo. I decline to answer. 

The CHarrman. With the approval of the committee, the Chair 
orders and directs you to answer the question, do you honestly believe 
that if you gave a truthful answer to the question, where were you 
born, and are you an American citizen, that a truthful answer to 
those questions or either of them might tend to incriminate you? 

Mr. Accarpo. I decline to answer. 

The CuHarrMan. Proceed. 

Senator Curtis. Mr. Chairman, I would like to ask for the record, 
of the staff, what information do we have that connects this witness 
with either labor unions or labor union relations groups, or manage- 
ment relations groups? 

Mr. Kennepy. We have the information testified yesterday, Sena- 
tor Curtis, that this group of underworld figures or this syndicate 
had arranged to set up a restaurant association and a tavern associa- 
tion, in Chicago. Teitelbaum was somewhat in disfavor with the 

syndicate, and it was decided that they would set up a rival associa- 

tion in both of these fields. Before they could go ahead, and operate, 
they had to get the permission of Tony Accardo, and Mr. Accardo 
was contacted, and lieutenants under him were contacted. 

Senator Curtis. Is it your information that one of the activities 
of these trade associations would have to do with labor-management 
relations ? 

Mr. Kennepy. Yes, and it was arranged that they would make a 
contact and did, and they had telephone calls with Mr. Lardino of 
local 593, and the local union was to act as the enforcement arm for 
this association. Then they explained how it would operate, .the 
union would go around and place pickets in front of one of ~ 
taverns or the restaurants. The association would then go in, or 


‘ > 1 ° e . 5 ¥ 
representative of the association would then go in and say, “We can 
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get the picket line taken off, and you become members of our associa- 
tion and you pay a certain amount of money.” 

Then the group would come in the association, and the picket line 
would disappear, or they would not come in the association and the 
picket line would remain. 

This is the heart of what we are looking into in this situation, and 
we will be going into this kind of an operation in other cities. 

Now this did not get off the ground and it only went for a short 
period of time because the people operating it made some serious mis- 
takes, but we have been seen the regular restaurant association em- 
ploy people such as Al Capone’s attor rney, C hampagne, who has a long 
criminal record, and Sam English, a long criminal record, and Louis 
Romano, and then we will go into some other cities and show that 
this is a pattern, that the underworld follows, and we have some de- 
finite information on this and that is why we are going to go into it. 

Senator Curtis. I wanted to establish the record. 

Mr. Kewnnepy. I am glad to do that so that we have the record. 

The Cuarrman. Proceed. 

Mr. Kennepy. Up until a month ago, you and Mr. Ricca were in 
charge of Chicago but then Mr. Ricca got into difficulties and into tax 
difficulties, and he has been convicted and so it would appear that you 
would be the one who is left in charge, is that right ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. You have been very close to Paul “The Waiter” 
Ricca, have you not, Mr. Accardo? 

Mr. Accarpo. I decline to answer 

Mr. Kennepy. In fact when he was sent to jail, in 1943, you fre- 
quently visited him at the penitentiary, did you not, acc ording to our 
record you were a frequent visitor at the penitent lar y- 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Visiting your old friend Paul “The Waiter” Ricca. 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. You also are a close friend of “Cherrynose” Gioe, 
isn’t that right ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. In fact you were arrested with him in 1931, were 
you not, for carrying concealed weapons? 

Mr. Accarnpo. I decline to answer. 

Mr. Kennepy. On what ground? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. He passed on in 1954, and he was murdered in gang- 
land style, and could you tell us anything about that? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. He was working for a restaurant prior to that time? 
And do you orig gre why he had to go to work for that restaurant ? 

Mr. Accarpo. I decline to answer. 

The CHarrman. Are you the head of a syndicate of any kind? 

Mr. Accarpo. I decline to answer. 

The CHarrman. Are you the one who gives orders for these fellows 
to be killed when they step out of line? 

Mr. Accarpo. I decline to answer. 
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The Cuatrman. Do you have anything to do with these gangland 
murders ¢ 

Mr. Accarpo. I decline to answer. 

The Cuairman. Are you a party to them? 

Mr. Accarpo. Sir? 

The Cuarrman. Are youa party to them ? 

Mr. Accarpo. I decline to answer. 

The Caiman. Do you operate your affairs so as to try to get 
control of labor unions ¢ 

Mr. Accarpo. I decline to answer. 

The Cuamman. Do you operate your affairs so as to shake down 
legitimate businesses ¢ 

Mr. Accarpo. I decline to answer. 

The CuHarrMan. Proceed, 

Mr. Kennepy. Now, Mr. Accardo, in 1931 you and four others of 
the Capone syndicate, including Paul Labriola’s stepfather, were 
seized ina raid following the torch slaying of Mike Heitler ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Mr. Heitler was burned to death, was he ? 

Mr. Accarvo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpo. On the ground it may tend to incriminate me or lead 
me into something. 

Mr. Kennepy. Why was it selected that he should be burned to 
death ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. We also understand that you were a close associate 
of Claude Maddox until he died recently ; is that right ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Tony Capezio? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And you were also arrested in connection with the 
St. Valentine murder, or a suspect in the St. Valentine’s murder. 

Mr. Accarpo. I decline to answer. 

The CuatrMan. Do you have any scruples against killing people? 

Mr. Accarpo. I decline to answer. 

The CuatrmMan. On what ground ¢ 

Mr. Accarpo. On the ground it may tend to incriminate me. 

The CHarrMANn. You mean to say if you said that you did have, that 
you were opposed to killing, that it might tend to incriminate you $ 

Mr. Accarpo. I decline to answer. 

The CHarrman. You think that might incriminate you if you gave 
an answer to that question ? 

Mr. Accarpo. I decline to answer. 

The CHarrMan. Proceed. 

Mr. Kennepy. We understand that you were Al Capone’s personal 
bodyguard when he lived at the Lexington Hotel in Chicago; is that 
right ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And that you were in a close association with Mur- 
ray “The Camel” Humphreys? 
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Mr. Accarpo. I decline to answer 

Mr. Kennepy. And Frank “The Enforcer” Nitti? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. And Ed “Dutch” Vogel ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ¢ 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. And Mr. Battaglia who just testified. 

Mr. Accarno. I decline to answer. 

Mr. Kennepy. And Jack Cerone? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ¢ 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. We have some other pictures here that might refresh 
your recollection, and we understand some of these people are friends 
of yours, and at least one of them was involved in these associations. 

So I would like to present these pictures if we may, and perhaps you 
can help us if you would. 

The Cuarrman. | — you a picture of 6 men and ask you to 
examine the picture and state if you recognize a of the 6 people 
who appear on aetna 

\ document was handed to the witness. ) 

The Cuairman. Have you examined the picture / 

Mr. Accarpo. Yes, sir. 

The Cuarrman. Do you identify any of the people in that picture ? 

Mr. Accarpo. I decline to answer. 

The Cuatrman. On what ground ¢ 

Mr. Accarpno. On the ground it may tend to incriminate me. 

The CHatrman. In other words, you think if you acknowledged 
that you know some of these people, it might te te to incriminate you. 

Mr. Acc Arbo. Yes, sir. 

The CuatrmMan. That picture may be made exhibit No. 2 

(The document referred to was marked “Exhibit No. 23” for refer- 
ence. ) 

The Cuarrman. I hand you another picture showing six men, and 
ask you to examine this photograph, and state if you identify any of 
the people in it. 

(A document was handed to the witness. ) 

The CnarrmMan. Have you examined the photograph ? 

Mr. Accarpo. Yes, sir. 

The Cuatrman. Do you identify any of the people in the photo 
graph / 

Mr. Accarpo. I decline to answer. 

The Cuarrman. On what ground ? 

Mr. Accarpo. On the ground it m: iy te nd to incriminate me. 

The Crarrman. Do you honestly believe that if you gave a truth 
ful answer, as to whether you identify any of those people, that a 
truthful answer might tend to incriminate you ? 

Mr. Accarpo. Yes, sir. 

The CHamman. Let that picture be made exhibit No. 23—A. 

(The document referred to was marked “Exhibit No. 23-A” for 
reference. ) 
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Mr. Kennepy. In this first picture, we have a group of six gentle- 
men, and on the left Paul Ricca, and then; do you know him? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ¢ 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Sylvester Agoldia, and do you know him? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpo. On the ground it may tend to to incriminate me. 

Mr. Kennepy. Luciano? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground? 

Mr. Accarpo. On the ground it might tend to incriminate me. 

Mr. Kennepy. And Mirlansky ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And John Sina? 

Mr. Accarpo. I decline to answer on the ground it may tend to 
incriminate me, 

Mr. Kennepy. And Harry Brown ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground? 

Mr. Accarpvo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Here is a group of another six men, and the one that 
is of particular interest to us is a man here, No. 5, whose name is 
James Mirro. Did you know James Mirro? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And he is known as Cowboy Mirro, and could you 
tell us anything about him ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Now James Mirro, Mr. Chairman, was connected 
with these trade associations, that we had discussed yesterday, and 
he played an important role and was an important figure, and we 
have not been able to locate him. His picture is here, and we would 
like to find out if he has been an associate of yours, and if you could 
tell us where he —_ be at the present time. 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Do you know anything about Estelle Cary being 
burned to death or murdered that way in 1943 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. You were arrested in connection with that also? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what _ gc 

Mr. Accarno. oi the ground it may tend to incriminate me. 

The CHamman. Do you have any respect for your Government ? 

Mr. a ARDO. I decline to answer. 

The Cuarman. Do you think it might tend to incriminate you to 
answer ‘truthfully? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On June 24, 1946, an attempt was made to assassinate 
James M. Ragan of the Continental Press in Chic: ago. 

He later died from the gunshot wounds and according to statements 
that he m: 4s le to the district attorney out there, this shooting followed 
attempts by yourself, Murray Humphreys, Jake Guzik, and Sam 
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“Golfbag” Hunt, and Tony Capezio to muscle in on the Continental 
Press. Is that x gwd 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Did you threaten Mr. Ragan ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Did you then have him killed ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground. 

Mr. Accarpo. On ~ ground it may tend to incriminate me. 

Mr. Kennepy. Mr. Chairman, you asked the witness if he had ever 
done anyt hing for his oa ry, | believe. 

The Carman. I asked him if he had any respect for his Govern- 
ment. 


Mr. Kennepy. [ think that he gives Fourth of July parties, and he 
invites many of hi s close friends aaa celebrates the formation of the 
United States. I would like to ask you about—do you give these 
Fourth of July parties, Mr. Accardo / 


Mr. Accarpo, I decline to answer. 

Mr. Krnnepy. Now, in 1954, who did you have at your Fourth of 
July party ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Did you have all of the leading gangsters in the 
United States to your Fourth of July party ? 

Mr. Accarpo. I decline to answer. 

Mr. Krennepy. Like Joe Aiuppa, Jack Cerone, Mike Strain, Sam 
English, Chuck English, Russ Brio, and Joe Aeillo, and is that 
correct ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And you had some labor union officials there, did 
you not ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Ken eae According to information we have, Johnnie Lar- 
dino of local 5 3 wi is at your Fourth of July party. 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Joey Gli mco of local 777 of the International Broth- 
erhood of Teamsters, and taxicab drivers was at your Fourth of July 
party ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground? 

Mr. Accarpo. On the ground it may tend to incriminate me or lead 
me into son iething. 

Mr. Kennepy. And Joe Aiello was the head of the Hodcarriers 
Union ? 

Mr. Accarpo. I decline to answer. 

The Cuarrman. You understand, do you, that the committee is un- 
dertaking to get information with respect to the criminal element or 
underworld element or racketeers, and gangsters and thugs and hood- 
lums that have infiltrated or may have infiltrated into the labor move 
ment in this country, in some areas, or also into legitimate businesses 
for the purpose of extortion and shakedown and exploitation. You 
understand that do you not. 

Mr. Accarpo. I decline to answer. 
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The Cuarrman. You are not willing to help your Government ferret 
out such elements and give the Congress information that will enable 
it to enact proper legislation to deal with the problem, is that correct ? 
You are unwilling to cooperate and to help ? 

Mr. Accarpo. I decline to answer. 

The CuHarrman. I just hope that as the committee labors hard to 
carry out this assignment and struggles against these obstructions that 
are pl: iced in our way, the country will sense the real danger that is 
present and growing by reason of the fact that there are characters in 
this country who will resort to such tactics, and such activities without 
regard for humanity in any degree, but simply to satisfy their own 
avarice and greed for money and power. I hope that the Congress 
will respond to the public demand to enact laws that will make it pos- 
sible to drive such elements out of any legitimate enterprise or labor 
organization or business association. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. Now, there were some other individuals present, but 
you also had a Fourth of July party in 1955, did you not ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpbo. On the ground it may tend to incriminate me. 

Mr. Kennepy. And once again Joey Glimeo of local 777 of the 
Teamsters was present ? 

Mr. Accarno. I decline to answer. 

Mr. Kennepy. And Sam “Golfbag” Hunt was present ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ¢ 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Tony Capesio was present ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. And Paul “The Waiter” was present / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground / 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Joe Caesar was present / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Claude Maddox was present ? 

Mr. Accarpo. I decline. 

Mr. Kennepy. On what ground? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Joey Aiuppa was present / 

Mr. Accarpbo, Yes, sir; I decline. 

Mr. Kennepy. And Jack Guzik? 

Mr. Accarpo. I decline to answer on the ground that it might tend 
to incriminate me. 

Mr. Kennepy. There was also an automobile which was registered 
in the name of local 450 of the Hotel and Restaurant Worker’s Union, 
was one of the automobiles that was seen at the scene of your party, 
individuals that attended your Fourth of July party in 1955. Can 
you tell us why representatives of that local were present ? 
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Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Could you tell us who they were? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Could you tell us why these union officials came to 
your party, Mr. Accardo? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Why? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Did these unions act as your enforcement arm, and 
do they call strikes against those individuals th: at you don’t like, and 
give labor peace to those that you are interested in, is that correct ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Then also not only do you have these Fourth of July 
parties, but you and your friends attend any of the wakes of any of 
the depar ted of the syndic: ate, is that correct ? 

Mr. Accarno. I decline to answer. 

Mr. Kennepy. For instance, when Louis “Little Nose” Campagna 
died, there was a wake on June 2, 1955, “Little New York’ Cam- 
pagna ¢ 

Mr. Accarpo. I didn’t get the question. 

Mr. Kennepy. There wasa wake for “Little New York” Campagna ? 

Mr. Accarpno. I decline to answer. 

Mr. Kennepy. Did you attend that wake? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And in addition the information that we have not 
only were you there. but Rocco Fichetti was present, and is that 
correct ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And Joey Glimco was present once again of local 777 
of the teamsters ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And Claude Maddox? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground? 

Mr. Accarpo. On the ground it m: iy tend to incriminate me. 

Mr. Kennepy. And Joey Aiuppa ? 

Mr. Accarpo. I decline. 

Mr. Kennepy. On what ground? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Johnny Lardino was president of the Hotel and 
Restaurant Worker’s Union ? 

Mr. Kennepy. Johnny Lardino was present at the Hotel and 
Restaurant Worker’s Union ? 

Mr. Accarpo. I decline to answer 

Mr. Kennepy. On what ground do you decline / 

Mr. Accarpno, On the ground it may tend to incriminate me 

Mr. Kennepy. And Sam Giancana, who was also present / 

Mr. Accarpo. I decline. 

Mr. Kennepy. Now, just going through, Mr. Chairman, we have 
another matter regarding his relationship with the Restaurant Asso 
ciation, that still exists. but prior to getting into that I would like 
to ask him about his income and what he has declared. 

ie 1946 you reported an income of $90,910.86, is that correct ? 

Mr. Accarpo. I decline to answer. 
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Mr. Kennepy. $25,910.86 from the Owl Club at Calumet City? 

Mr. Ac ARDO, I decline to answer, 

Mr. Kennepy. On what ground / 

Mr. Accarno. On the ground it may tend to incriminate me. 

Mr. Kennepy. And then other sources of 865,000, is that correct ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. What were the other sources 4 

Mr. Accarno. I decline to answer. 

Mr. Kennepy. On what ground 7 

Mr. Accarpo. On the ground it may tend to ineriminate me. 

Mr. Kennepy. Then in 1947, the Ilinois Simplex Distributing Co. 
of Chicago, Tl... about 83.000. or 82.200, and S31. Could you tell us 
tbout that ¢ 

Mr. Accarpo. | decline to answer. 

Mr. Kennepy. And then your partership in the Owl Club of 
$95.911.59 ¢ 

Mir. Accanpo. I decline to answer. 

Mr. Kennepy. And other sources, 833.500, is that correct / 

Mr. Accarpo. I decline to answe! 

Mr. Kennepy. Making a total for that vear of $74,611.39, 1s that 
orrect 4 

Mr. Accarno. I decline to answer. 

Mir. KenNNeEpY. On what ground 4 

Mr. Accarno. On the ground it may tend to incriminate me. 

Mr. KENNEDY. Then in 1949 you declared an income of S1IS86.957.01, 
that rioht ? 

Mir. Accarno. I decline to answer. 

Mr. Kennepy. On what ground / 

Mr. Ac CARDO. On the ground itm Ly Tend to ineriminate me, 

Mr. KENNEDY. {nd these came from the elnb at $347.45, and (ruzik, 
ind Aeccardo of $134.207.54, and the Owl Club of 332,402.12, and 
miscellaneous, 820,000, is that correct ¢ 

Mr. Accarno. I decline to answer. 

Mr. Kennepy. What were the miscellaneous / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ? 

Mr. Accarno. On the ground it may tend to ineriminate me. 

Mr. Kennepy. And what is Guzik and Aeceardo of $134,207.54. 
What kind of busmess is that ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Then in 1950 you declared an income of $158,193.91, 
is that eorrect ¢ 

Mr. Accarno. I decline to answer. 

Mir. KenNepy. On what ground / 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Owl Club $31,349.29, and the Gary and Buffalo 
fron, $116,844.62, and miscellaneous, $10,000 4 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground 7 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mir. KENNEDY. And then in 1951, 8172.252.15 ? 

Mir. Accarno. I decline to answer. 
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Mr. Kennepy. The speculator on gambling events, $47,500, is that 
correct / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ¢ 

Mr. Accarno. It may tend to incriminate me. 

Mr. Kennepy. And $59,752.15 for the Owl Club, is that correct / 

Mr. Accarno. I decline to answer. 

Mr. Kennepy. On what ground / 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. And then in 1953, 883,867.20, income, is that correct 4 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground 7 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. And a D'Leibe, employee, $49,500, Owl Club, $14.- 
367.27, and speculator on gambling events, and miscellaneous of 
S20,000. Could you tellus what that was/ 

Mr. Accarpo. I decline to answer. 

The Cuarmman. Would you say that any of these businesses are 
legitimate businesses / 

Mr. Accarpo. I decline to answer. 

The CuHatrman. You think you honestly believe if you gave a 
truthful answer to the question, whether any of these businesses that 
have been referred to here are legitimate businesses, that a truthful 
answer might tend to incriminate you / 

Mr. Accarpo. 1 decline to answer. 

The Cuairman. [asked you if you honest 

Mr. At CARDO. ] decline to answer. 

The Cnarrman. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question, whether you 
honestly believe that if you gave a truthful answer to the question 
whether any of these businesses are legitimate businesses, that a truth 
ful answer mioht tend to incriminate you ¢ 

Mr. ACCARDO. I decline to answer. 

The CuatrrmMan. You are still under orders and direction of the com 
mittee to answer the question. 

Mr. Accarpo. I decline to answer. 

The CuatrMan. Proceed. 

(At this point, members of the committee present are: Senators Mc 
Clellan, Ervin and Curtis. ) 

Mr. Kennepy. In 1954, you declared an income of $78,000, $30,000 
froma D’Leibe, miscellaneous income of 820.000 and games and sale of 
property $25,000, an income from other interests of $3,000. Is that 
eorrect / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground / 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. What is all of this miscellaneous income of $20,000 
each year, and where are you getting that from ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. That is a great deal of money, and will you tell us 
any of the sources of that / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. In 1955, vou declared a total income of $57,000, 
$1,500 from Lesley Kruse, sale of interest in the Owl Club of SPD O00, 


\ believe it . 
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and other sources, miscellaneous, $30,500. Could you tell us about 
that ? : 

Then in 1956, 867,862.25, That is salary of $42,862.25 from the 
Premium Beer Sales, Inc. / ; 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. And other income, sale of the Owl Club, $25,000: is 
that correct / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground / 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. The total for that period of time, 1946 through 1956, 
was $904,654.86 : is that correct / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Now, could you tell us, Mr. Accardo, we have some 
information that you were aware of the appointment of Mr. Cham- 
pagne as the labor relations consultant for the Chicago Restaurant 
Association. Could you tell us about that / 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. That the word came down from you that there 
should no longer be any cooperation with Abraham Teitelbaum, that 
he was in your disfavor, and that Mr. Champagne should be appointed ; 
is that right ? ¢ 

Mr. Ac carbo. I decline to answer. 

Mr. Kennepy. On what ground‘ 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. And subsequently, after Mr. Champagne was able 
to come in, and be was able to settle this strike, and he received this 
higher rate of income, the information we have is that you then 
forced his resignation ; is that correct / 

Mr. Accarpno. I decline to answer. 

Mr. Kennepy. On what ground ¢ 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Are you the one who in fact forced his resignation ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. Mr. Chairman, could we call Mr. Duffy, who has 
some confidential information from a reliable source, on this 
situation ¢ 

The CuarrMan. Come around. 

Have you been previously sworn / 

Mr. Durry. No. 

The Cuairman. Do you solemnly swear that the evidence, given 
before this Senate select committee, shall be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 


Mr. Durry. I do. 


TESTIMONY OF LaVERN J. DUFFY, STAFF MEMBER, OF THE SENATE 
SELECT COMMITTEE ON IMPROPER ACTIVITIES IN THE LABOR 
OR MANAGEMENT FIELD 


The CuairMan. State your name and your place of residence and 
your business or occupation. 

Mr. Durry. My name is LaVern Joseph Duffy and I live at 123 
Carroll Street SE., here in Washington, D. C., and I am a staff 
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member of the Senate Permanent Investigatine Committee of the 
United States Senate on the temporary loan to this special select 
committee. 

The Cuarmman. All right. 

Mr. Kennepy. Now, Mr. Duffy, have you had some conferences 
with the representatives of the Internal Revenue Department 4 

Mr. Dr FY. Yes: in reference to the ¢ hicago Restaurant Associa- 
tion. 

Mr. Kennepy. Would you give us the information that you have 
secured from them, and tell us what vou found out. and your source 
of the information ? , 

Mr. Durry. During the investigation of this Chicago Restaurant 
Associat On, I had the opportunity to review some | le i the [Internal 
Revenue Department: one of the memos [ ran across was dated March 
7. 1956, which stated in substance that there was a discussion between 
Xn thony V. Chan paghe, Who was the lnbor counsel for the Chicago 
Restaurant Asso ation, 1D 1954, and Ton) Accardo 


An argument ensued between these two individuals, and the argu 
ments were over payments that Mr. (¢ hampagne was to make to the 


Internal Revenue from his retainer from the Chicago Restaurant As 
sociation, which wa S125,000. Che other : roument lated to certain 
activities of the Chicago Restaurant Association. Apparently, Mr. 
Accardo became very disturbed at this, and ordered Mr. Champagne 


murdered forthwith. Through the intervention of Mr. Champagne ~ 
friends, his life was saved and, immediately the arcer, ne resigned 


m the Chicago Restaurant Association. That is, as labor counsel. 
Now, when I received this information, or I examined this memo 
randum, I thought 1t was serious enough that I interviewed the agent in 
he Internal Revenue Service who secured it. The agent, I \ ot 
{ Internal Revenue Service wl ur I ent, LT will not 
disclose his name, but he is an undercover agent working in Chicago 


; 
for the Internal Revenue Service, he supplied the name of the in 
dividual who was close to the syndicate in Chi ‘avo, who ave that 
information to him. 

However, he requested me that I not divulge the name of this in- 
dividual because he fears for the safety of him. He feels, for in- 
forming on the sy ndieate, he would be kalled. 

Mr. Kennepy. Or lost as a future source of information ? 

Mr. Durry. Yes, sir. 

Mr. Kennepy. Now, the records show that Mr. Champagne came 
from a business law practice where he was declaring some &).000 in 
income tax: is that right ? 

Mr. Durry. That is correct. 

Mr. Kennepy. And that he went to this business for the Chicago 
Restaurant Association, where he received $125,000 a vear: is that 
right ? 

Mr. Durry. Which is more than he made in 1 month. 

Mr. Kennepy. He received more in 1 month than he was making 
a vear prior to that time ? 

Mr. Durry. That is correct. 

Mr. Kennepy. And then, suddenly, he resigned and said that 
the Chicago Restaurant Association was taking up too much of his 


time ¢ 
Mr. Durry. That is correct. 
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Mr. Kennepy. And he had to get back to his law practice; is that 
right? 

Mr. Durry. I submitted a letter to that effect. 

Mr. Kennepy. And he said he had to get back to his law practice, 
because the Chicago Restaurant Association, for which he was re- 
ceiving $125,000 a year, was taking too much of his time ? 

Mr. Durry. Yes, s 

Mr. Kennepy. And he went back to his law practice, and the next 
vear declared about $11,000 in his income tax / 

Mr. Durry. That is correct. 

Mr. Kennepy. Now, Mr. Chairman, here is the letter from Mr. 
Champagne, and the letter of resignation from the Chicago Restau- 
rant Association. 

The Cirrarrman. Did you obtain this letter in the course of your 
investigation ? 

Mr. Durry. Yes, Senator. 

The Cuarrman. I hand you the letter referred to, and I will ask 
you to examine it. This appears to be a photostatie copy of it. I 
ask you to examine it, and state if you obtained this letter, and, if so, 
where and how, and out of whose files ? 

Mr. Durry. This letter is from Anthony V. Champagne, addressed 
to the Chicago Restaurant Association, with attention to Mr. Donald 
Kiesau, the executive vice president of the Chicago Restaurant Asso- 
clation. 

The Cnarrman. First, identify the letter, and how did you obtain 
ossession of it ? 

Mr. Durry. From the files of the Chicago Restaurant Association. 

The Cuairman. All right; proceed. 

Mr. Durry. And Mr. Kennedy has stated, the letter stated to get 
back to his clients, and that is why he resigned. Perhaps I should 
read the whole letter. 

The Cuamman. If you read the whole letter, it will not be an 
exhibit, but simply placed in the record at this point. 

Mr. Durry. The letter is dated June 14, 1954, addressed to the Chi- 
eago Restaurant Association, 7 South Dearborn Street, Chicago, IIl.. 
attention Mr. Donald Kiesau, executive vice president : 

GENTLEMEN: I hereby submit my resignation as attorney for your association 
and its members, effective July 1, 1954. It would be appreciated if you would 
advise the officers of the association and each of your members of my resig 
hation, as such 

I wish to acknowledge the pleasant relationship which I have enjoyed with 
vou, personally, the officers and directors, as well as the individual members 
who have sought my counsel during my tenure as their attorney. 

The Cuatrrman. We will have to suspend. That bell signals a roll 
call vote in the Senate, and the committee will have to stand in recess 
temporarily until the members can go to the chamber and vote. We 
will return immediately. 

(A brief recess was taken.) 

(At this point, ~ following members were present: Senators Me 

Cle I: me and Ervin 

The CHAIRMAN. T Ginciaslatien will come to order. 

Mr. Ke Nhe “Ly, vou Tn vp sroceed., 

Mr. Kennepy. Could you tell us about the conversation that you 
had with Mr. Champagne on this matter / 
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Mr. Accarpo. | decline tO answer, 

Mr. Kennepy. On what erounds? 

Mr. Accarpo. On the ground it may tend to incriminate me. 

Mr. Kennepy. Were you, in fact, upset by the way he intended to 


randle the money and declare the Money He received from the Chi- 


| 


‘ago Restaurant Association / 


Mr. Accarpo. I decline to answer. 
Mr. Kennepy. Could you tell the committee why it was that the 


Chicago Restaurant Association was willing to pity hime S125,000 ¢ 


l 


Mr. Accarpo. I decline to answer. 

Mr. KENNEDY. On what ground / 

Mr. Accarpno. On the grounds it might incriminate me. 
Mr. Kennepy. Was some of that money going to you / 
Mr. Accarpo. I decline to answer. . 

Mir. Kennepy. On what grounds / 

Mir. Accarpbo. On the grounds it might ineriniuinate n 


Mr. Kennepy. Could vou tell us if vou were the one t forces 


AP] | 
‘ \ { 

ut . ) 

Vir. AKENNEI ()n\ it Pro ci 

Nia Ac Rb ()) 0) { ( ('] Live 
Mir. KENNE! We ha Onn for a 
mis, is that correct / 

Vin Vo LRDO. j ¢ | t ( mswer, 


Mr. Kennepy. And an indoor swimming pool, 2 bow] illeys 


pe organ, and 6 master bedrooms. is | Crignt! 
) } 
Mr. Accarpo. I decline to answer. 
Vii Ix VNNED) | ree | the x | ! ( - rolal ylated 1X 
coe \ I \ vy. 1ree | .° J { bow i\et Padi i tLrec 
res. is that rhit 2 
Mr. Accarpo. I decline to answe1 
\ y ] ' ‘ | { 
Mr. Kennepy. And one 1 Oa if supposediv cost STOQ00, 
it 3 
. } : . 
ut trom solid ble ‘kK OF \lex) ah Ol Kf 


Mor. ACCARDO., I clec] ne toanswer, 
Mr. Kennepy. Is that true / 
Mr. Accarpo. I decline to answer. 


Mr. Kennepy. And the house ts OMthh ADOT AY Jisthatra@ht 4 
Mr. Accarpo. I decline to answer. 
Mr. KenNepy. You pin ised it in 1951 for about S125.000, is that 


Mir. Accarpo. I decline to answet 
Mr. Kennepy. On what ground / 
Mr. Accarpo. On the grounds it might tend t 


l 


Mr. Ky NNEDY. And this is where vou celebrate the Fourth ot July, 


is that right / 


know other than the ones we mentioned / 


Mr. Accarpbo. | decline to answer, 

Mr. Kennepy. On what ground / 

Mr. Accarbo. On the eround It ay tend to merimiinate me. 
Mr. Kennepy. Could you tell us what other union officials you 
Mr. Ac ARDO. I decline to answer, 

Mr. Kennepy. On what ground / 

Mr. Ac ARDO. (On the eround It may tend {4 he} minate ie, 

Mir. KENNI 2 ¢ Do vou mve any Ly ts ness den .adrrangvements, wit 


ny of them 7 
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Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground ¢ 

Mr. Accarpno. On the ground it ~~ tend to incriminate me. 

Mr. Kennepy. Could you tell us what other businesses you are in 
other than the ones that have ae mentioned ? 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what grounds? 

Mr. Accarpo. On the grounds it might tend to incriminate me. 

Mr. Kennepy. We have some information we are developing that 
you are in some other businesses, Mr. Accardo. Could you tell 
about any of those ¢ 

Mr. Accarpo. I decline to answer. 

Mr. Kennepy. On what ground 7 

Mr. Accarpo. On the grounds it may tend to incrimimate me. 

Mr. Kennepy. That is all, Mr. Chairman. 

The Cuamman. Are there any further questions / 


Senator Ervin. Can you think of any activities in which you have 
engaged in the last 20 years that you ak | tell us about that would 
not tend to li ‘riminate vou? 

Mr. ACCARDO. | decline to answer, 

Senator Ervin. That is all. 

Mr. Kennepy. Mr. Chairman, we have information that the wit 
Hes Was born \pril 28, 1906, in Chicago. 

[s that rigatt 

Mr. Accarpbo. I decline to answer. 

The Ciarman. This witness will remain under the present sub 


pena. You will be under recognizance to reappear and give further 
testimony before the committee at such time and place as it may 
designate. Do you accept such recognizance / 

(‘The witness conferred with his counsel. ) 

Mr. Accarpo. Yes, sir 

The CuarrMan. All right. We will give you a reasonable notice, 
or your counsel, of the time and place where the committee may desire 
to hear furthe testimony from you. 

Mr. Kennepy. | just have one more question. We have some in- 
f mation about L, abr ola and Weinberg planning to kill Mr. ‘Teitel- 
aaum. Could you tell us anything @ about that / 

Mv. oe ARDO., | dec] line to answer, 

Mir. KENNEDY. On what ground / 

Mir. Accarpo. On the grounds it may tend to incriminate me. 

Mr. Kennepy. Did you know of the plot to kill Teitelbaum / 

Mr. Accarno. I decline to answer. 

Vir. Kennepy. On what grounds 4 

Mr. Accarpo. On the — it may tend to incriminate me. 

The Cuamman. The Chair will announce at this time that he Is 
nstructing the statf of the committee to immediately prepare, as early 
is they can get to it, with the workload that we have, the ] proper 
papers and documents to cite this witness and the preceding witness 
this morning for contempt of the United States Senate. There were 
some other witnesses vesterday who will also be included. I do not 
have their names before me just now. We will take these citations 
up at an exe utive session of the committee as soon as the citations 
have been prepared. [am hopeful that the Senate will approve the 
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resolution based upon this record citing these parties for contempt 
of the United States Senate. 

There can be no doubt that these witnesses are making absolutely 
Capricious Use and abuse of the fifth amendment privilege, when a 
citizen ot this country takes a Positron that he can't acknowledge that 
fact v ithout the possib lity of bene iIneriminated or cannot tel] the 
date or the place of his birth, if he was born in this country, without 


possible self-1 mination. 

It is time for the court to sav whether the fifth amendment was 
intended and can be used as a device simply to evade giving informa- 
tion that a committee or that a court may need to carry out its 
functions. ' 

The legitimate use of the fift mendment should be sustained. It 
should be oranted, and it should be re pe ted. But the flagrant abuse 
of it, converting 1 a device simply to make a mockery of the 
(covernment and of the rts of the land, using it solely for the 
purpose of concealing facts that should be known and could be known 
and could be told by the witness wv ithout any possible self merimima 
tion is, in my judgment, something that needs to be clarified by the 
courts of the land. 

We ought to know whether this amendment is intended to be used 
mn such fashion. | know of no othe way to find out except to process 
these cases and let the highest Court in the land rule on them. 

(At this point, s natol .enn ay a d Senator Curtis entered the 
nearing room. ) 

The Cuatrman. This ic job, and there is nothing pleasant 

this WOK. It Ss most eXasperating to find people enjoy the 
- our country and our Government who defy it. who ob 
Ss Who try to utilize its freedoms that are euar 
of exp itation of legitimate enter 
and who even resort to murder in 
enterprises. 


| ali hopefi ic ‘ eTUl, that the eourts, when they hear and 


this reeord, will Col ous of an obligat on to societv as 


ie rights of individuals under the fifth amend 


on of the Constitutio 


‘ clé 


I] rioht, voumay stand as 
(‘all the next \\ thess, ple ~¢ 
Oit the record. 
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Mr. McCuiettan, from the Senate Select Committee on Improper 
Activities in the Labor or Management Field, submitted the 
following 


REPORT 


[To accompany 8S. Res. 374] 


The Senate Select Committee on Improper Activities in the Labor 

* Management Field, created and authorized by Senate Resolution 
74. agreed to January 30, 1957, as amended by Senate Resolution 88, 
agreed to February 7, 1957, of the 85th Congress, Ist session, and 
further extended and authorized by Senate Resolution 221, agreed 
to January 29, 1958, of the 85th Congress, 2d session; and under the 
rules of procedure adopted by the committee on February 5, 1957, 
and under the Standing Rules of the Senate, caused to be issued a sub- 
pena to Abraham Teitelbaum, which was duly served on him on July 
1, 1958. Said subpena directed Abraham Teitelbaum to appear at 
9:30 a. m., July 7, 1958, before the committee at their committee room, 
Senate Office Building, Washington, D. C., and then and there to tes- 
tify relative to the subject matter under consideration by the said 
Senate Select Committee on Improper Activities in the Labor or 
Management Field. 

The subpena served upon the said Abraham Teitelbaum is set forth 
as follows: 

UNrrep STaTes or AMERICA 


CONGRESS OF THE UNITED STATES 
To ApranaM Terrerpaum, /ndio, California, Greeting: 
Pursuant to lawful authority, you are hereby commanded 


to appear before the Senate Select Committee on Improper 


20008 
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Activities in the Labor or Management Field of the Senate of 
the United States, on July 7, 1958, at 9:30 o'clock a. m., at 
their committee room, 101 Senate Office Building, Washing- 
ton, D. C., then and there to testify what you may know 
relative to the subject matters under consideration by said 
committee. 

Hereof fail not, as you will answer your default under the 
pains and penalties in such cases made and provided. 

te to serve and return. 

Given under my hand by order of the committee, this 20th 
day of June, in the year of our Lord one thousand nine hun- 
dred and fifty-eight. 

(Signed) Jonun L. McC iensan, 
Chairman, Senate Select Committee on 
Improper Activities in the Labor or Management Field. 

JuLy Isr, 1958. 

I made service of the within subpena by handing to the 
within-named Abraham Teitelbaum, at Beverly- W ilshire 
Hotel Coffee Shop, Beverly Hills, California, at 4:15 o’clock 
p. m.,on the Ist day of July 1958. 

Roserr W. Ware, 
United States Marshal. 
By (Signed) T. R. Keerrs, 
Deputy, 

Abraham Teitelbaum appeared and testified before the committee 
pursuant to the aforementioned subpena, at hearings held July 10, 
1958, in Washington, D. C. 

The said Abraham Teitelbaum, having appeared as a witness and 
having been asked certain questions, which questions were pertinent 
to the subject matters under inquiry, made answer as appears in the 
record of said hearings on July 10, 1958, which record is made a part 
hereof. Excerpts of this testimony and relevant documents are an- 
nexed hereto and designated as “Exhibit 1.’ 

The committee was conduct ing hearings relative to gangster infiltra- 
tion into labor organizations in the Chicago, IIl., area. The chairman 
has stated in public sessions of the committee: 


There can be no doubt that these witnesses are making 
absolutely capricious use and abuse of the fifth amendment 
privilege, when a citizen of this country takes a position 
that he can’t acknowledge that fact without the possibility 
of being incriminated or cannot tell the date or the place of 
his birth, if he was born in this country, without possible 
self-incrimination. 


Abraham Teitelbaum, a practicing attorney and member of the 
Illinois bar, was asked questions concerning his citizenship. He was 
also asked questions concerning his date of birth and place of birth. 

The witness refused to answer these questions claiming his privileges 
under various amendments to the Constitution. Although these ob- 
jections were overruled, Mr. Teitelbaum continued in his refusal to 
answer. When ordered and directed to answer, he persisted in his 
refusal to answer. 
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It is the committee's contention that the constitutional privilege to 
refuse to answer should be made in good faith. 

The legitimate legislative purpose behind such questions is clear. 
The chairm: an, during the course of these hearings, in discussing the 
inroads made by criminals in both labor organizations and manage- 
ment associations, stated : 


We are trying to determine whether that infiltration is 
by citizens who owe an obligation to this country or if it is 
by people in some instances who are not citizens of this coun- 
try who are taking advantage of their presence here to en- 
gage in improper practices and even criminal acts to exploit 
the American citizen and to prey upon innocent people in 
this country. 


Senator Mundt continued: 


To which you could add, Mr. Chairman, that part of our 
responsibility is to make suggestions to the Senate, to the 
Congress, as to how these improper practices may be allevi- 
ated. If it develops that they are being engaged in, in the 
main, by people who are not citizens of the United States, 
one of the ways to correct the situation is to tighten up the 
deportation proceedings and to expedite them. So a question 
is most pertinent and most relative which directs itself to the 
question whether or not the man on the witness stand is a 
citizen of the United States, and, as such, entitled to live 
here, and regardless of any crimes he may commit. If he is 
not a citizen of the United States, he is subject to deportation 
if he is involved in criminal activities. 

Senator Curtis in discussing the legislative purposes on questions 
concerning citizenship stated : 


Mr. Chairman, I might add that it is very likely that the 
Congress and the legislative committees may want to con- 
sider the question of whether or not they should, by law, 
provide that union officers and agents must be citizens. Any 
information that we can provide in these hearings on that 
serves a definite legislative purpose, and is very much perti- 
nent to our inquiry, and would in no way incriminate the 
witness. 


The refusal of the witness to answer these questions was frivolous 
and not in good faith. The committee was this prevented from re- 
ceiving pertinent testimony concerning the matters under inquiry, 
which matters had legitimate legislative purposes. 

The Senate Select Committee on Improper Activities in the Labor 

r Management Field met on August 8, 1958, and after reviewing the 
fants in this matter, as set forth in this report, resolved to present 
to the United States Senate for its immediate action a resolution re- 
quiring the United States attorney for the District of Columbia to 
proceed against the said Abraham Teitelbaum in the manner and 
form prescribed by law. 
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ExHIBIT 1 


LABOR-MANAGEMENT AFFAIRS OF THE RESTAURANT 
INDUSTRY IN CHICAGO, ILL. 


UNITED STATES SENATE, 
Sevecr ComMIrree ON Iwprorer ACTIVITIES, 
IN THE LABOR OR MANAGEMENT FIELD, 
Th ursday, July 10.1958, Washington, 124. 


The select committee met at 10 a. m., pursuant to Senate Resolution 
74, agreed to January 30, 1957, in the Caucus Room, United States 
Senate, Senator John L. McClellan (chairman of the select com- 
mittee) presiding. 

Members of the select committee present : Senator John IL. 
McClellan, Democrat, Arkansas; Senator John Kennedy, Democrat, 
Massachusetts: Senator Sam J. Ervin, Democrat, North Carolina; 
Senator Frank Church, Democrat, Idaho; Senator Barry Goldwater, 
Republican, Arizona: Senator Karl E. Mundt, Republican, South 
Dakota: Senator Carl T. Curtis, Republican, Nebraska. 

Members of the professional staff present: Robert F. Kennedy, 
chief counsel: John J. McGovern, assistant counsel; Lavern J. 
Duffy, investigator: James P. Kelly, investigator; James Mundie, 
investigator; Ruth Young Watt, chief clerk. 
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(At the reconvening of the committee, the following members were 
present : Senators McClellan, Curtis, and Goldwater. ) 
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(At this point, Senator Kennedy entered the hearing room. ) 
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(At this point, Senator Mundt entered the hearing room. ) 
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(At this point, Senators Goldwater and Curtis withdrew from the 
hearing room.) 
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(At this point, Senator Kennedy withdrew from the hearing room.) 
* * of ok * * * 


The CHairman. Call the next witness. 

Mr. Kennepy. Mr. Teite!baum. 

Mr. Trire.Baum. Senator Kennedy, may I make a statement prior 
to being sworn in this matter / 

May I be given permission by the committee? I would like to 
make a statement. 

The CuairMan. The Chair has called you as a witness. You are 
under subpena. The first thing you will do will be to be sworn as a 
witness. 
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Mr. Trerrerpaum. I would still like to renew my request, Senator 
McClellan, and Senators. If you will listen to my statement, it will 
only take a few minutes. I promise not to unduly delay you. 

The CHatmman. I do not know what your statement is. 

Mr. Trrrenpaum. I think it is very important and pertinent to 
the issues. 

The CHamman. We require all witnesses to be sworn. ‘Then if you 
want to make a statement, we will hear you. If you wish to make a 
request to the committee about anything that comes under the rules, 
that request may be made. 

But we are not here to just hear speeches made. We are here to get 
evidence. You are under subpena. 

The Chair agente 

Mr. Trerrernaum. Senator McClellan, f have a high regard for this 
committee and for ts $ Soa puntiieth but I would lke to go ahead and 
till make this statement, because I feel that this statement will be 
pre rtinent to a lot of things. 

The Cuamman. The Chair is perfectly willing for you to make a 
statement under oath. After you are sworn, you may make your state- 
ment. I do not want to hear a statement that is not under oath, that 
pertains to the matter the odraauittes is investigating. 

Mr. TrrreLpium. ig is your prerogative. If the committee feels 
that way, I will abide by the committee 

enator MuNpr. Wie is there about your statement that you don’t 
want to make it under oath ? 

Mr. TreirerBaum. It is unusual, but I have had previous experience 
with the committees, and notably one was the King committee in 
1951, and as a direct result of testi ifving voluntarily, I became an 
mnocent \ ‘tim, and asa result a jeopardy nssessment by the Internal 
Revenue Department was made against me, which I fully paid, and 
thereafter I went through two indictments for income tax. 

Senator Munpr. There 1 this distinction. mav | suggest to the 


thess, that the statement Is your owh, ana, consequently, vou ean’t 
place yourself in jeopardy by the statement under any other law 
except perjury. If you are to tell us the truth, which ] presume 
vou want to do, you will lose nothing by making it under oath. I ean’t 


understand why vou don’ t want to make it under oath. 

Mo. Terrenpaum. For over 15 vears, the Internal Revenue Depart- 
ment has been hounding: me. . 

Senator Munpr. You don’t have to talk about your finances unless 
you want to. It is vour statement. 

Mr. Terrersaum. | understand that. That is the reason why 1] 
want to explain to the committee why I am taking the procedure that 
Iam going to in this matter. 

Senator Munpr. I think the Chair is eminently correct. The state- 
ment should be under oath, unless you can provide some good reason 
why it should not be. 

The CHairmMan. We can't establish a precedent here. 

Mr. Trerrennacm. I am not looking for a special immunity. 

The CuHarrMan. Just a moment. We cannot establish a precedent 
here in this committee of calling people up here as witnesses and then 
let them make a speech or make statements relevant, possibly relevant. 
to the subject matter the committee is inquiring into, and not make 
it under oath. 
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We have tried to keep the integrity of this record since the com- 
mittee began. I have not placed telegrams in the record unless they 
are place there under oath, letters or anything else. 

Senator Munpr. May I say for your comfort and convenience, Mr. 
Teitelbaum, that this committee has quite a record of putting people 
under oath. At one time when I was serving as acting chairman, we 
put the committee members under oath. 

This is nothing unusual. 

Mr. Treirecsaum. But I understand also like when a witness testi- 
fies voluntarily, as I did before the King committee, [ am entitled to 
certain immunities and protection, too, which I did not receive. That 
is the reason I wanted to make the statement. However, I will abide 
by this committee—— 

The CuHarrMan. That relates to the activities of another committee. 

Mr. TrrrerBaum. Some of the members of that committee are the 
members of this committee, 

The CHarrMAn. Well, it is not the same chairman. 

Senator Munpr. Not I. 

The Cuarrman. I believe with the cooperation of the other members 
of the committee, I believe we will give you a fair hearing. 

Mr. Trrrerpaum. I have a high regard for your committee, and : 
high regard for Mr. Kennedy and his associates. I might say, I will 
abide | v your ruling. 

However, I wanted to make a statement which I felt was fair to 
everybody concerned. 

The CHAIRMAN. You may hand your statement out to the press, if 
vou want publici ity on it, that is your privilege. Do you solemnly 
swear the evidence you shall give be fore this Senate Select ¢ ‘ommittee 
shall be the truth. the whole truth. so he ‘Ip vou God ¢ 

Mr. Trrrerpaum. Yes, sir. 


TESTIMONY OF ABRAHAM TEITELBAUM, ATTORNEY AT LAW, 
CHICAGO, ILL. 


The CHAIRMAN. State your name, your place of residence, and your 
business or occupation, please, sir? 

Mr. Terrennaum. My name is Abraham Teitelbaum. Further than 
that. I refuse to answer on the grounds enumerated as follows: 

First, I claim protection under the first amendment to the United 
States Constitution which protects me and protects every citizen from 
unlawful search and seizure. 

My second ground is under the fifth amendment—that anything I 
may testify may tend to incriminate or degrade me. ‘That is second. 

Third, I claim protection under the sixth amendment to the United 
States Constitution on the ground that everybody is entitled to counsel, 
the right of counsel, and the people that I have represented and who 
have retained me as counsel are entitled to their privileges and im- 
munities and as guaranteed every citizen of the United States, notably 
the right to keep their testimony in a confidential capacity, similar 
toapr iest and par ishioner, and doc ‘tor and pat lent, as well as attorney 
and client. 

[ also claim the privileged immunities as guaranteed me under the 
16th amendment of the Constitution of the United States, which is 
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known as the income-tax amendment, which has been in force in our 
country since 1913, se which I gave testimony before the King 
committee in the year 1951, and asa result of such testimony I received 
a jeopardy assessment and thereafter I was indicted twice by the 
United States Government for income-tax evasion. 

As a result of that, I faced two disbarment proceedings in the 
State court, as well as in the Federal courts, in which I ‘defended 
them successfully pro se. I have pending in the United States Tax 
Court two tax cases in which I am the petitioner, seeking a refund 
of my taxes. My testimony here may tend to embarrass ‘those pro- 
ceedings, and, therefore, I feel that my testimony might prejudice 
me for the reasons heretofore enumerated. 

[ will refuse- 

The Cuarrman. Have you concluded now your objections to testi- 
fying? 

Mr. Terretpaum. Yes; I have. 

The CHarrMan. The Chair overrules all objections interposed by 
the witness save and except the fifth amendment. 

Mr. Terrersaum. I duly except to your ruling, respectfully. 

The Carman. The Chair will ask you if you have counsel or if 
you waive counsel. 

Mr. Terrenpaum. I don’t think I need any counsel. 

The Cuarrman,. Then I assume you waive counsel ? 

Mr. Trrrersaum. I waive counsel. And I resent the fact that in the 
papers of both Washington and in Chicago it was stated that I was 
looking for counsel or representation. ‘They printed stories of what 
I have already testified to. J already said that. 

The CHatrman. The resentment, as I understand you, is directed 
against the press and not against the committee. 

Mr. Trerrerpacum. L have the highest regard for this committee. 

The CHatreman, Thank you very much. Are you an attorney at 


} iw / 


Mr. Terrecnvum. IT have given my objections and it will be the same 
objection 1 he it question too. 

Phe CHarrman. The question is: Are you an attorney at law? 

Do vou wis! aoa Pu or do you wish to object ? 

Mr. Terrennaum. [ claim my rights and privileges under the Ist, 


the Sth. the 6th, pe a th amendme nts, 
The CuarrMan. Your objections are overruled except as to the fifth 
amendment. I will ask you this question: Do you honestly believe 
that if vou answered the question truthfully, the question of whether 
you are a pr acticing attorney, if the answer to that question might 
tend to incriminate you, 

Mir. Terrensaum. Yes. Thesame answer. 

Phe CHamman. Proceed, Mr. Kennedy, 

Mr. Kennepy. Mr. Teitelbaum, could you give us a little of your 
background? Where were you born ¢ 

Mr. Trrrennaum. Same objections, Mr. Kennedy; with all due 
respect to vou. 

Mr. Kennepy. ‘Tell us the date you were born. 

The CHarmman. If you are going to say same objection, let the 
record show in response to each question and answer such as it may 
he, if that objection is interposed, that the Chair overrules all of the 
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objections, save and except, if and when the witness properly invokes 
the fifth amendment. All right. 

Mr. Treirre.eaum. Senator McClellan, I will hereafter, in order to 
save my voice and save your voice, save the idea of being repetitious, I 
um going to stand mute after every question. I am interposing the 
same objections that I have heretofore noted. 

The Cuarrman. Let the recordshow that. We will have that under- 
standing. The record will reflect that upon the asking of each ques- 
tion, the witness interposes all of the objections he has stated here- 
tofore. The Chair has overruled all of those objections save and 
except the objection based upon the fifth amendment, which is the 
witness shal] not be required to give testimony against himself, or 
testimony that might tend to incriminate him. 

The Chair will not recognize all of the objections as to each ques- 
tion asked save and except the fifth amendment. That is the only one 
recognized as a valid objection, or a valid reason for declining to 
answer questions. As the questions are asked, the witness will be 
required, if he so desires, to invoke the fifth amendment. 

Proceed, Mr. Kennedy, 

Mr. KenNepy. Could you just tell us the date of your birth, Mr. 
Teitelbaum? Youcan tell us that. 

Mr. Terrecpaum. Iam standing mute. 

Mr. Kennepy. You are not standing mute. 

Mr. Trrre.paum. I am sitting mute. 

Mr. Ky NNEDY. You have to answer something SO that ] know that 
you hear the question. 

The Cuatrman. Did you hear the question / 

Mr. Trrrereaum. I heard the question. 

The CuarrmMan. You understood it / 

Mr. Trerrennaum. I understood it. 


The Coaiman. The Chair directs you to answer the questior 
Where were you born / 

Vir. TeEITELBAt M. I claim the Lidia esas | mve heretofore stated. 

Senator M1 pr. Mr. ‘ hadiniah, I think the witness started out 
Dy saying he was not looki iv for trouble. He had t uuible with the 
King committee. But he isnow hunting for it 

There isa grave doubt as t whethe any court Is voIng to sustain 


the use of the fifth amendment concerning the fact that you were 


born, or where you were born and when you were born. 
The fifth amendment is hol something’ that you can just use frivo 
lously as part ofa TV show. 
Mr. Terrersnacm. I did not brine this TV show. Senator Mundt. 
Senator Munpr. .Just a moment. It 1 omething that you can 


ix 7 i ' ] a . . . + ‘ ] , 1f 5 ’ ; 
only use seriously im order to } rotect yourself against self-incrimina 


tion. and this committee recognizes that rioht. But it cdloes not recog 
nize a right that you can simply flash a card that you will take the 


hfth amendn ent on any question, when if is clearly obvious that ali 
: 


honest answer could not in any way 11h rihlmhate you, 
Mr. Trerretpaum. Evi 


1 ie \ . } } 
lently, Senator Mundt, you are not acquainted 
with the fact that once | ; i 


? 
i 
testify as to any particular subject, it will 
open the door toa lot of thin 


Senator Munpt. Tam acquainted with that fact. 


Mr. Terrenpava. If you want to take the privilege upon yourself 


to protect ne 
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Senator Munpr. That fact is not involved in asking you where 
you were born, or when you were born, because there is nothing in- 
volved that is relevant in these hearings that could in any way in- 
criminate you by virtue of the fact that you were born in any country 
in the world, I don’t know where it was, or that you were born in 
any year. 

pone agree that if we would ask a leading question and say “Did 
you know Mr. Romano?” for example, and you said “Yes,” and then 
- the fifth amendment on the next question, then you would be 
destroying your Immunity. 

But you are not destroying your immunity when you answer a 
quest ion as to where you were born. 

You are moving in the direction of requesting a citation for con- 
tempt of Congress. 

Mr. Terrensacm. L am not looking for a citation from anybody, 
contempt or otherwise. However, I want you to know, Senator, that 
after 29 years of practice of law, I feel that once I testify as to any 
particular subject that all goes into a line of questioning which is 
endless. 

The CHarman. Let the record show the witness states that he has 
practiced law for 29 years. Proceed, Mr. Kennedy. 

Mr. Kennepy. You wouldn't answer that question ¢ 

Just where were you born ? 

Mr. Terretsaum. No. 

Mr. Kennepy. | can’t hear you. 

Mr. Terrersaum. No. 

Mr. Kennepy. On what ground ¢ 

The CratmrMan. Just a2 moment. Well, all right. On what 
grounds / 

Mr. Kennepy. What grounds? 

Mr. Trerrecnaum. First, fifth, sixth, and sixteenth amendments to 
the Constitution of the United States. 

Mr. Kennepy. Could you tell us how old you are? 

The Cuamman. Let the Chair ask a question. Do you honestly be- 
lieve that if you answered the question truthfully as to where you 
were born, that a truthful answer to such question might tend to 
incriminate you / 

Mr. Terrensaum. I think so. 

The CuatrmMan. Proceed. 

Mr. Terrensaum. It might. 

The CHairmMan. Proceed, Mr. Kennedy. 

Mr. Kennepy. You were with the Chicago Restaurant 

Senator Munpr. | would like to ask a question. When were you 
born / 

Mr. ‘Terrennaum. | would have to make that same objection. 1 
think the same question was propounded to me by Mr. Robert Ken 
nedy, Senator Mundt, with due respect to you. 

Senator Munpr. You can do anything you want to. IT am asking 
you the question: When were you born ? 

Mr. Terrernaum. I refuse to answer that question, Senator. 

Senator Munpr. On what ground? 

Mr. Terrersaum. On the Ist, 5th, 6th, 16th, amendments. 
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Senator Munpr. Mr. Chairman, I suggest that you order the wit- 
ness to answer that question. 

The CHamman. Just a moment, let me get his answer clear. 

On what amendments do you refuse to answer the question ? 

Mr. Terrersaum. On that particular one, on the fifth amendment. 

The Cuarrman. On the fifth amendment. 

Do you honestly believe that if you gave a truthful answer to the 
question, that a truthful answer might Rok to incriminate you? 

Mr. Terrecpaum. It might. 

The CHarrMan. Proceed. 

Senator Munpr. Mr. Chairman, I suggest that you insert into the 
record at this point that he be or dered to answer that question. I 
think we should find out sooner or later whether the witnesses can 
make a complete public mockery out of the fifth amendment or not. 
This obviously is an attempt to do that. Maybe the courts will so 
hold. But let’s get it buttoned down in these hearings so we can test 
it out. 

We can just as well close up shop and quit this investigating busi- 
ness, if we let witnesses show contempt for the committee in that way 
and use what is obviously a capricious and frivolous use of the fifth 
amendment, either for the entertainment of television viewers or some 
other reason. 

I think we should button this down and insist that he answers. If 
he refuses, the committee will have the evidence on which we can act 
in executive session. The question is simple and cannot in any way 
incriminate him, when we ask the question of “When were you born.” 

He is not up for draft evasion, he is not up for any conceivable kind 
of question which in any way at all could incriminate him, by telling 
us the date of his birth. 

The Cuarrman. The Chair will make this observation. As our 
official record, the transcript of our proceedings, will repeatedly reflect, 
we have a number of instances where, in the view of the Chair, and | 
am sure in the view of the committee, witnesses have capriciously re 
fused to answer questions that are at least preliminary to laying a 
foundation for the real meat of the information sought by the com 
mittee. 

We have, on a number of occasions, ordered witnesses to answer. 
We have a number of instances where, in my judgment the committee 
is wholly justified in asking the United States Senate to approve a 
charge of contempt before this committee. I am hopeful that at some 
early date—the committee has been tremendously busy and occupied, 
as we all know—that we can hold an executive session and have the 
staff prepare for us the instances, give us a list of them, and the cir- 
cumstances of the testimony or the refusal to testify, so that the com- 
mittee can give serious consideration to citing those witnesses for con- 
tempt. 

Mr. Trerrecpaum. Senator McClellan ? 

The CHarrMan. Just a moment. 

Mr. Terrecsaum. Pardon me. 

The CuarrMan. Since this witness is even refusing to state where 
he was born or when he was born and invoking the fifth amendment 
on them, and since there are many questions that the committee desires 
to ask on matters of importance, of definite relevancy and pertinency 
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to the subject matter of this committee’s inquiry, and to the carrying 
out of its function, the mandate given it by the United States Senate, 
the Chair at this point, with the approval of the committee, orders and 
directs the witness to answer two questions: 

First, where were you born ? 

Mr. Trerrenpaum. | refuse to answer that question. 

The CHArrMAN. Second, when were you born / 

Mr. Trrrerpaum. I give the same answer to that. 

The CHairMAn. Proceed, Mr. Kennedy. 

Mr. Terrersaum. Mr. McClellan, I would like to make this state- 
ment before you certify any statement. 

You come from the great State of Arkansas, or some people call 
1t—— 

The Cuairman. Where I come from does not particularly matter? 

Mr. Terrernaum. That is what I am trying to make out, the same 
objection. 

The Cuairman. Justamoment. The Chair is not ashamed of where 
he came from, where he was born, or when he was born. I would be 
very glad to answer any questions—— 

Mr. Trrre.paum. Do you see any relevancy to what that question 
istomy matter? That has no relevancy here. 

The CHairMan. You are a lawyer. 

Mr. Tetrerpaum. Yes. I respect you. I think you should respect 
my rights, 

The CHatrman. The Chair is not going to tolerate very much 
diversionary tactics. 

Proceed, Mr. Kennedy, with the question. 

The witness wants to know how to take care of himself, if he wants 
to invoke the fifth amendment. 

Senator Munpr. May I say, Mr. Chairman, I doubt very much the 
desirability or advisability of proceeding ae with a witness of 
this type. If he will not answer a question to identify himself as the 
Teitelbaum in question by giving the date and place of his birth, 
which are completely relevant to establish the identity of the witness, 
it does not make much difference. 

We have the case buttoned down. We can cite him for contempt 
and let the Senate act on it, and then let the courts decide on it. He 
has been a lawyer for 29 years. I have not been a lawyer for 29 
minutes. All I want to do is to prevent this committee from being 
held up to public scorn because it stands here and asks questions whic ‘h 
are completely relevant, which cannot possibly incriminate him, and 
the man makes frivolous use of the fifth amendment. 

Mr. TerrerBaum. Senator Mundt, evidently you did not hear my 
first statement. I have a high regard for the aims and purposes of this 
committee. I don’t care to go ahead and elaborate more than to say 
that its aims ae purposes are e wonderful. 

I tried to make a statement before I was sworn in as a witness. 

The Cuarman. I think the committee will agree with you on that 
statement. 

Mr. TrerrerBaum. There is no argument on that. 

The CHarrMan. But the Chair, unless he is overruled by the com- 
mittee, is going to proceed to have this witness interrogated regarding 
the subject matter that we are now inquiring into. He has informa- 
tion, so we are advised, that would be of great value to the committee. 
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I assume he is a citizen of the United States. He owes a duty to 
his country to cooperate. Of course, if a witness honestly believes that 
if he answers a question truthfully a truthful answer might tend to 
incriminate him, he has the privilege of invoking the fifth amendment 
for his protection. 

Senator Munpr. Mr. Chairman, that is a very happy thought. 

The CHarrman. I certainly want this witness interrogated about 
those things, some of — h have already been testified to here. The 
witness, in all fairness to him, should be given an opportunity to 
explain. And if he iia the position he cannot explain, comment, « 
give testimony on these matters, because such testimony might sak 
to incriminate him, that is a matter then that is a privilege he has, 
unless he abuses that privilege. 

And if he does abuse it, I do not know what the Supreme Court 
will hold. I know what I think it should hold. I don’t think the fifth 
amendment was ever intended to be a device, and to be arbitrarily and 
capriciously used, simply to refuse to give testimony before a duly 
authorized tribunal. 

I think it meant when it said that a witness shall not be compelled, 
in effect, to give testimony against himself. But I am quite confident 
that we can ask this witness many questions that he can very well 
answer, and answer truthfully, without giving testimony against him- 
self. I want to make that record. I want to give the witness the 
opportunity to do so. If he declines, or persists in what he may be 
intending to persist in at the moment, then he makes the record 
accordingly. 

Senator Munpr. Mr. Chairman, I am perfectly willing to listen to 
the questions by counsel on that basis. Before doing so, there is a 
question I would like to ask the witness and have you order and direct 
him to answer it, in the event he declines. 

Before asking it, Mr. Teitelbaum, I would like to say that while Lam 
not a lawyer, I have, through the process of osmosis down here, 
learned some things about law. 

Mr. Terrersaum. That doesn’t make you a doctor, either. 

Senator Munpr. And as a consequence, I think I recall a decision 
by the courts that to resort to the fifth amendment in answer to the 
question of “Are you a citizen of the United States,” cannot be taken 
by a person who is a citizen of the United States. 

If you are not a citizen, you can take the fifth amendment with 
complete immunity. I believe if J ask you the question which T am 
going to ask you, are you a citizen of the United States, and you are 
in fact a citizen, the courts have ruled that that is not a proper use of 
the fifth amendment. 

With that prelude, Mr. Teitelbaum, I ask the question, “Are you 
a citizen of the United States?” 

Mr. Treirienaum. | am going to invoke the Ist, Sth, 6th, and 16th 
amendments. The reason I am doing that, Senator Mundt, is not for 
the purpose of embarrassing or hindering this committee, but once | 
open the door, if you will give me your personal assurance and guar- 
anty of this committee that once I talk about one particular phase as 
to preliminary matters that [can successfully invoke the ist, the 5th, 
the 6th, and the 16th amendments and whatever guaranties and im- 
munities that the Constitution of the United States oguarantees me as 


well as other citizens. 
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(At this point, the following members are present: Senators Me- 
Clellan and Mundt.) 

Senator Munpr. The more I hear from you, Mr. Teitelbaum, the 
less inclined I am to grant you any assurances of immunity at all, 
ind so I couldn't do that. but Lam going to ask you the question 
again, and I will ask the Chair to order and direct you to answer the 
question if you refuse. Are you a citizen of the United States ¢ 

Mr. TrrrensaumM. When | made that objection or request of you, | 
inferred essentially that IL answered your question, when I said 1 aim 
entitled to the privileges and immunities of citizens of every State. 

Senator Munpr. We don’t want to have the 5th amendment used by 
liference. Let us gel it out in the opel because this probably is going 
to be a very interesting test case, and ably defended by a lawyer of 29 
long years of experience. 

1 want to ask you the question. I want to get a direct answer. Are 
you a citizen of the United States / 

Mr. ‘TrrrensauM. [| am invoking the privileges and immunities as a 
citizen of the United States. 

The CuairmMan. The Chair, with the approval of the committee, 
orders and directs the witness to answer the question. Are youa eit 
zen of the United States / 

Mr. Trerrennaum. I duly accept your thought, and 1 claim my privi 
leges under the Sth amendment. 

Che CuairmMan. The Chair again orders and directs you to answer 
the que st10ON. 

Mr. Pecrecpaum. | have answered the question. 

The CHairMan. The record will stand as it is, and the committee 

ii stand im recess until 2: Ld. 

(Whereupon, at 12:35 p. m., the committee recessed, to reconvene 
24; lo p. m., the same ¢ ay.) 


\FTERNOON SESSION 


(At the reconvening of the session, the following members are 
Pi ae ; 
present: Senators McClellan, Ervin, and Goldwater. ) 


Phe CHAIRMAN, Phe committe e VW il] come to order. 
TESTIMONY OF ABRAHAM TEITELBAUM—Resumed 


Phe Cnamman. All right, Mr. Kennedy, proceed. 

Mr. Kennepy. Mr. Teitelbaum, you were with the Chicago Restau 
rant Association / 

Mr. Trerre.Baum. Mr. Kennedy, | plead the Ist, the 5th, the 6th, 
and the 16th amendments to the Constitution of the United States, 
that the answer may tend to incriminate me and degrade me. I prefer 
the questions that you 

The CHairman. .As [ understand, you invoke the fifth amendment ? 

Mr. TrerreLBAuM. Yes; as one of them. 

The Cuatrman. All right. 1 think we have made the record clear 
that all of the original objections interposed by the witness to answer- 
g these questions, save and except the fifth amendment, have been 
overruled. The record will so reflect until such time as the Chair 


directs otherwise. 


1} 
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Proceed, Mr. Kennedy. 

Mr. Kennepy. Could you tell us why the Chicago Restaurant 
Association hired you, Mr. Teitelbaum ? 

Mr. Trerrersaum. I invoke the same—the same answer that I gave 
you. 

The CuHarrmMan. If you want to invoke the fifth amendment, all 
right. But invoke it. Don’t say “Same answer. ; 

Mr. Trerrecsaum. I want to invoke all the various reasons. 

The CHatrman. I agreed to let the record show that you were in- 
voking all of the others that you stated originally. 

Mr. Terrerzaum. Including the fifth amendment. 

The CHAIRMAN. Yes; but I want the fifth amendment. That is the 
only one the Chair, the committee, is honoring that you are presenting, 
and if vou want to invoke it, invoke it each time. If you want to 
repeat all of them over again each time, that is your privilege, and 
the Chair will not stop you. But I was trying to expedite it by 
letting the record show that they were invoked each time. Proceed. 

Mr. Kennepy. Mr. Teitelbaum, could you tell us how much money 
the Chicago Restaurant Association was paying you ¢ 

Mr. Terrereaum. I invoke the fifth amendment. 

Mr. Kennepy. According to our records, Mr. Teitelbaum, you were 
retained by the Chicago Restaurant Association in 1939; that ini- 
tially you were receiving $20,00 a year, plus a Christmas bonus. Your 
salary was increased to $25,000 with the Christmas bonus adding 
anywhere from $2,000 to $8,000. In 1949, your salary went up to 
$54.000. 

In 1950. you were receiving $125,000 a year, or $10,400 a month. 

Is that correct ? 

Mr. Terreireaum. I am invoking the fifth amendment, besides the 
other amendments, the 16th, particularly. 

Mr. Kennepy. Your being retained by the Chicago Restaurant 
Association, did they know that vou had been as associate or attorney 
for Al Capone / 

Mr. Terrecsaum. I invoke the fifth amendment. 

Mr. Kennepy. Did you know Al Capone? 

Mr. Trerreczaum. I still—same answer. 

The Cuarrman. The Chair will ask you: Do you honestly believe 
that if you answered these questions that have been asked you truth- 
fully, that a truthful answer thereto might tend to incriminate you? 

Mr. Terrecsaum. Tend to incriminate or degrade me. It may hold 
me up for public ridicule or contempt. 

The CuHarrMAn. Proceed. 

Mr. Kennepy. Mr. Teitelbaum, when I was talking to you when 
you were not under oath in the office yesterday, you said that you did 
know Al Capone. You told me and spoke very highly of him and 
said what a fine gentleman he was. If he was such a fine gentleman, 
why would it incriminate you to say whether you know him here 
under oath ? 

Mr. Trerrerzaum. The same answer, Mr. Kennedy. 

The CHAIRMAN. Let me ask you: Did you make the statement 
yesterday in conference with counsel of the committee that you knew 
AIC apone 2 

Mr. Terrersaum. I invoke the fifth amendment and sixth amend- 
ment on that. 
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Mr. Kennepy. Mr. Teitelbaum, according to our information you 
also know Tony Accardo. Is that correct ? 

Mr. Terretsaum. I invoke the fifth amendment on that. 

M. Krennepy. Tony Capezio? 

Mr. Terrersaum. Fifth amendment on that. 

Mr. Kennepy. Paul Ricca? 

Mr. Terrersaum. Fifth amendment on that. 

Mr. Kennepy. You knew the Guzik brothers ? 

Mr. Terrerspaum. | invoke the fifth amendment. 

Mr. Kennepy. The Fishetti brothers ? 

Mr. Trrrensaum. | invoke the fifth amendment. 

The CHarrMan. The Guzik, is that the one called “Greasy Thumb” ? 

Mr. Trerrerzaum. | invoke the fifth amendment on that. 

The CHarrmMan. Can you give us any inforsuatin at all how the 
name became attached to him, ‘ ‘Greasy Thumb”? Could you en- 
lighten us on that any / 

Mr. TerrecBaum. | invoke the fifth amendement. 

The CuHatrman. Do you think it would tend to incriminate you if 
you spoke the truth about what you know about these characters ? 

Mr. Trerrensaum. I think it would; yes. 

Mr. Krennepy. You don’t know how he got the name? 

Mr. ‘Trrretpaum. I invoke the fifth amendment to not answer, Mr. 
Kennedy. 

Mr. Kennepy. James Weinberg. Did you know him? 

Mr. Tretretpaum. I invoke the fifth amendment on that. 

Mr. Kennepy. And Paul Labriola ¢ 

Mr. ‘TrrrecBaum. I invoke the fifth amendment on that. 

Mr. Kennepy. Did you know of any plan by James Weinberg and 
Paul Labriola to throw you out the window of your office? 

Mr. Terrecs,um. I invoke the fifth amendement. 

Mr. Kennepy. Did they have an intention to kill you? 

Mr. Terrerpaum. I invoke the fifth amendement. 

Mr. Krennepy. Do you know what the reason for that was? 

Mr. Trerrersaum. The same answer, Mr. Kennedy. 

Mr. Kennepy. Did they want to take over the restaurant associa- 
tion ¢ 

Mr. Terrerspaum. I invoke the fifth amendement. 

Mr. Kennepy. And do you know—— 

The CHairMaAn. Can't you be helpful to us in dealing with an 
underworld gang, possibly as vicious as any the country has ever 
known. 

You said of the committee this morning that it was doing a noble 
job, with its objective, and its purposes were worthy and worthwhile. 

Can't you be a little helpful and tell us what you know about this 
element that we feel has infiltrated into the economic life stream of 
the Nation and into management-labor relations to an extent to where 
it endangers, actually, the security of our country and the liberties 
that we all enjoy ? 

Can you not, as a citizen and as one who is a member of a highly 
recognized and distinguished profession, the law itself, can you not 
be cooperative and helpful with this committee in its effort to carry 
out mandate the Senate has given it in this area? 

Mr. Trrrenbaum. Senator McClellan, I have a high regard for you, 
I have a high regard for this committee, its purpose and aims. I 
have been terribly mistreated by a committee. 
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The CHairman. By what? 

Mr. Tr1TELBAUM. By a committee, which Sat, known as the King 
‘ommittee, in 1951 and as a result, I have been vilified, maligned, lost 
my posit ion. al d everything else, so, therefore, to that question, J plead 
the fifth amendment. 

The (CHAIRMAN. Well. if | or anyone e] e cleve loped and pl ut ticed 
and exercised the resentment against all humanity because one person 
may have mistreated him, if that became the way of life and habit 
and conduct of our people, civilization could hot long endure. 

Mr. Terretnaum. Senator McClellan, as a result of my testifying 


before the King comniittee, I was indicted for income tax. I had 


to stand trial on two cases. 

I also had to stand trial for disbarment before the Federal court 
and the State courts, in which I was vindicated, as far as disbarment 
Was concerned. 

The Cuairman. I think you ought to be thankful enough, then, 
and grateful enough, that you live in a country where you can be 
vindicated, when you cooperate with your government, when it seeks 
to ferret out, expose, and legislate against, the nefarious underworld 


co 


element that we know exists and which is doing ereat harm and in 
jury to all of us. 

Mr. Trerrecsaum. Senator McClellan, there is an old proverb: If 
vou f 0] me once, s] dime on vou, If Vou foo] me twice, same on me. 
1 don’t want to have that. | plead the fifth amendment to that. 

Senator Ervin. We have not fooled you vet. 

Mr. Trrrerpaum. No, not. vet. 

Senator Ervin. No. 

The (CHAIRMAN. a nk there is shame Oh alyorie who takes the 
position that he can’t cooperate with his government, if you want my) 
retort to what you just said. 

Proceed, Mr. Kennedy. 

Mr. Kennepy. The information that we have is that you know 
Marty “the Ox” Ochs, is that right / 

Mr. TEITELBAI M. ] plead the fifth iumencdment on that. 

Mr. Kennepy. As well as Claude Maddox ? 

Do you know him / 

Mr. Terrecsacm. I plead the fifth on that. 

Mr. I NNEDY. He just passed away LO days avo, Did you know 
that ? 

Mr. Trerrersaum. | plead the fifth amendment on that. 

Mr. Kennepy. How well did you know him? 

Mr. "TEITELBAT M. I will plead the fifth amendment on that ques 
tion. 

Mr. Kennepy. And Cowboy Mirro, did you know him? 

Mr. Terrecnaum. I plead the fifth amendment on that. 

Mr. Kennepy. Do you know how he got his name, Cowboy 4 


Mr. Terrernaum. I plead the fifth amendment. 


1 4 


Mr. Kennepvy. You wouldn’t help us on that. We understand thot 
vou hired this man to help you and assist vou in vour representing 
of the restaurant association, that you hired Louis Romano. 

Mr. Terrecsacm. I plead the fifth amendment. 

Mr. Kennepy. Did you hire him? 

Mr. Trerrecsaum. I am invoking the fifth amendment. 
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Mr. Kennepy. And that he is also mixed up with Al Capone’s 
syndicate, and that he helped you in representing these various restau- 
‘ants. Is that correct? 

(At this point, Senator McClellan withdrew from the hearing 
room. ) 

Mr. Terrersaum. I will take the fifth amendment. 

Mr. Kennepy. You paid him $18,000 a year. Would you tell us 
what he did for that ? 

Mr. Trerretsaum. I will take the fifth amendment. 

Mr. Kennepy. He had been the head of one of the unions out in 
Chicago, and had been expelled for his associations, and then you 
hired him to help you in your work with the restaurant association. 

Could you explain that to the committee 4 

Mr. Trrrecpaum. I will take the fifth amendment on that. 

Mr. Kennepy. Did all of the officials of the restaurant association 
know that this was going on? 

Mr. Terrecsaum. I will take the fifth amendment on that. 

Mr. Kennepy. I can’t hear you very well. 

Mr. Terrernaum. I will take the fifth amendment. 

Mr. Kennepy. Speak right up, will you ? 

Mr. Teirecpaum. I will talk loud. 

Mr. Kennepy. Thank you. Can you tell us about the work that 
you did for London House for 1949, 1950, and 1951? 

According to the testimony before the committee, you made a pay- 
off to certain union officials, and put in a certain number of the em- 
ployees unbeknownst to them, put them in the union. Is that correct ? 

Mr. Trerrecsaum. | will take the fifth amendment on that. 

Mr. Kennepy. And that you did that for a period of about 2 years. 
Is that correct ? 

Mr. Trerrecsaum. Fifth amendment. 

Mr. Kennepy. And would you tell us about the Nantucket Restau- 
rant, about which we had testimony this morning, in a meeting that 
you had with Frank Trungell and Mr. Davis, of the Nantucket 
Restaurant ? 

Mr. Trerrernaum. The same answer. 

Mr. Kennepy. According to Mr. Davis’ testimony this morning— 
Mr. Reade, I meant. Mr. Reade. Is it Mr. Reade or Mr. Davis? 

Mr. Trrrecpaum. I take the fifth amendment. 

Mr. Kennepy. It is Mr. Reade, I believe. You made arrangements 
to give the union official $500 in cash. Is that correct ? 

Mr. Terrenpaum. I will take the fifth amendment. 

Mr. Kennepy. And that Ee tually was discussed first that he would 
get the price of a Cadillac, but ultimately it was lowered to $500 in 
cash, and Mr. Reade actually did pay $150 in cash. Is that right? 

Mr. Terrernaum. I will take the fifth amendment. 

Mr. Kennepy. Can you tell us about the Rupcich Restaurant, in 
1950, when you made arrangements to put seven of the waitresses 
into the union? Do you remember that ? 

Mr. Trerrernaum, I will take the fifth amendment. 

Mr. Kennepy. Did vou arrange that ? 

Mr. Trerre.spaum. I will take the—same answer. 

Mr. Kennepy. For what reason did you do that? 

Mr. Trrretpaum. The same answer. 


S. Rept. 2278, 85-2 
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Mr. Kennepy. Tell me what the same answer is? 

Mr. Terrersaum. The fifth amendment. 

Mr. Kennepy. And that you put those employees into the union 
unbeknownst to the ‘m, is that correct ¢ 

Mr. Terretpaum. I will take the fifth amendment on that. 

Mr. Kennepy. What about Esrig’s restaurant in 1949? Did you 
make a similar kind of arrangement for them? Did you? 

Mr. Terrecsaum. I will take the fifth amendment. 

Mr. Kennepy. Did you work that out with Mr. Louis Romano, on 
the Esrig Restaurant ? 

Mr. Triretzaum. I will take the sixth amendment on that as well 
as the fifth. 

(At this point, Senator McClellan entered the room. ) 

Mr. Kennepy. How about the Howard Johnson Restaurant ? 

Mr. Terrecsaum. I will take the sixth and the fifth. 

Mr. Kennepy. We heard some very bad things about the situation 
at the Howard Johnson Restaurant, and that you suddenly came 
along and settled the strike by paying off $2,240. Is that right? 

Mr. Terretsaum. I will take the fifth and sixth amendments. 

Mr. Kennepy. And that the $2,200 was supposed to have been paid 
to you as legal fee and you actually passed that money on to the 
union. Is that correct.? 

Mr. Terrecsaum. I will take the fifth and sixth amendments. 

The Cuatrman. Let the Chair ask you. Which side were you rep- 
resenting as a lawyer in that transaction ? 

Mr. Terrecpaum. | will take the fifth and sixth amendments, Sen- 
ator. 

The CuatrrmMan. Don’t you want to take some others, too! 

Mr. Terretsaum. I could take some others, but I just want those 
two at the present. 

The Cuairman. As a lawyer, are you taking the position here be- 
fore this committee that if you answered the question truthfully as 
to which side you represented when you received this check, which is 
exhibit No. 16, a check in the amount of $2,240, June 11, 1952, signed 
by Bar-Don Corp., D. W. Strang, are you taking the position that if 
you testified truthfully and st: ited which side you represented, whether 
the union or Mr. Stang and his group, that a truthful answer to that 
question might tend to incriminate you ? 

Mr. Terrecsaum. In addition to that- 

The Cuarrman. Not in addition. Do you or don’t you? 

Mr. TeireELBaumM. Yes. 

The Cuarrman. All right. Now you can add your in addition. 

Mr. Terretpaum. In addition to that, I claim the 16th amendment, 
for the reason that my matter is pending in Tax Court covering that 
particular incident, and that particular check which was disallowed. 

The CnarrMan. I can’t see that the Tax Court would have any 
interest in which side you represented. It might have an interest in 
the amount of money involved, but as to whether you received the 
money by representing the management side or labor union side, 
don’t think it would have a great interest. 

Mr. Terrernaum. With all due respect to the Senator, that would 
open the door, in my opinion. 

The CHarrMan. We will open it a little further, and give you the 


opportu ity to keep if closed, 
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I present to you exhibit No. 16 that is pending before this commit- 
tee, which is part of the record of this hearing, and I ask you to ex- 
amine it and state if you identify it. 

(The document was handed to the witness. ) 

Mr. Trrretsaum. I claim the privilege of the fifth amendment. 

The CHarrMAN. You have examined it, have you / 

Mr. Trerretsaum. I have examined it. 

The CuatrMan. Allright. Proceed, Mr. Kennedy. 

Mr. Kennepy. What | would like to get explained, and what I 
think is the big point, Mr. Teitelbaum, is the retention of you over 
that period of time when you had all of these associations, the reten- 
tion of you by the restaurant association for about 14 years, and then 
the retention by the association of Mr. Louis Romano, who also had 
these criminal associates. 

Can you explain that to us, why the restaurant association did that ? 

Mr. ‘Terreteaum. I will invoke the fifth and sixth amendments. 

Mr. Kennepy. They retained Mr. Romano on your recommendation, 
did they, the association ¢ 

Mr. ‘Trrrerpaum. I claim the privileges and immunities under the 
fifth and sixth amendments. 

Mr. KENNEDY. Why would the restaurant association want to ret- 
tain somebody with such a background ¢ 

Can you tell us that 2 

Mr. ‘lerretpaum. | claim the privileges under the fifth amend- 
ment and sixth amendment. 

Mr. Kennepy. Why would they want to retain somebody such as 
yourself? Can you tell us that, Mr. Teitelbaum ? 

Mr. TerretBaum. I resent the question. 

Mr. Kennepy. You what ? 

Mr. TrrreLBaum. I resent the question. 

Mr. Kennepy. Would you tell us about it? I thought maybe you 
would tell us about that ? 

Mr. Tetretpaum. I claim the privilege of the fifth and sixth 
amendments. 

Mr. Kennepy. What about Mr. Champagne? After you left, they 
retained Mr. Champagne, who also had many criminal associates. 
Can you explain to the committee why the restaurant association 
would do that ¢ 

Mr. Trrretsaum. I claim the privileges of the fifth and sixth 
amendments. 

(At this point, Senator Curtis ent@red the hearing room. ) 

The CHairMan. I would like to ask a question at that point. I 
assume you are not going to answer it, but I can show the relevancy of 
it. It would be helpful to us if we can get the truthful answer to it, 
of course. Did the restaurant association, its officials and manage- 
ment, know at the time that it employed this Romano and Cham- 
pagne, did those officials, the management of the restaurant association 
know of their past criminal records? 

Mr. Trerretsaum. I am invoking the 5th amendment and the 16th 
amendment and the 6th amendment. 

The CHairMan. It is inconceivable to me that a legitimate asso- 
ciation, one that is operating with proper motives ‘and purposes 
would knowingly employ underworld characters to ¢ arry out the per- 
formed duties for them. , 
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I am not casting any aspersions at the moment, in any sense upon 
this association or its management. I can appreciate it may have 
employed some people without knowing their background, and maybe 
didn’t use diligence in trying to find out, or it may well have relied 
upon the recommendation of this witness or upon others as to the 
desirability of their employment and their suitableness to perform 
the services. 

But it would be quite shocking to me, at least, if an association 
representing a group of business interesst, such as this association did, 
would resort to the employment of known criminals to help carry 
out its purpose. 

I don’t want to reflect upon the association. I do not know. But 
this witness, I feel, could be helpful to the committee in giving an- 
swers to these questions. 

All right, proceed, Mr. Kennedy. 

Mr. Kennepy. It is also correct that in addition to these individuals 
that we have mentioned, Louis Romano, Champagne, they also re- 
tained a man by the name of Sam English, isn’t that correct, the 
association ¢ 

Mr. Tretrecsaum. I will take the fifth amendment on that. 

Mr. Kennepy. Sam English—didn’t he work with Mr. Cham- 
pagne ¢ 

Mr. Terrerzaum. I will take the fifth amendment on that, Mr. 
Kennedy. 

Mr. Kennepy. Sam English has a very, very long criminal record, 
does he not ? 

Mr. Terre.saum. I will take the fifth amendment. 

Mr. Kennepy. He was a close associate of “Golfbag’” Hunt, who 
recently passed on ¢ 

He used to carry machineguns around in his golf bag? 

Mr. Terrecpaum. I will take the fifth amendment. 

Mr. Kennepy. Did you know “Golfbag” Hunt? 

Mr. Terrersaum. I will take the fifth amendment. 

Mr. Kennepy. Is that how he got the name, he carried machine- 
guns around in his bag? 

Mr. Tretreisaum. I will take the fifth. 

Mr. Kennepy. But they did employ Sam English as well as Cham- 
pagne and Louis Romano, did they not ? 

Mr. TrirecBaum. I will take the fifth amendment. 

Mr. Kennepy. That is all, Mr. Chairman. 

The CHairman. Is there anythiag further ? 

Are there any questions from any member of the committee? 

Senator Ervin. Where are you licensed to practice law / 

Mr. Terre.paum. I will take the fifth amendment on that, Senator 
Ervin. 

Senator Ervin. Do you mean to tell me that it would tend to in- 
eriminate you to answer questions as to where you were licensed to 
practice law ? 

Mr. Terrecsaum. I think so. 

Senator Ervin. Do you honestly believe? 

Mr. TrrrecBaum. | believe so. 

Senator Ervin. Well, you did not get your bar license by some kind 
of chicanery, did you? 

Mr. TerrevBaum. I didn’t hear you. 
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I didn’t hear you. 

Senator Ervin. You don’t know what chicanery means? 

Mr. Terretpaum. Yes, I know what chicanery means, Senator. 

Senator Ervin. You are not intimating to the committee that if you 
gave a truthful answer to that question, that it would tend to in- 
criminate you on account of the method by which you got your law 
license, are you? 

Mr. TrrretpaAum. Senator Ervin, you weren’t here this morning. 
You didn’t hear all the questions. You came in here on the last end 
of it. I asked Senator Mundt a question. I said “Would you give me 
the privilege of immunity? The moment I go ahead and answer two 
questions as far as my birth and whether Tama citizen, can I np 
invoke the amendments to the Constitution of the United States 
guaranteed me by my forefathers?” 

He refused to do that. 

Senator, I think it is an unfair question for you to ask me that 
question. 

Senator Ervin. Do you mean to tell me it is an unfair question to 
ask you where you got your law license? How will that be unfair? 

Mr. Terreceaum. It will open the door. 

Senator Ervin. That is making an absurdity of the fifth amend- 
ment and the Constitution and also our forefathers. 

Mr. Trrretpaum. I pleaded more than the fifth amendment, Sena- 
tor. I plead the Ist, 5th, 6th, and 16th amendments. 

I don’t know whether I pleaded the 14th amendment yet, as far as 
the right of due process of law. 

The CHarrmMan. Just a moment. The Chair will repeat the ques- 
tion: Where did you obtain a license to practicn law, by what au- 
thority are you now licensed to practice law % 

Mr. Trrretzaum. I refuse to answer that question. 

The Cuatrman. The Chair, with the permission of the committee, 
orders and directs you to answer the question. 

Mr. Trrretpaum. For the reason that I don’t feel it has any rele- 

vancy, I still refuse to answer that question. 

The Cuarrman. You have testified heretofore during your exami- 
nation that you have been in the practice of law for 29 years. I will 
now ask that question and order and direct you to answer it, with the 
approval of the committee. 

Mr. TerrerBaum. I will still refuse to answer the question. 

The Cuairman. Allright. 

Let the record stand as it is. 

Mr. Kennepy. Just on that matter, you are suspended from prac- 
ticing law, are you not? 

Mr. Tr1retpaum. I refuse to answer that question. 

Mr. Kennepy. And have been for the last 3 years ¢ 

Mr. Terretpaum. I refuse to answer that question. 

Mr, Kennepy. You have been suspended for 3 years a couple of 
weeks ago, is that correct ? 

Could you straighten that part out ? 

Mr. TrerreLBaum. I refuse to answer that question. 

Mr. Kennepy. That is in the State of Illinois, is it? 

Mr. Trrrecpaum. I refuse to answer that question. 

The Cnarrman. All right, Senator Curtis. 
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Senator Curtis. Mr. Teitelbaum, were you present in the hearing 
room this morning when Mr. Reade of the Nantucket Restaurants 
in Chicago was testifying ? 

Mr. Trrreczaum. I refuse to answer that queestion. Are you Sen- 
ator Mundt ? 

Senator Curtis. No, Iam not Senator Mundt. 

Mr. Terretnaum. Who are you? 

Senator Curtis. I will answer that, too. 

Mr. Terrecsaum. Pardon me, Senator Curtis, the light was reflect- 
ing on you there. 

Senator Curtis. You wouldn’t tell us whether you heard Mr. 
Reade’s testimony or not. 

Mr. Terretsaum. I am taking the fifth amendment on that. 

Senttor Curtis. Well, I think that your performance is rather 
ridiculous. That isall, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Trerretpaum. Am I excused, sir? 

The Cuarrman. If there are no further questions, the Chair will 
make this observation: I do not undertake to tell the bar association 
and the court authorities in Illinois what to do or what not to do, but 
I would simply invite their attention to this record for their proper 
consideration and action under there. 

All right, you may stand aside. 

Mr. Trerretnaum. Can I make another observation, Senator? 

The Cuatrman. Call your next witness, Mr. Counsel. 

Mr. Terreczaum. Before you do that, may I make an observation, 
Senator, that you read the case of People versus Holland, in which 
a judge of the municipal court of Chicago invoked the fifth amend- 
ment and in which the Supreme Court of the State of Illinois said 
he had a perfectly legitimate right to do it. 

The Cratrman. I don’t have any more respect for him than I do 
for you, under the circumstances. All right. 

Mr. Kennepy. Lt. Joseph Morris, and Patrolman Duffy. 

The Cuarrman. Will you be sworn? You do solemnly swear that 
the evidence, given before this Senate select committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Morris. I do. 

Mr. Durry. I do. 


TESTIMONY OF LT. JOSEPH MORRIS AND PATROLMAN WILLIAM 
DUFFY OF THE CHICAGO POLICE DEPARTMENT 


The Cuarmman. State your name, beginning on my left, your place 

of residence, and your business or occupation. 

Mr. Durry. William Duffy. I live at 5746 North Moody Avenue, 
Chicago, Ill. I am employ ed as a Chicago City Police officer. 

Mr. Morrrs. My name is Joseph Morris, I live at 1639 West 83d 
Street, Chicago, and I, too, ama police officer of Chicago. 

The Cuatrman. All right, gentlemen. Thank you very much. Do 
ach of you waive counsel. 

Mr. Durry. We do. 

Mr. Morris. We do. 

The CuarrmMan. Proceed. 
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Mr. Kennepy. How long have you been with the police department ? 

Mr. Morris. Twenty-six years, 

Mr. Durry. Thirteen years. 

Mr. Kennepy. For a period of time, lieutenant, you were with the 
intelligence section of the Chicago Police Department ? 2 

Mr. Morris. When that particular unit was organized, in September 
of 1952, I was the first commanding officer. 

Mr. Kennepy. How many policemen did you have working under 
you? 

Mr. Morris. About 25. 

Mr. Kennepy. You received your instructions and your orders from 
the commissioner of police, did you 

Mr. Morris. Yes, sir. 

Mr. Kennepy. What was your task, and what were you to be work- 
ing with? 

Mr. Morris. We were instructed to try and keep a surveillance on 
some of the prominent criminals, and hoodlums, and syndicate mem- 
bers around Chicago, and report to the commissioner on their 
activities. 

Mr. Kennepy. Could you speak a little louder, it is rather difficult 
to hear. 

Mr. Morris. All] right. 

Mr. Kennepy. You were to make a study and examination of the 
criminals in the Chicago area, and keep the commissioner advised as 
to their activities ? 

Mr. Morris. That is right. 

Mr. Kennepy. In the course, of that study and investigation, were 
you assigned to do some work on a man by the name of James 
We inberg ? 

Mr. Morris. Yes, sir. About October of 1952, the commissioner of 
police, Tim O’Connor, told me he had information that Weinberg, 
James Weinberg and Paul Labriola were very active in syndicate 
affairs. He wanted us to look into it. I assigned Detective Duffy 
and his pi rtner to investigate these two men. With the investigation 
progressing, we learned a lot of interesting information. 

Labriola and W einberg were considered, up to that time, minor 
hoodlums, and they both ‘had long cr ‘minal records for robbery, and 
burglary, and larceny, and things Tike that. Duffy and his men found 
out that they had been given an okay to £0 ahead with a couple of 
associations, and one was a restaurant association, and another was an 
association group which would encompass the taverns and liquor 
dealers around the Chicago area. 

Mr. Kennepy. That was an association separate and apart from 
the Chicago Restaurant Association that we have been discussing over 
the last few di ays? 

Mr. Morris. That is right. 

Mr. Kennepy. I want to make sure that that is understood, and 
they had in mind forming a rival restaurant association, is that cor- 
rect ¢ 

Mr. Morris. That is correct. 

Mr. Kennepy. And also a tavern association ? 

Mr. Morris. That is right. We learned through Labriola and 
Weinberg that Teitelbaum was in bad graces with the syndicate powers. 
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Mr. Krennepy. How were you able to learn these facts? Is this 
after they had started to create the association ? 

Mr. Morris. When we first picked them up, they had an office on 
Washington Boulevard. 

Mr. Kennevy. What do you mean when you say “pick them up” ? 

Mr. Morris. When we first started our investigation, we learned 
that they were going to move into new quarters at 10 North Clark 
Street, in Chicago, and we were very fortunate in being able to obtain 
quarters in the same building and very close proximity to their suite 
which enabled us to make a very close surveillance of all of their activ- 
ities and their visitors, and in some cases even the conversations that 
they took part in. 

Mr. Kennepy. You were able to put an instrument in their room, 
in other words; is that right ? 

Mr. Morris. No, sir. 

Mr. Kennepy. You did not? 

Mr. Morris. We never invaded the privacy of their office. 

Mr. Kennepy. But you were able to make a recording at least of the 
conversations ? 

Mr. Morris. In some instances; yes, sir. 

Mr. Kennepy. Of the conversations that took place in the room ? 
Mr. Morris. That is right. 

Mr. Kennepy. But you never bugged their telephones, for instance ? 
Mr. Morris. We never invaded their privacy or violated the law in 
aking this investigation. 

Mr. Kennepy. When the *y moved into this suite, did you learn 
then through what they were doing, or did you also in addition to that, 
getting this suite close to theirs, were you able to get a man into their 
organization ? 

Mr. Morris. I had a man working for Weinberg. 

Mr. Kennepy. You had a man actually in their organization ? 

Mr. Morris. Yes, sil 

Mr. Kennepy. Who could report back as to what was going on? 

Mr. Morris. That is right. 

Mr. Kennepy. So you were able to keep a very close contact and 
know almost everything that was going on among this group? 

Mr. Morris. That is right. 

Mr. Kennepy. Now, what did they discuss and what did they say 
and what was their position toward Teitelbaum and the other res- 
taurant associations ? 

Mr. Morris. As I mentioned earlier, we learned that Teitelbaum 
was in bad grace with the syndicate powers, and the union would not 
cooperate with Teitelbaum in his efforts to adjust labor difficulties, 
and Weinberg formed this association and he had a man by the name 
of Bernberg as a front, and his title was executive officer of the asso- 
ciation, and they had an attorney by the name of Robert Greenfield, 
who was the counsel for this Metropolitan Restaurant Association. 
That is what they called it. 

Mr. Kennepy. Who was Robert Greenfield ? 


n 


Mr. Morr Is. He Was a ( ‘hie: avo attorney at one time employed by 
a bank in ¢ thie: ago, and he has no crimin: al record or any other prev! 
ous cr iminal assoc lations >, as far as I have been ab le to ‘dete ermine b. 


/ 


Mr. Kennepy. Nor did Rertihere haves record 
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Mr. Morris. No, sir. Bernberg was a former petty officer or clerk 
in the probate court, and at the time we were investigating he was 
employed by the recorder of Cook County. He was a politician of 
corts, and he seemed to know his way around the city hall, and the 
CO intry. 

Mr. Kennepy. Now, did they exp Tain that Teitelbaum was out of 


the oraces of the syndic ate as W ella isoftheu nion ? 

Mir. MM IRR, W ell, the unions would hoi cooperate with Mr. Teite |. 
baum, so therefore his effectiveness was nullified im settling labor 
disputes, 


4 ce , 
rto get ria ol 


‘ 
-_ 


Mr. Kennepy. Did Weinberg indicate they were goin 

morthrow him tothe wolves / 

Mr. Morris. In colhversations, Mr. Greenfield Wiis comiplainiiy Lie 
Was receiving anonvmous calls, and he was very upset about them, 
und bitter, and he blamed Teitelbaum and he said he got one par 

cularly bad call. Tle wasn’t home and his wife answered the phone, 
and the wife was told by this anonymous caller that her husband was 
fooling around with a bunch of hoods and don’t be surprised if there 

ould be a bomb left on your doorstep, and he thought it was a ter- 
rible thing for oe to pick on a man’s family, to threaten the 
ives and physical l-be ing of their family. 

Mr. Green fiel Li 1 rt course of the conversation remarked that he 
would like to see somebody kill that so-and-so. Well, after Greenfield 
left the office, I just don’t reeall who he was talking to, but he said that 
they had plans afoot. , 

Mir. Kennepy. Who said that ¢ 

Mi Mi RRIS. Par Lo} hie >: Weinhe ro vial that they had plans afoot 
to dispose of Teitelbaum. Labriola who at one time was employed: by 
Teitelbaum was seeing him regularly about this time and visiting 
leitelbaum’s office, and the office he used in the Fine Arts Buil line 
on Michigan Avenue had large french win dows, from the floor almost 


up to the ceiling, and the plan was at a propitious time when Teitel- 
baum | ] wened to be looking out the window to en joy the view of 


»? 
i 
Lake Michigan, Labriola would give a little push, He fieured with 
| of his troubles with the Government and tax difficulties, and he 
as having marital troubles also, that people might figure that there 
was a clear case of suicide, and he would get away with it that way. 

Of course, I reported this information to the commissioner of the 
pol ce, 

Mr. Krennepy. Just there, was there any alternative suggestions 

nade at that time if they didn’t push him out of the window / 

Mr. Morris. I just don’t follow you. 

Mr. Kennepy. Was there any alternative suggestion made rather 
than killing him? 

Mr. Morris. Well somebody mentioned they would push acid in his 
girl friend’s face or something of that nature, and like L said, we didn't 
know whether these plans were sincere or whether it was a lot of idle 
talk. I report dd the incident to the commissioner of police, and when 

e decided we couldn't sit on information like that, and so he told me 
to contact Teitelbaum. I made it my business to meet him in an out- 
of-the-way place, and when I told him about the information we had, 
then J really heheved there might be something to it and it really 
upset him, and Mr. Teitelbaum actually believed that they fully m 
tended to kill him. 
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For about 2 or 3 months after that he became one of my particular 
responsibilities, and we were assigned to guard him and see that 
nothing happened to him. 

Mr. Kennepy. Now, was it shown or demonstrated during this 
period of time that this group was backed by the syndicate in Chicago, 
this new group of Weinberg and Labriola? 

Mr. Morris. Everything that we saw and heard pointed to that fact. 
Mr. Greenfield, the attorney, before he accepted the position as coun- 
sel, wanted to make sure that Labriola wasn’t just telling him and he 
wanted to make certain Labriola had the backing of the right people. 

Mr. Kennepy. What was meant by the right people ? 

Mr. Morris. Well, Accardo seeme d to be the final authority, and the 
final say. 

Mr. Kennepy. Tony Accardo? 

Mr. Morris. Joe Batters, and that isan alias. One afternoon, after 
Weinberg and Bernberg returned from lunch, they told Greenfield 
that they had lunch with Accardo, and Bernberg was satisfied then. 

Mr. Kennepy. Who was satisfied # 

Mr. Morris. Bernberg, he was satisfied and that seemed to satisfy 
Mr. Greenfield. 

Mr. Kennepy. They related the fact that they had this lunch with 
Tony Accardo and they related it to Greenfield. Weinberg and Bern- 
berg related it to Greenfield ? 

Mr. Morris. Yes, sir. 

Mr. Kennepy. And the 2V all seemed satisfied that this association 
had the backing of the syndicate in Chicago ? 

Mr. Morris. That is right. 

Mr. Kennepy. Now, was it explained as to how the syndicate was 
going to operate, and what the relationship with the 1: ibor unions was 
going to be? 

Mr. Morris. All along in their conversations, they indicated that 
Lardin’s group was going to cooperate with them, and Blakely. 

Mr. Kennepy. Who are they ? 

Mr. Morris. They were officers of the miscellaneous union, and I 
just don’t know the number and I think it is 593. They figured that 
by starting labor trouble Teitelbaum would be called upon to try to 
smooth it out and when he would fail somebody would recommend 
the new association, and after the owner or the management of the 
restaurant talked to the new labor counsel, Mr. Greenfield, everything 
would be straightened out and people would understand then that the 
right people to deal with would be the new association, the Metropoli- 
tan Restaurant Association. 

Mr. Krennepy. While you were conducting your surveillance, did 
they have any conversations or telephone conversations or call up 
Lardino or any other union official ? 

Mr. Morris. Weinberg at times talked to a person whom he identi- 
fied as Lardino, and we followed Weinberg and Bernberg on occa- 
sions to the office of the miscellaneous union over on Wells Street. 

Mr. Krennepy. Now, who else other than Lardino was mentioned 
as playing a role in this situation ? 

Mr. Morris. Well, the restaurant association didn’t seem to get off 
the ground. I guess Mr. Teitelbaum was the reason for it. They 
realized that he would be able to expose Weinberg’s connection with 
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the new association and for that reason Weinberg was told to sit tight 
on the restaurant association and to go ahead and create more or less 
of a diversion of smokescreen by going ahead with the organization of 
the tavern association. 

In doing that, the setup or the physical setup of the syndicate opera- 
tion in Chicago was pointed up. For instance, Weinberg made it 
very < ie ar that without the cooperation and help of the local bosses he 
couldn't get very far. Of course, they had to be assured that Wein- 
berg had the O. K. from the top. For instance, in trying to organize 
the north side, Weinberg had a deal with Ross Prio and Monk Galla- 
grette, and Joey Ceaser, and those people were represented. 

Now, I don’t recall that they ever visited the office, but a represent- 
ative of those people, I believe, Eddy Sterch, who is an ex-convict and 
ias been in the 42d ward there for quite a long time, visited Wein- 
berg’s othce on numerous oceasions: 3 and they talked over organiza- 

ional problems about the north side. 

On the west side it was, Tough Tony Capessio, and Teets, and 
Smokes Alosro. 

And on the south side, they mentioned a Bruno Gotte, a person who 
up to that time wasn’t very well known and we found out later that 
he was quite an influential gentleman. In fact, Weinberg referred to 
him as one of the mustang boys, and in the conversation implied he 
was a maflia member. 

Mr. Kennepy. Were these discussed continuously, and the arrange- 
ment with them ? , 

Mr. Morris. Weinberg’s associates would drop in, and Weinberg 
was an ex-convict and the office generally contained somebody with a 
very tnsavory past, and people whom he hung with at one time, and 
they were talking about deals that they were taking up or planning, 
and there was one amusing incident regarding a fellow by the name of 
Joe Lombardi, an ex-convict who apparently served time with Wein- 
berg. Lombardi came into the office one morning, and he had a box, 
and in the box a very valuable mink coat, a full- length ranch mink 
coat and he implied to Weinberg and Bernberg and another party in 
there, whom I can’t recall, that the coat was “hot,” stolen merchandise. 

None of these people had any idea how to get rid of it and they 
referred him to a lawyer, Norman Creatsy, a lawyer who had trouble 
and he served time, and I think the Federal Government convicted him 
of a Federal statute. Joe went over to Norman’s office to get rid of 
the coat, and I got a hold of a couple of detectives who know Joe, and 
they happened to be out in the street when they came out with the 
coat, and they stopped him and talked to him, and brought him in, and 
he admitted that the coat was not stolen at all. 

It belonged to a girl friend of Mr. Greenfield, and she wanted to get 
rid of it, and I suppose they figured that the value of the coat would 
be enhanced by passing it off asa stolen coat. 

Mr. Kennepy. Did they ever produce any guns? 

Mr. Morrts. Lombardi had another incident where he had an auto- 
matie that he didn’t know much about, and in showing it off, the gun 
went off accidentally, and it created quite a furor in the office. Of 
course, they were afraid that it might attract the police, and they all 
heeame seared. 
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Mr. Morris. \s t] t invest 12 ition progressed, Wwe le irned that Wein- 
verge Was nothing more than a salaried employee of the association. 
Mr. Kennepy. Of whom ? 


Mr. Kennepy. Was the name of “Golf Bag” Hunt ever brought up / 


1 ff 17 ‘ 4 7 
Mr. MORRIS. U hew restaural ition, and that same 
sé 2 er) I P 4) 
Hunt. Su lii¢ Golt Dale Hunt. ad more Or tess senlol member ol the 
a ’ 1 7 ’ ’ ;. = ’ 
SVHUICaLe AVOUNG © bicago, Was The eal VOos alicd aly PPOvtrelii iiiat 


| 

\, ° cS y } 4 ' 4 P ‘" . ol 
Weinberg ra nto he would have to take them up with Hunt through 
and from med iacy. Ben Warner. 


Mr. Kannepy. Was he supposed to be an important figure—this 
“(Jolf Beo™ person / 

Mr. Morris. Very unpoviant. 

Mr. KEN sEDY. What about James “¢ owboy” Mirro? 

Mr. Morris. Mirro w: hi late of Weinberg and Labriola, 


nother minor hoodlun - W ho had a riminal record, 
Mr. Kennepy. Did he visit this office / 
Mr. Morrts. He did on occasions, yes, but they wanted to keep 
Lavrlola al i iro jh the bar keround as Niue h as possible. In fact, 


: , Pas 8 oe . Y ee ; 1 4 folly 
the LiisceidadnNeous Uli big AJIGACIY and asalalho alla Tiose fellow: had 
} - } . ° . 1 ; ° ° : 
L party at their office. and they invited Weinberg und his associates to 
és ona ees P aa ark 1 

WULLChMa Lilt Parey, Vii Na GIsCUSSION Lh the office, thev decided it wouid 
hea better for Weinbere to stav away from the partv. Bernbere and 
‘ 11 > 
(rreenheid att ea lie party. 

\1 > { | 

Vit. iN » hui ss \\ rit i (i pret i i ‘ } LPLicipace i! 


these conversatlol 


Mr. Morris. On or iON. Ves. 81] 


Mr. Kennepy. Was he aware of the nature of the proceedings / 


Mr. Mori Is, These things ] have been mentionime were ciuiscussed 


: ] TT ] } . } } 
e his presence and tii tinh. fae Wahted to make certalh that these 
fell; ir ha ! hael-jnew frny { ()? | La \ ii 
rete 1:ee ‘ 

(At t] l } Si the Follow ne members were nvesent SenaAtro) \Ny 


Clellan, Er In. Min dt. al d Curtis. ) 
Mr. Ky NNEDY. Hiow could you Le SUL Fah tnbaivicdtlal Was pres- 
’ - . 


? 
, or f »+ ti 


Mr. Mornrts. ‘We eou 


niso got tO Know then Voices, 


en Barhicmpatine in the conversation 4 


Id see who entered and lett the olfice, and we 


ae | < ,.*% 7 a } .* + . ‘ : . > i 4 
Lys KK N l . Did the unt oO mo On AaANV OTF TI > restau 
i f / 1]. ] | 

wits, Or a Ol | { Did ‘ ll IV pul the pla oO 


operation 4 


Mr. Morris. ‘The tavern association, yes. ‘I hey had some members. 


Phere was a case in Chicago, a tavern down around zdth and Michi 
gan, the “Red Wheel Tavern,’ I think was the name of the place, 
The licensee was a gentleman named LaPietra. I think, to the best 
of my recollection. \ Government agent was in the tavern tuking 


part in the investigation, the narcotics Investigation, and a shooting 
occurred, 

Of course, the Government agent had to identify himself. As a 
result of the shooting, the police captain of the district recommended 


that the license of the tavern be revoked, and it was. Weinberg, 


Greenfield, and Bernberge decided that this would be an ideal case 
for them to take up. and if they could have this license restored it 


vould make a very eoocd lmMpression on other tavert owners, 
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With that in mind, they framed a case against the Government 
agent. ‘They secured w itnesses some ph ice, the witnesses had visited 
the office two times that I know of, and on these occasions Mr. Green 


field and another ‘enna by the name of Wiley, a friend of Wein- 
berg, coached these witnesses in the story to tell the liquor commission, 
the story implic at ing the agent. 

The story tended to show that the agent was drunk, and that he 
provoked the trouble, and that he was posing as a truckdriver, and 
he pulled a gun and they had to defend themselves. 

Incidentally, all this information was passed onto the proper au 
thorities at the time. 

Mr. Kennepy. That is what I was going to ask you. After each 
day, or after these conversations took place and you learned this m 
formation, did you make a memorandum on it 4 

Mr. Morris. We made records and written reports on most of it. 

Mr. Kennepy. That was all given to the police department ? 

Mr. Morris, That is right. 

Mr. Kennepy. The memorandum that you made at the time is 
available to you, is that right ? 

Mr. Morris. ‘They should be, yes. 

Mr. Krennepy. But, I mean, you have reviewed them, the memo 
randums ¢ 

Mr. Morris. Yes,sir: Lhave. Ihave notes on them. 

Mr. Kennepy. And Mr. Duffy was one of those who was working 
with you on the case ’ 

Mr. Morris. That is right. 

Mr. Kennepy. You were actually conducting some of the sur 
veillances ? 

Mr. Durry. Yes, sit 

Mr. Kennepy. And the testimony that the lieutenant has given is 
correct as you know it? 

Mr. Durry. Yes, sir; it is. 

Mr. Kennepy. You wrote some of the reports at the time? 

Mr. Durry. I did. My specific job was to compile summary re 
ports. 

Mr. Kennepy. And these various individuals that have been dis 
cussed were actively engaged in setting up this association, both the 
restaurant and the tavern, is that right ¢ 

Mr. Durry. Yes, sir. They were the top ones, and are disclosed in 
the various summary reports of the officers who conducted the investi- 
gation at the time. 

Mr. Kennepy. Mr. Chairman, we have examined those reports 
which the staff of the committee received from the police department. 
The police department has been very cooperative. 

Did they start out to make an approach to any of these restaurants ‘ 
Would you tell the committee what happened about that? 

Senator Munpr. Mr. Chairman, you left us in the middle of a 
“Whodunit.” I would like to see if they succeeded in framing the 
Government agent or succeeded in getting the license restored. 

Mr. Morris. No. As IT mentioned, Senator, we reported the infor- 
mation to the proper authorities, and the license was not restored. 
The Government agent was cleared. 

Senator Munpr. Thank you. 
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Mr. Kennepy. What I was asking was: When they started to go 
out, did Weinberg or Labriola start to use some of the big boys’ names 
and get into difficulty ¢ 

Mr. Morris. I told you that we learned through Weinberg that 
Hunt was actually the boss, but Hunt insisted that his name be kept 
out of it. If Labriola had any trouble he was not to contact Hunt or 
mention Hunt’s name in any manner, but to contact the Ben Warner, 
who was more or less of a lieutenant or a messenger for Hunt. In 
dealing with Bruno Roti, on the south side, however, Hunt, in an 
effort to impress Roti, I imagine—on, rather, W einberg in an 
effort to impress Roti did mention that Hunt was the boss, that he 
was behind all of this. 

That so infuriated Hunt that Weinberg was in real hot water. I 
think it had a lot to do with the failure of their operation. 

Mr. Kennepy. Was it afterwards discussed as to whether they were 
in hot water or not ? 

Mr. Morris. Yes. In fact, Greenfield thought it was the end of 
the association. He made that remark on occasion. Then, too, these 
fellows had internal trouble. They were not getting along among 
themselves. We made every effort we could to keep them from be- 
coming too strong. 

For instance, in the Tavern Association deal, there are, and at that 
time there were, a number of other tavern associations around the 
Chicago area, some of them that were organized on real sound prin- 
ciples, and for the benefit of everybody concerned, with no protection 

racket or any other kind of a racket involved. 

Where we knew this to be a fact—you see, this Federated Liquor 
Dealer joined an association of taverns. Their idea was to get into 
the association and by rigging an election gain control of the council 
of the association. So where we thought it was prudent, we talked to 
people we thought we could trust, told them the background of the 
Federated Association, and in most instances we were able to prevent 
Weinberg and his cohorts from getting very far. 

Of course, sometimes it backfired. On 1 or 2 occasions we told the 
wrong people and the information got back to Weinberg and Green- 
field; in fact, I received a telephone call from Mr. Greenfield in which 
he threatened to bring some kind of legal action against me because I 
was maligning his character. 

Someone who I talked to had told him just what I had told them. 
They never had any idea that we were as close as we were. They didn’t 
know tht we knew their activities. 

Mr. Kennepy. What ultimately happened with the association in 
their attempts to organize / 

Mr. Morris. They left the offices at 10 North Clark. 

Mr. Kennepy. Why did they do that? 

Mr. Morris. Well, they had failed. 

Mr. Kennepy. Why had they failed? 

Mr. Morris. Because of our harrassment and the internal trouble. 
Bernberg realized—Bernberg is not the criminal type. You see he is 
just a smart quy that thought he had a chance to make some money. 
He is not, in my opinion, the criminal type, he is just a fellow, an 
opportunist looking for an easy buck. He fell out with Weinberg. 
Greenfield also fell out with Weinberg and Bernberg. 
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Weinberg and Labriola moved out to the county, out to Elmhurst, 
I think it was; Elmwood Park. They formed another association 
which operated out in the country. Of course that was out of our 
jurisdiction. 

Mr. Kennepy. The same kind of operation ? 

Mr. Morris. That is right. They apparently had some kind of 
success out there. They became important enough to get killed. They 
were both found dead. 

Mr. Kennepy. How were they killed ? 

Mr. Morris. They were poisoned. It is a new wrinkle in gang kill- 
Ino, 

Mr. Kennepy. How did you find them? Where were they ? 

Mr. Morris. They were dumped. They were placed in the trunk 
of an automobile and dumped in one of the districts on the far north- 
west side. 

Mr. Kennepy. Both of them ? 

Mr. Morris. Both in the trunk of an automobile. 

Mr. Kennepy. Then in the course of the conversation there, did 
they say that there were disputes going on among the syndicate! 

Mr. Morris. We learned in listening ‘to Weinber g talk to the rep- 
resentatives of different factions of the c ity that there was apparently 
some internal dissension in the syndicate. They talked particularly 
about a group that they ide ntified as the “Young Bloods,” who were 
not satistied with what they were getting. 

They said “These old fellows.” meaning, I suppose, Acecardo, Guzik, 
Prio, some of the old established hoods, had things pretty well 
wrapped up; they didn’t want any violence because it brought a lot 
of heat on their operations. They were hoping that some kind of 
trouble would flare up among the gang chieftains and they would kill 
each other off, so it would make it better for the younger fellows. 
The Young Bloods, in particular, were supposed to be “responsible 
for a lot of violence. 

There was a Negro policy operator, an independent policy operator, 
on the South Side. His name was Roe. 

An attempt was made to kidnap him. In the attempt, Marshall 
(‘aifano’s brother, a person known as Fat. Lenny Caifano was killed 
either by Roe or somebody with Roe. 

Shortly after, all within a matter of months, Roe was killed. Ac- 
cording to the conversations we had heard Weinberg and his asso- 
ciates taking part in, the Young Bloods, that. is, Marshall Caifano, 
“Teets” Bataglia, “Smokes” Solosio, were responsible for the Roe 
killing, and the higher authorities, the older fellows in the outfit, 
did not like that at all. They did not like that violence. 

Mr. Kennepy. Was “Mooney” Giancana also one of them? 

Mr. Morris. He was another one. I omitted his name. 

Mr. Kennepy. He was considered among the Young Bloods? 

Mr. Morris. He is considered now next to Accardo. 

Mr. Kennepy. Specifically, do you have memorandums showing the 
conversations that took place while Robert Greenfield was present ? 
Were there a number of conversations about these activities while 
Greenfield himself was present ? 

Mr. Morris. Yes, sir. 

Mr. Kennepy. Could you just give us some examples of that? 
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He is going to be a witness, | expect. this afternoon. In the 
formal interviews, he has denied everything to do with this, aus far 
these names being discussed. I want to find out whether your memo 
randums show to the contrary. I think you testified that he would 
take the position, as labor consultant for this group, until he had 
assurance that the group was backed by the syndicate ? 

Mr. Morris. That 1s right. 

Mr. Kennepy. And that he was told about the dinner with Acecardo., 
the contact that was made with Accardo ? 

Mr. Morris. That is right. This is an exe erpt from one of the 
reports. “Prior to Greenfield accepting the position as labor counsel 
for these associations, Greenfield was anxious to learn whether Wein 
berg had the proper connections with the underworld elements, and 
Weinberg assured Greenfield that the necessary arrangements had 
been made with the proper people. 

On one occasion, on returning from lunch, Weinberg and Bernberg 
informed Greenfield that they had dined with Tony Accardo, who 
had given them the official vo-ahes id. 

Mr. Kennepy. Were there occasions where W einberg was heard to 
caution Greenfield and Bernberg never to mention “the names of 
certain individuals ? 

Mr. Morris. Yes, sir. 

Mr. Kennepy. Amongst whom were Labriola and 

Mr. Morris. Tony Mirro. 

Mr. Kennepy. James Cowboy Mirro/ 

Mir. Morris. That is right. 

Mr. Kennepy. And it was Greenfield that reported about the 
threats to his wife? 

Mr. Morris. That is right. 

Mr. Kennepy. And was he present when it was discussed as to how 
they were killed—Teitelbaum ?¢ 

Mr. Morris. I don’t think he was; no. I don’t think he was present 
when the fact that Labriola had intended to push him out the window. 
Greenfield was not present on that occasion. 

Mr. Kennepy. Was he present when it was discussed about taking 
over the Tavern Associations, the other rival Tavern Associations ? 

Mr. Morris. That is right. 

Mr. Kennepy. Who else was present during that conversation 4 

Mr. Morris. Bernberg and a fellow by the name of Bartolo. Bar 
tolo, I think, was head of another association, a liquor association. 

Mr. Kennepy. And how did they say they were going to do it / 

Mr. Morris. By joining the council of associations and rigging an 
election and getting their own people at the head of all these associa 
tions, and thereby taking it all over. 

Mr. Kennepy. And was Greenfield then going to be installed 
the counsel ? 

Mr. Morris. That is 1 
all of the associations. 

Mr. IKENNEDY. And Bernberg was also to have a position with 
that group ¢ 

Mr. Morris. That is right. 

Mr. Kennepy. He was going to have the position of what / 

Mr. Morris. His position was, I think, the same, as general man 


noht. He would be the general counsel for 


ager or 
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Mr. Kennepy. Executive director ? 

Mr. Morris. Executive director, right. 

Mr. Kennepy. And Greenfield was one of those that participated 
in coaching these witnesses in order to frame the Government agent ¢ 

Mr. Morris. That is right. 

Mr. Kennepy. So Greenfield played a prominent role? 

Mr. Morris. A very, very, very prominent role; yes, sir. 

Mr. Kennepy. And knew everything that was going on in the 
discussions of the syndicate ? 

Mr. Morris. That is right. 

Mr. Kennepy. You said you did not feel that Bernberg was closely 
involved with these kinds of people, but was he also aware? 

Mr. Morris. He knew what was going on. He did not hesitate at 
all to deal with anybody. In fact, he was just as anxious as anybody 
to have the right backing. 

Mr. Krennepy. Was he actually present when Ross Prio, when 
there was discussion about Ross Prio? 

Mr. Morris. Yes; I think when Eddie Sturch was there, Bern- 
berg was present. 

Mr. Kennepy. There is a notation here of a meeting with Ross 
Prio at which Weinberg and Greenberg were present, and he insisted 
that if he came into the deal, he would insist on placing one of his 
men in Weinberg’s office. 

Mr. Morris. That is right. 

Mr. Kennepy. So Prio also was well aware of the whole arrange- 
nent ¢ 

Mr. Morris. That is right. 

Mr. Kennepy. It was indicated that some of these young bloods, 

aifono and this other group, were also aware of what was going on 
in these various areas 4 

Mr. Morris. a would have to be, if they hoped to get any pla: 
vith any kind of an association, in their territory. They would hides 
to be in on it. 

Mr. Kennepy. And specifically *Teets” Batagha was aware of it, 
heeause he Was holding the situation up On the West Side? 

Mr. Morris. That is right. 

(At this point, Senator Curtis withdrew from the hearing room. ) 

Mr. Kennepy. Are there any other parts of this that we should 
cover 4 

Mr. Morris. No, I think as far as the information we covered, 
enconipasses about all I know of this particular incident, or this 
effort on their part to form a new association. 

The CHatrman. Just by way of information, are any of these 
murders referred to solved ¢ 

Has anyone been convicted or punished for them ¢ 

Mr. Morris. The murders for Weinberg and Labriola have never 
heen solved, no, sir. 

The Cuairman. All right. 

Senator Munpr. From your background of contacts in this whole 
operation and what you heard and saw and what you learned, what 
would you say was the motivating factor that induced these follows 
to try to form this new restaurant association’ Were they going 
toshake down the restaurant people / 
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Were they going to shake down the union? Were they going to 
be in collusion with either the union or management # 

What was the overall target that they had in mind? 

Mr. Morris. From what we learned, Senator, they would have to 
have the cooperation of the union to operate. 

Senator Munpr. They would have to have that 4 

Mr. Morris. That is right. 

Senator Munpr. And what were they going todo? Were they going 
to go we collusion, then, with disreputable union officials, I presume ¢ 
Were they going to shake down the employees, or were they going to 
shake down the restaurant owners 4 

Mr. Morris. | imagine the same principle on which the other as- 
sociation operated. There would be funds available for labor rela- 
tions work. If a person had labor trouble, it could be settled if you 
talked to the right people. 

Senator Munpr. Was it a racket established on the basis that they 
would be sure that there would be labor troubles that needed to be 
settled’ Were they going to use the union contacts to create the 
labor difficulties artificially, and then go to the owner of the restaurant 
and say “Look, brother, you are in trouble, and we can get you out. 
Isthat what you were going to do / 

Mr. Morris. That was the original idea, to gain attention and sup- 
port from individual managements. 

To promote trouble. Teitelbaum would not be able to settle it, but 
they would. That would hurt Teitelbaum’s prestige and build them 
up. 

Senator Munpr. Was Teitelbaum’s outfit operating on the self- 
same formula’ Did they have contacts also with union officials where 
they went out and created trouble and then found an answer to their 
trouble, collected some money, and created more trouble, so you have 
sort of a self-perpetuating mechanism / 

Mr. Morris. | couldn’t speak with any degree of authority about 
Teitelbaum and the Chicago Restaurant Association. Teitelbaum was 
about out of the picture when I came into it. 

Senator Munpr. I see. 

But this was nothing more or less than a shakedown racket / 

Mr. Morris. A protection racket, | think, would be the best Way tO 
describe it. 

Senator Munpr. Define what you mean by a protection racket. 

Mr. Morris. Well, a person could conduct his business if he be- 
longed to the right association without any fear of union trouble or 
any other type of violence. 

Senator Munpr. But apparently the union trouble that you are 
talking about was the union trouble that was Inspired by the people 
who were supposed to fix it up. 

Mr. Morris. To gain recognition, originally, that was the plan. 
But after that, after they got enough members, I suppose they would 
take care of routine labor troubles that might arise. 

Of course, their members would have to pay the regular dues to 
keep them ; going. 

Senator Munpr. What motivation was there for the disreputable 
union officials ? 

Did they get cut in on the take from this racket / 
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Mr. Morris. Well, I suppose. I don’t know, not having—TI never 
got a chance to listen in on the union officials, like we did ' Weinber g 
and his group. 

Senator Munpr. I mean, there would have to be motivation from 
them. 

Mr. Morris. But from the experience in other fields, the prime mo- 
tive seems to be money. They don’t do anything for nothing. 

Senator Munpr. You are a pretty wise old law enforcement official, 
and you certainly did a fine job of penetrating this apparatus. If you 
were going to put on your hat now as a lobbyist instead of a detective, 
how would you suggest that the Congress of the United States act or 
legislate to make less likely the kind of racket that your investigation 
helped to solve? 

Mr. Morris. To be perfectly frank, Senator, I think that question 
is entirely out of my field. It involves labor and management. I 
do not profess any knowledge or enough knowledge to even attempt 
to—-—— 

Senator Munpr. We have to find a better answer. After all of 
your diligence and hard work, about all you succeeded in doing was 
driving them out of the jurisdiction in which you had competency, 
over into the county jurisdiction. 

Mr. Morris. I think we performed a very useful police function. 
We prevented a lot of crime. 

Senator Munpr. I do, too, after all, you got them out of the city 
and got them into i county. There are fewer people in the county 
so fewer people got hurt. That isn’t the ultimate answer. I am 
trying to find something that is a little more successful than to just 
make gypsies out of the racketeers. 

Mr. Morris. I couldn’t advise you on it. 

Senator Munpr. How about you, Mr. Duffy, have you any ideas? 

Mr. Durry. No, sir. I am in agreement with the leutenants. 

Senator Munpr. Well, we find mobsters who are naturalized citi- 
zens, creating crimes. Why don’t we deport them? Something hap- 
pens. We find out that you have a racket of this kind, and when it is 
exposed, what do we do to correct it? I am interested, as you are, 
to cure this. 

I recognize this is out of your field, you have done a fine job in 
the field in which you do work. However, I thought that maybe you 
could think of some scheme that the Congress could legislate on. We 
are a legislative body. We are going to run out of money and out 
of investigators after a while from exposing these things. We have 
to think of some kind of legislation to stop this. 

Mr. Morris. If I think of anything, I will be happy to let you 
know, Senator. 

Senator Munpt. Thank you. 

Mr. Kennepy. I believe you wrote summary of what you felt in 
conclusion. 

Mr. Morris. I didn’t write it. In fact, Detective Duffy did. 

Mr. Kennepy. Would you read what you wrote about it at the 
time ? 

Mr. Morrts. I think it sums it up very well. 

Mr. Kennepy. Do you agree with what it states? 

Mr. Morris. 5 on ninly do. 

Mr. Durry. Yes, 
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Mr. Morris. Would you read that / 

Mr. Durry. Would you read it? Yes, sir. 

In conclusion, it might be well to note that it is quite evident that these as- 
sociations were instigated by the underworld elements to act in collusion with 
the union and that the ultimate intention of these associations was to seize 
control of the liquor industry. 

The overall plan was to eventually take over the wholesalers’ and distributors’ 
associations and to form a statewide association representing all levels of the 
industry. Once this was accomplished, it would then be possible to extort a 
certain percentage of every barrel and case of beer distributed in the State 

Mr. Kennepy. You wrote that, did you 4 

Mr. Durry. Yes, sir. 

The CratrMan. When was that written’ How long ago 

Mr. Durry. In i953. 

The CratrMan. 1953. 

Mr. Kennepy. Could you just tell us as a general situation, then, is 
this a modus operandi that you feel is followed by some of these 
racketeers and gangsters; that this is the way that they operate? 

Mr. Morris. Well, it was in this instance. 

Mr. Kennepy. From your experience with them, would this be the 
way that they would try to take over / 

Mr. Morris. That is right; there is no Lnde pr ident operation. If 
they operate as a syndicate unit, they have to have the O. K. from 
the proper SOUrCe., 

Mr. Kennepy. And they move in on these associations and make a 
collusive arrangement with the labor union: is that part of the opera 
tion ¢ 

Mr. Morris. In my experience in these kinds of investigations, 1t 
has been, Mr. Kennedy. 

Mr. Kennepy. So you were able to vet a good example or a close 
look at operations such as this while it was actually going on, and 
you were able to move in and break it 1p. You are no le never with 
the intelligence section ¢ 

Mr. Morris. No, sir. 

Mr. Kennepy. How lor oY have you bee? cone ¢ 

Mr. Morrrs. The unit was disbanded in the early part of 1955. 

Mr. Kennepy. And you have not been working in that ¢ 

Mr. Morrts. No. l have another investigation equally tough, the 


arg) 


murder of the three bovs whose bodies ere found outside of ¢ ‘hien 
in 1955. 

Mr. Kennepy. Do you think that an intelligence division such as 
you were operating Is a helpful organization in a city 4 

Mr. Morris. | don't see how tt police department could operate 
efficiently without it. 

Senator MuUuNpr. Is wiretapping ley ibain Chieagvo 4 

Mr. Morris. | didn’t cel the question. 

Senator Munpr. Is wiretapping legal in [linois 4 


Mr. Morris. No. sir. Now tt is illegal in Tlinois now to record any 


Lype of conversution wm less the person hose voice is beine rer orded 
agvrees To it. 
Senator Mii xpT. Do von think it would be helpful in law entorce 


ment Wf proper law enforcement ofheials we reht to en 
ee 


nce in \ ors} cr DV ye Try Prev wep Tf ME a} ide ( 
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Mi. Morris. I think it would be very beneficial to law enforcement 
officers. Law catamaaeds officers never attempt to injure innocent 
people. Innocent people have nothing to hide. With this new law 
that was passed by the last legislature, it deals with electronic listen- 
ing devices. It is illegal to record any type of conversation, unless 
the person whose voice is being recorded permits it. I had a case not 
too long ago where a woman was being extorted. She had paid off 
a certain amount and the extortioner was coming back for more. 
She lived in a very small apartment where it was impossible to put 
somebody into the apartment to overhear the conversation of the 
extortionist. 

We could not use a recorder to record his voice for evidence pur 
poses, because it. was a violation of the law. 

Senator Munpr. On that point, it seems to me that this trying to 
exterminate these rackets that we are talking about, that if properly 
identified, authorized representatives of the law could collect. this 
evidence, which you can collect, but could use it in court, that it 
would be a big step in protecting the public. 

Mr. Morris. Absolutely. 

Senator Munpr. In saying that, I am not trying to legalize wire 
tapping by congressional committees. That would be bad. 

Senator Ervin. Lieutenant, have you ever thought that the human 
mind works in a peculiar way on these things? For example, under 
the law, if you can listen with your ear and hear something with 
your ear, that is admissible in court. But if you hear something by 
means of an instrument, that is inadmissible. If one of them is so 
bad, why isn’t the other so bad # 

Mr. Morris. That is what I can’t figure out. It is the same as using 
field glasses to improve your vision. 

Senator Ervin. The human mind works in wonderful ways. It is 
wrong to kill a man with poisonous gas, but it is all right to kill 
him with a blockbuster or kill him with a bayonet. We have very 
good people who get so solicitous about the rights of privacy that 
they are against these laws of wiretapping. 

But it has never occurred to them that there is really no funda- 
mental difference between wiretapping with an instrument and hear 
ing it with your ear. 

One is perfectly all right and the other is all wrong. 

Mr. Morris. That is right. 

Senator Munpr. Actually, Senator, wouldn’t it seem to you as it 
would to me, that between the two, even the crook who has been 
convicted by his own wiretap would be safer than if someone could 
frame him and say that he heard it over his ear? 

Senator Irvin. That is right. The use of the instrument would 
minimize the danger of not getting an accurate recording. 

Senator Munpr. Precisely. 

The Cuarmman. Is there anything further? 

Senator Munpr. My address is 248 Senate Office Building, if you 
decide to write me your suggestions. 

Mr. Morris. I will, sir. 

Mr. Kennepy. I would like to say that the lieutenant has been 
most helpful in the course of this investigation in Chicago, and Mr. 
Duffy, also, 








38 PROCEEDINGS AGAINST ABRAHAM TEITELBAUM 


We are very appreciative of the assistance you have given, as well 
as the rest of the Chicago Police Department. 
Mr. Morris. Thank you. 
Mr. Kennepy. Mr. Greenfield is the next witness. 
% * * * * * * 
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AMENDING SECTION 77 (c) (2) OF THE BANKRUPTCY 
ACT 


Aveus? 9, 1958.—Filed under authority of the order of the Senate on August 
8, 1958, and ordered to be printed 


Mr. O’Manoney, from the Committee on the J udiciary, gubmifted , 
the following OF MICHIGAN 


REPORT SEP 9.....4 


(To accompany H. R. 12217} MAIN . 
READING ROOM 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 12217) to.amend paragraph (2) of subdivision (c) of section 
77 of the Bankruptcy Act, having considered the same, reports favor- 
ably thereon, without amendment, and recommends that the bill do 
pass. 

PURPOSE 


The purpose of the proposed legislation is to amend paragraph (2), 
subdivision (c) of section 77 of the Bankruptcy Act, the railroad 
reorganization section, to allow the debtor, with respect to safety, 
location of tracks, and terminal facilities, to comply with the lawful 
orders of a State regulatory body so that needed improvements in 
railroad facilities can be made prior to the confirmation of a plan of 
reorganization, 

STATEMENT 


The Interstate Commerce Commission has no objection to the enact- 
ment of the proposed legislation. 

A similar bill, S. 3025 of the 84th Congress, was the object of a 
hearing on March 20, 1956, before a subcommittee, consisting of Sena- 
tor Price Daniel, chairman, Senator Herman Welker, and Senator 
Joseph C. O'Mahoney, of the Committee on the Judiciary. The bill 
S. 3025 of the 84th Congress was favorably reported by the subcom- 
mittee, was favorably reported by the committee, and was approved, 
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as reported, by the Senate on Apr il 26,1956. No action was taken by 
the House of Representatives. The committee now has before it H. R. 
12217, which has been approved by the House of Representatives, and 
the committee reports it favorably. 

The hearings conducted in the 84th Congress by a subcommittee of 
this committee developed that the need ‘for this legislation arises 
from a situation in the city of Miami, Fla., brought about by nearly 
a quarter of a century of litigation over the reorganization of the 
Florida East Coast Railroad. Although the reorganization court 
recognized the authority of the Florida Railroad and public utility 
commission to determine questions of public necessity, such as the 
erection of terminal facilities, even though the railroad was in reor- 
ganization, the court held that before the trustee could comply with 
the order of the commission it was necessary to secure inclusion in 
the plan of reorganization of adequate funds to cover the cost of erect- 
ing such new facilities. The court further required that the Inter- 
state Commerce Commission first approve the issuance of any neces- 
sary securities and any abandonment of main-line tracks whic h might 
be involved. 

The factual situation in regard to the Florida East Coast Railroad 
is that for nearly a quarter of a century the parties in interest have 
not been able to agree upon a reorganization plan acceptable to all 
concerned. Four propose “| plans for reorganization have gone 
through the Interstate Commerce Commission and the Federal courts 
and particular aspects of the problem have been before the Supreme 
Court on three occasions. Meanwhile, until a reorganization plan 
has been formulated and approved, the city of Miami, Fla., remains 
burdened with an inadequate railroad station which was built in 
1914 for a city with a population of some 20,000, while today the city 
of Miami has a normal population of more than 800,000 and a winter- 
time population of nearly 2 million. In addition, grade crossings 
located in the downtown Miami area result in the many problems 
in regard to the automobile traffic of the city. 

It appears to the committee that the factual situation presented by 
the Florida East Coast Railroad station in the city of Miami is one 
where the peoples’ convenience, necessity, and safety justify corrective 
legislation, and that even if the specific problem presented in Miami 
should be satisfactorily settled by an acceptable plan of reorganiza- 
tion, the proposed legislation is desirable in order to insure that such a 
situation will not arise again elsewhere. The committee believes that 
the proposed legislation, which it reported favorably in the 84th 
Congress, to amend the railroad reorganization section of the Bank- 
ruptey Act to allow a debtor, with respect to safety, location of tracks, 
and terminal facilities, to comply with the lawful orders of a State 
reguitary body so that neededimprovements in railroad facilities can 
be made prior to the confirmation of a plan of reorganization, is 
meritorious and the committee recommends it favorably. 

ere and made a part of this re port are— 

. A letter dated June 13, 1958, from the Interstate Commerce 
Gale 

2. A statement in regard to the proposed legislation from Senate 
Report No. 1735 of the 84th Congress, anid 

3. A statement in regard to the proposed legislation from House 
Xeport No. 2282 of the 85th Congress. 
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INTERSTATE CoMMERCE CoMMISSION, 
Washington, D. C., June 13, 1958. 
Hon. Emanvet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. 0. 


Dear Cuarrman Cetxer: Your letter dated June 4, 1958, addressed 
to the Chairman of the Commission and requesting an expression of 
views on a bill, H. R. 12217, introduced by Congressman Fascell, to 
amend paragraph (2) of subdivision ( (c) of section 77 of the Bank- 
ruptey Act, as amended, has been wheved to our Committee on 
Legislation. After careful consideration by that Committee, I am 
authorized to submit the following comments in its behalf: 

Paragraph (1) of section 77 (c) of the B: ankruptey Act provides for 
the oe of a trustee or trustees of the property of a debtor 
subject to the provisions of section 77, and paragraph (2) thereof, 
which H. R. 12217 would amend, prov ides, among other things, that 
a trustee so appointed shall have “the powers of a receiver in an 
equity proceeding, and, subject to the control of the judge and the 
jurisdiction of the Commission as ere by the Interstate Com- 
merce Act as now or see amended, the power to operate the 
business of the debtor.” Thus, as indicated, the trustee in operating 

business of the debtor specifically is made subject to the pro- 
visions of the Tnterstate Commerce A: “t and to the jurisdiction of this 
Commission. However, the section is silent with respect to the 
applicability of State laws and the jurisdiction of State regulatory 
hodies to such operation. TI. R. 12217 would make snecifie provision 
respecting the applicability of such laws and jurisdiction by adding 
the following sentence immediately after the language quoted above: 

“Tn operating the business of the debtor with respect to safety. 
location of tracks, and terminal facilities, the trustee or trustees shall 
he subject to lawful orders of State regulatory bodies of statewide 
jurisdiction to the same extent as would the debtor if a petition 
respecting it had not been filed under subsection (a) of this section 
except that (A) any such order which would require the expenditure, 
or the incurring of an obligation for the expenditure, of money from 
the debtor’s estate shall not become effective (a) unless the trustee or 
trustees, with the approval of the court shall consent thereto, or 
(6) unless and until the Commission, upon appropriate application 
or applications by an interested party or interested parties, shall 
find that compliance with the order will not imnair the ability of the 
trustee or trustees to perform his or their duties to the public, will 
not constitute an undue burden upon interstate commerce, will be 
compatible with the public interest, and will not interfere with the 
formulation and approval of a satisfactory plan of reorganization for 
the debtor, and (B) compliance shall be made with any applicable 
provision of the Interstate Commerce Act.’ 

The pr oposed amendment, however, should be considered together 
with the provisions of section 959 (b), title 28, United States Code, 
which reads as follows: 

“A trustee, receiver, or manager appointed in anv cause pending in 
any court of the United States, including a debtor in possession, shall 
manage and operate the property in his possession as such trustee, 
receiver, or manager according to the requirements of the valid laws 
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of the State in which such property is situated, in the same manner 
that the owner or possessor thereof would be bound to do if in posses- 
sion thereof.” 

The United States Supreme Court has stated that the obvious 
purpose of the foregoing provision was to negative any idea that a 
Federal receiver or trustee could ignore the rules of law of the State 
of operation affecting the conduct of the business committed to his 
care (Palmer v. Webster & Atlas Nat. Bank of Boston, 312 U.S. 156, 
166). This provision, which is broad enough to include a trustee of a 
debtor in reorganization under section 77, has been held to subject 
receivers to public service regulations, workmen’s compensation 
statutes, and applicable tax provisions. 

While section 959 (b). quoted above, ul doubtedly is applicable to 
ordinary transactions incident to the conduct of a debtor railroad’s 
business, there is some doubt under present law as to the enforci- 
bility, without the consent of the bankruptcy court, of an order of a 
State regulatory body requir’ ing construction or alter: ation of railroad 
facilities. With respect to the provisions of the antecedent law from 
which this section of the ‘ie was derived, the Si sd me Court held 


that it did not restrict the power of the Feder: il court to preserve 
prope rty in the custody of the law from external attack (Jn re Tyler, 
149 U.S. 164, 182). 
Presumably, H. R. 12217 is intended to supplement the provisions 
of section 959 (b) supra, and, subject to the conditions therein pro- 
vided, to make it clear that a district ourt under whos yuri diction 


a railroad is being reorganized may exercise no discretion with respect 
to col nplying with lawful orders of State regulatory bodies. As we 
construe the proposed amendment, an order of a State public service 
commission requir Ing constr ction of a nev passenger station, reloca- 
tion of tracks, or elimination of grade crossings, even though such 
projects might require the expenditure of substantial sums of money 
and result in diminishing the funds which otherwise might be dis- 
tributable to creditors, woul 1 be enforcible without the consent of the 
trustee or the district court having jurisdiction of the debtor’s prop- 
erty, provided the findings specified in the bill are made by this Com- 
mission and compli: ince iS mi ade W ith any applicable provision of the 
Interstate Commerce Act. 

We believe that the findings which would be required to be made 
by this Commission under the proposed measure as a condition prece- 
dent to the enforcement of an order within the purview of the amend- 
ment would afford adequate protection to the debtor’s estate and the 
public interest, but whether control over such matters should be trans- 
ferred from the district courts to this Commission is a question of con- 
gressional policy. 

We have no objection to the enactment of i. Tb. 12217. 

tespectfully submitted. 


Howarp Freas, Chairman. 
ANTHONY ARPATA. 
Rorerr W. Mrnor, 


Committe € On oA gislation 
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Statement from Senate Report No. 1735 of the 84th Congress. 
SraTEMENT 


This legislation was the subject of hearings before a sub- 
committee of the Committee on the Judiciary on March 20, 
1956, at which time testimony was heard from proponents and 
opponents of this legislation. 

Section 77 of the ‘Bankruptcy Act deals with the reorgani- 
Zi ition of railroads engaged in interstate commerce. As stated 
at the hearings, the purpose of the section is to provide a 
method whereby railroads may reorganize for their benefit 
and for the benefit of the public, it being realized that inter- 
state railroads are a public utility in which the public has an 
essential interest. 

The hearings show that the recommendation for this legis- 
lation rises out of a situation now existing in the city of 
| Miami, Fla. The Florida East Coast Railroad operates out of 
the city of Miami, and one of the assets of this railroad now 
in reorganization is the Miami railroad station, which was 
built in about 1914. The same railroad station now exists in 
that city. In 1922, the total population of Miami was about 
20,000, and as far back as 1922, the city of Miami complained 
about the inadequacy of the station. The testimony indicates 

that the normal year-round population of Miami is presently 
850,000 and the wintertime population runs close to 2 million, 
| and, as stated, the same station now exists in Miami as existed 
| in 1914. 
| The Florida East Coast Railway went into reorganization 
! under section 77 of the Bankruptcy Act about August 31, 193 
| which is almost 25 years ago. During this period, four ne 
posed plans of reorganization have been through the Federa 

courts and the Interstate Commerce Commission, The 

1 United States Supreme Court has had the matter presented 
to it on three occasions. It appears that the Interstate Com- 
merce Commission has issued innumerable reports, and now 
\ has the matter before it once more, so that the situation is 
} static as to the changing of the terminal, the building of a new 
station, and related matters. 

[t appears from the testimony given that this is caused by 
the obje etions of certain bondholders to the reorganiz: ition 
plans that hs ave thus far been proposed and that, as a result 
thereof, needed changes in the facilities mentioned may not 
be had until such final plan is approved. The committee, of 
course, realizes that the bondholders have a right to litigate 
and object toa plan of reorganization, and to carry the matter 
to the Supreme Court of the United States if they so desire. 

The ¢ ommittee, in reviewing this matter, bears in mind that 
under section 77 of the Bankruptcy Act, dealing with inter- 
state railroads which are in financial difficulties, the power to 
| operate and administer the railroad and to effect a reorgani- 
zation as a result of which a distressed railroad can continue 
as a strong and effective part of our national transportation 
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system is divided between the Federal courts and the Inter- 
state Commerce Commission. In Palmer v. Mass., decided 
in 1939, which involved the reorganization of the New Haven 
Railroad, the Supreme Court said : 

“The judicial processes in bankruptey proceedings under 
section 77 is, as it were, brigaded with the administrative 
processes of the Commission.” 

It therefore follows that the Interstate Commerce Com- 
mission is an integral part in the operation of section 77 of 
the Bankruptcy Act. The committee does not desire to inter- 
fere with the rights of a litigant to this proceeding but does 
believe that the purpose of section 77 of the Bankruptey Act 
includes the welfare of the public generally. In the situation 
at hand, it has been found that the public is suffering through 
the inability of the parties involved to reach an agreeable re 
organization plan which would allow the change and im- 
provements in the facilities mentioned. 

The State of Florida has on several occasions approved 
and directed the changes herein sought, unavailingly. The 
committee is of the view that this situation has reached a 
point where the proposed amendment to the bank uptey law 
1s deemed meritorious. Not only should this particular situa 
tion be resolved, but if there be any other like situation, now 
or in the future, the committee believes that the amendment 
is necessary in order to safeguard the interests of the public 
generally. The bill as proposed allows both sides to be heard, 
so that the matter can be finally resolved. Proponents and 
opponents initially may be heard before the State regulatory 
body. In addition thereto, they may be heard before the 
Federal court on an order from the State regulatory body 
and, finally, under the limitations provided in the bill, the 
Interstate Commerce Commission may rule upon the merits 
of the order as it affects the public interests. It would 
appear that there are many instances when this type of pro 
ceeding would inure to the benetit of the bankrupt. the bond 
holders, and the public at large without having to await the 
approval and adoption of final reorganization plans. 

The Interstate Commerce Commission in its report dated 
February 29. 1956, which is attached hereto and made a part 
hereof, states that it has no objection to the enactment of 
S. 5025, and states, in part. as follows: 

“The proposed amendment, however, should be considered 
together with the provisions of section 95° (b), title 28, 
United States Code, which reads as follows: 

‘A trustee, receiver or manager appointed In a Vv cause 
pending in any court of the United States, including a debto1 
mn possession, shall manage and operate the property in his 


possession as such trustee, receiver, or manager ace ording to 


} ] 


the requirements of the valid laws of the State in whic] such 
property is situated, in the same manner that the owner 01 
possessor thereof would be bound to do if 1] possession 
thereof.’ 

“The United States Supreme Court has stated that the 
obvious purpose of the foregoing provision was to negative 
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any idea that a Federal receiver or trustee could ignore the 
rules of law of the State of operation affecting the conduct 
of the business committed to his care (Palmer v. Webster &: 
Atlas Nat. Bank of Boston, 312 U.S. 156, 166). This pro- 
vision, which is broad enough to include a trustee of a debtor 
in reorganization under section 77, has been held to subject 
receivers to public service regulations, workmen’s compensa- 
tion statutes, and applicable tax provisions. The Commission 
further states: 

“While section 959 (b), quoted above, undoubtedly is ap- 
plicable to ordinary transactions incident to the conduct of 
x debtor railroad’s business, there is some doubt under 
present law as to the enforcibility, without the consent of the 
bankruptey court, of an order of a State regulatory body 
requiring construction or alteration of railroad facilities. 
With respect to the provisions of the antecedent law from 
which this section of the code was derived, the Supreme 
Court held that it did not restrict the power of the Federal 
court to preserve property in the custody of the law from 
external attack se re Tyler, 149 U.S. 164, 182). 

“Presumably, S. 3025 is intended to supplement the provi- 
sions of section 05 59 (b), supra, and, subject to the conditions 
therein provided, to make it clear that a district court under 
whose jurisdiction a railroad is being reorganized may exer- 
cise no diseretion with respect to ‘complying with lawful 
orders of State regulatory bodies. As we construe the pro- 
posed amendment, an order of a State public service commis- 
sion requiring construction of a new passenger station, 
relocation of tracks, or elimination of grade crossings, even 
though such projects might require the expenditure of sub- 

ial sums of money and result in diminishing the funds 
Whi a otherwise might be distributable to creditors, would 
be enforcible without the consent of the trustee or the dis- 
trict court having jurisdiction of — debtor’s property, pro- 
vided the findings specified in the bill are made by this 
Commission and compliance is mé aie with any applicable pro- 
vision of the Interstate Commerce Act.’ 

For all of the reasons heretofore stated, and based upon the 

* segs nee = sented to the subcommittee of the ¢ vommittee on 
Judiciary, it is recommended that the bill, S. 3025, as 
amended, be considered favorably. 


Statement from House Re} port No. 2282 of the 85th Congress : 


GGENERAL STATEMEN'I 


Section 77 of the Bankruptey Act deals with the reorgan- 
ization of railroads engaged in interstate commerce and 
provides a means whereby those that are financially 
distressed may be rehabilitated with due regard for the 
interest of the general public in adequate transportation 
facilities. As such, section 77 contemplates the continued 
operation of a railroad during its financial reorganization ; 
e. g., where the debtor rejects a lease of a line of railroads, 
section 77 (c) (6) requires the former lessor to continue to 
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operate the previously leased line or where it is found “im- 
practicable and contrary to the public interest” for the 
former lessor to operate the line, section 77 (c) (6) requires 
the former lessee to continue operation for the account of the 
former lessor. Provisions like 77 (c) (6) are predicated 
upon the obvious fact that regardless of a railroad’s finan- 
cial condition, the public remains dependent upon it for serv- 
ices which it is alone in a position to provide. 

Under normal conditions the nature and extent of a rail- 
road’s obligation to provide services and facilities is deter- 
mined by the Interstate Commerce Commission and State 
regulatory bodies. The question arises, however, as to 
whether the fact that a railroad is in reorganization alters its 
amenability to the orders of such agencies. As to the Inter- 
state Commerce Commission, section 77 (c) (2) specifically 
subjects the trustee to the provisions of the Interstate Com- 
merce Act and to the jurisdiction of the Interstate Commerce 
Commission. As to the applicability of State laws and the 
jurisdiction of State mamlahiry bodies, the section is silent. 

That the Railroad Reorganization Act has not preempted 
the field to the exclusion of otherwise lawful State regula- 
tions has been established for some time (Palmer v. Massa- 
chusetts, 308 U.S. 79 (1939) ). 

In addition, Congress has specifically indicated its intent 
that trustees and receivers, in general, in the Federal courts 
should not be immune to the regulatory power of the States. 
(See Palmer v. Massachusetts, 308 U.S. 79, 90, footnote 17.) 
Section 959 (b) of title 28, United States Code, requires a 
trustee appointed in a cause pending in a Federal court to 
operate the property in his possession “according to the 
requirements of the valid laws of the State in which such 
property 1s situated, in the same manner that the owner or 
possessor thereof would be bound to do if in possession 
thereof.” This provision has been held broad enough to 
include a trustee in a section 77 reorganization to comply 
with public service regulations, workmen’s compensation 
statutes, and applicable tax laws. 

Thus, while section 959 (b) clearly requires compliance 
with State laws relating to the usual ine ide nts of operat 
ing the debtors’ business, there is some questi ion as to the 
obligation of the trustee, without the approv: al . the 
reorganization court, to comply with the orders of a State 
regulatory body requi ring the construction or modifi ‘ation 
of railroad facilities. 

Although the district court in the Florida East Coast 
litigation recognized the jurisdiction of the St: ate agency to 
order the erection of new terminal facilities and the reloca 
tions of tracks, the court would not authorize the trustee 
to comply with the order until the necessary financing 
arrangements could be made part of an overall plan of 
reorganization. Thus, the court insisted that its respon- 
bilities for the financial affairs of the debtor while in 
reorganization gave it the power to control the trustee’s com- 
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pliance with orders which might affect the reorganization 
of the debtor or the interests of its creditors. 

While it is both necessary and desirable to take into account 
the effect of major expenditures upon a railroad’s overall 
financial condition and also the effect of such expenditures 
upon the approval of a satisfactory plan of reorganization, 
nevertheless, making compliance with the orders of a State 
regulatory body dependent upon the formulation and ap- 
proval of a reorganization plan raises a serious problem. If 
the reorganization plan is quickly formulated and approved, 
there is no difficulty. If the reorganization gives rise to a 
large amount of litigation, then badly needed facilities and 
services may be denied the public for substantial periods of 
time. 

Although the committee fully agrees that recognized parties 
in interest have a right to object to and litigate proposed 
reorganizations, it is nevertheless of the view that the public’s 
interest should not be made to hang in abeyance while innu- 
merable motions and cross-motions are made and while appel- 
late procedures are being exhausted. Consistent with that 
philosophy, this bill provides a method for enforcing certain 
orde 1S of State rece bodies whe re the consent t of the 
trustee or the approval of the reorganization court cannot be 
obtained. 

Thus, under this bill where an order of a State regulatory 
body would require the expenditure, or the incurring of an 
obligation for the expenditure, of money from the debtor’s 
estate and the consent of the trustee and the approval of the 
reorganization court cannot be obtained, an interested party 
may go directly to the Interstate Commerce Commission. If 
the Interstate Commerce Commission then finds that com- 
pliance with the order (1) will not impair the ability of the 
trustees or trustees to perform his or their duties to the public, 
(2) will not constitute an undue burden upon interstate com- 
merce, (3) will be compatible with the public interest, and 
(4) will not interfere with the formulation and approval of 
a satisfactory plan or reorganization for the debtor, the 
trustee must comply with that order provided that such com- 
pliance is consistent with the Interstate Commerce Act. It 
should be noted that the procedure established by this bill 
is limited to orders respecting safety, location of tracks, and 
terminal facilities. 

It should also be noted that the bill specifically provides 
that the trustee 


“shall be subject to the lawful orders of State regulatory 
bodies of statewide jurisdiction to the same extent as would 
the debtor if a pbtitian respecting it had not been filed * * *” 
There is, therefore, no intent to enlarge by this legislation 
what is under existing law the proper regulatory scope of the 
States. 

In providing recourse to the Interstate Commerce Com- 
mission where the consent of the trustee or the approval of 
the court cannot be obtained, this bill shifts ultimate control 
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over these matters from the reorganization court to the Com- 
mission. However, participation of the Interstate Commerce 
Commission in the administration of insolvent railroads is 
not an innovation introduced by this bill. As the Supreme 
Court said in Palmer v. Massachusetts (308 U. S. 79, 87): 
“From the requirement of ratification by the Commission 
of the trustees appointed by the court to the Commission’s 
approval of the court’s plan of reorganization the authority 
of the court is intertwined with that of the Commission.” 
To document this conclusion, the Court in a footnote to 
this statement rey out t! rat - 
“section 77 (c) (1) requires the ap pointment of trustees to 
be ratified by the Commission; section 77 (c) (2) gives the 
Commission supervision over the compensation pi aid to trus- 
tees and their counsel; section 77 (c) (3) permits the issu 
ance of trustees’ certificates only with the Commission’s 
approval; section 77 (c) (9) permits the Commission, on 
request of the court, to investigate facts pertaining to mis- 
management of the debtor; section 77 (c) (10) empowers 
the Commission to set up accounts for the allocation of earn- 
ings among the various portions of the debtor’s lines; section 


77 (c) (11) empowers the Com “sero to file reports as to 
the debtor’s property, prospective earnings, etc., and gives 
to the facts stated in such reports a presui iption of correct- 
ness: section 77 (c) (12) gives the Commission superv islon 
over allowances for the expenses of Various parties mn interest 


in connection with the reorganization proceedings; sections 
77 (d) and 77 (e) give to the (ommission control over any 
proposed plan of reorganization; section 77 (p) cives to the 
c ommission con tro] over the so lieit ition of proxies or deposit 
agreements.” 

The committee believes that the authority granted to the 
Interstate Commerce Commission by this bill will in the 
future prevent the years of delay in providing badly needed 
facilities which el characterized the Florida East Coast 
situation. The committee also believes that this bill repre 
sents a proper bala ne ino on the one h: ind of the — of 
the creditors in obtaining a reorganization plan which is fair 
to all and, on the other, of the interests of the public in ade 
quate transportation services and facilities. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4+ of rule XXIX of the Standing 
Rules of the Senate. changes in existing law made by the bill, as 
reported. are shown as follows (new tatter is printed in italics, and 
existing law in which no change is proposed is shown in roman): 


Section 77 (c) (2) of THE Bankruptcy Act (11 U.S. C. 205 (c) (2)) 
* * * * * x * 


(2) The judge shall fix the amount of the bond of every trustee. 
He may thereafter terminate any such appointments on cause shown, 
and may in that event and in the event of a vacancy from any other 
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‘ause, in the manner and within the qualifications herein provided 
tor the appointment of trustees, appoint a substitute trustee or trus- 
tees, and in the same manner and within the same qualifications may 
appoint an additional trustee, and shall fix the amount of the bond 
of every such substitute or additional trustee or trustees. The judge 
shall in his discretion confirm the appointment of such legal counsel 
for the trustees as they shall select, with power of removal. The 
trustee or trustees and their counsel shall receive only such compen- 

sation from the estate of the debtor as the judge may from time to 
time allow within such maximum limits as may be approved by the 
Commission as reasonable. The trustee or trustees so appointed, 
upon filing such bond, shall have all the title and shall exercise, sub- 
ject to the control of the judge and consistently with the provisions 
of this section, all of the powers of a trustee appointed pursuant to 
section 44 of this Act or any other section of this Act, and, to the 
extent not inconsistent with this section, if authorized by the judge, 
the powers of a receiver in an equity proceeding, and, subject to the 
control of the judge and the jurisdiction of the Commission as pro- 
vided by the Interstate Commerce Act as now or hereafter amended, 
the power to operate the business of the debtor. /» operating the 
business of the debtor with respect to safety, location of tracks, and ter- 
minal facilities, the trustee or trustees shall be subject to lawful orders 
of State regulatory bodies of statewide jurisdiction to the same extent 
as would the debtor if a petition respecting it had not heen filed under 
subsection (a) of this section except that (A) any such order which 
would require the expenditure, or the incurring of an obligation for 
the expenditure, of money from the debtor's estute sha'l not become 
effective (a) unless the trustee or trustees, with the approval of the 
court, shall consent thereto, or (b) unless and until the Comm/?ssion, 
upon appropriate application or applications by an interested party 
or interested parties, shall find that compliance with the order will 
not impair the ability of the trustee or trustees to perform his or theti 
duties to the public, will not constitute an undue burden upon inter- 
state commerce, will be compatible with the public interest, and will 
not interfere with the formulation and approval of a satisfactory plan 
of reorganization for the debtor, and (B) compliance shall be made 
with any applicabl provision of the Interstate Commerce Act. Prior 
to the appointment of a trustee, the debtor on behalf of the court shall 
continue in the possession of the property and shall operate the busi- 
ness thereof during such period, and shall have all the title to the 
property and shall exercise all power consistent with the provisions 
of this section, subject at all times to the control of the judge, and 
to such limitations, restrictions, terms, and conditions as he may from 
time to time impose and prescribe. 
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{To accompany H. R. 12894] MAIN 
READING ROOM 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 12894) to authorize the making, amendment, and modification 
of contracts to facilitate the national defense, having considered the 
same, reports favorably thereon, with amendments, and recommends 
that the bill, as amended, do pass. 


AMENDMENTS 


1. On page 2, line 2, following the period, add the following new 
sentence: 


The authority conferred by this section shall not be utilized 
to obligate the United States in an amount in excess of 
$50,000 without approval by an official at or above the level 
of an Assistant Secretary or his Deputy, or an assistant head 
or his deputy, of such department or agency, or by a Con- 
tract Adjustment Board established therein. 
2. On page 2, line 11, following the word ‘advertising’ add the 
words “‘and competitive bidding’. 

3. On page 3, line 3, strike the words “incompatible with the public 
interest”? and insert in lieu thereof the words “detrimental to the 
national security”’. 

1. On page 3, line 14, strike the word “each’’ and insert in leu 
thereof the word “‘every’’. 

5. On page 4, line 1, following the word “above,” insert the fellow- 
ing: “and under regulations prescribed by the President,”’. 
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PURPOSE OF AMENDMENTS 


The purpose of the first amendment is to limit the extent to 
which the authority provided by this act may be redelegated within 
the departments and agencies which have been authorized by the 
President to utilize the authority conferred in the act. 

The purpose of the second amendment is to make abundantly 
ee that the authority conferred by this act is not to be used to avoid 
formal advertising and competitive bidding. 

3. The purpose of the third and fifth amendments is to harmonize 
the language of section 3 (a) and the provisions of the last paragraph 
of section 4 (a) relating to the publication of actions taken pursuant 
to the authority granted by this act. 

4. The fourth amendment is a perfecting amendment. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to enact 
into permanent law during pe riods of national eme rgency and for 6 
months thereafter, with certain exceptions, the authority contained 
in title II of the First War Powers Act of 1941, which expired June 30, 
1958. 

STATEMENT 


In 1941, as a part of the First War Powers Act, the Congress passed 
legislation granting to the President of the United States the authority 
to authorize any de ‘partment or agency of the Government exercising 
functions in connection with national defense to enter into contracts 
and into amendments or modifications of contracts, including the 
making of advance, progress or other payments thereon without 
regard to other provisions of law relating to the making, performance, 
amendment or modification of contracts, whenever it was found that 
such action would facilitate the national defense. This authority was 
subject to three restrictions 

(1) that such authority could not be used to authorize a 
cost -plus-a- -percentage-of-cost system of contracting; 
(2) that it could not be used to violate existing law relating to 
konitation of profits; 
(3) that all acts pursuant to this authority be made a matter 
of public record when not incompatible with the public interest. 

This authority was reactivated by the act of January 12, 1951 (64 
Stat. 1257), which added a new condition, namely, that any contract 
entered into contain a clause to the effect that the Comptroller General 
or his duly authorized representative should have access to any per- 
tinent papers of the contractor, or his subcontractors, engaged in the 
performance of, and involving transactions related to, such contracts 
or subcontracts. Since reactivation of the basic law in 1951, title I] 
has been successively extended by the Congress. In the 82d Congress 
the termination date was extended to June 30, 1953 (Public Law 426, 


82d Cong.). Additional extensions of a year each were granted on 
two occasions by the 83d Congress (Public Law 97 and Public Law 
443, 83d Cong.). A 2-year extension was granted by the 84th Con- 


gress (Public Law 58, 84th Cong.), and a 1-year extension expiring 
June 30, 1958, was granted by the 85th Congress (Public Law 306, 
85th Cong.). 
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Since the basic law was enacted and reactivated, the President of 
the United States has, pursuant to the authority conferred upon him, 
delegated the authority of title IT to the heads of a number of executive 
departments and agencies, including the Departments of Defense, 
Army, Navy, Air Force, Commerce, Agriculture, and Interior, the 
Atomic Energy Commission, the National Advisory Committee for 
Aeronautics, the Government Printing Office, the General Services 
Administration, the Tennessee Valley Authority, and the Federal 
Civil Defense Administrator. 

The instant bill enacts into permanent law, with certain exceptions, 
the authority contained in title II of the First War Powers Act of 1941. 
The original authority was both conceived and reactivated during 
periods ‘of emergency. Its continued extensions from year to year 
have been based largely upon the expression of need by the military 
departments of Government. Like the legislation granting the ex- 
tensions of title II of the First War Powers Act, the instant legislation 
is primarily of an emergency nature. The authority which it grants 
is limited therefore to periods of national emergency and 6 months 
thereafter. It should be noted in this respect that the national 
emergency proclaimed by President Truman on December 16, 1950, 
is still in effect. 

Although the President has been authorized by title II, and is 
authorized by this bill, to select the departments and agencies which 
may exercise the broad authority contained in the bill, the President 
was limited by title II, and is limited by this bill, in his selection, to 
those departments and agencies of Government which exercise func- 
tions in connection with the national defense. Furthermore, once a 
department or agency has been designated by the President to exercise 
these powers and procedures, such department or agency may only 
utilize them whenever the action would facilitate the national defense. 
The authority contained in this bill is not, therefore, authority by 
which the departments and agencies of Government may dispense 
aid solely for the benefit of contractors or subcontractors. While 
contractors or subcontractors may be the recipients of aid in some 
instances, the primary consideration is, and must be, whether such aid 
will facilitate the national defense. 

The contracting authority granted under this bill is substantially 
the same as that afforded by title II of the First War Powers Act. 
It permits the President to : authorize (1) any department or agency 
exercising — tions in connection with the national defense to amend 
or modify Government contracts without additional consideration; 
and (2) to make advance payments without regard to other laws 
relating to Government contracts. 

In addition to these two specifically authorized uses of this author- 
ity, the departments authorized to use this authority have heretofore 
utilized it as the basis for the making of indemnity payments under 
certain contracts. The need for indemnity clauses in most cases 
arises from the advent of nuclear power and the use of highly volatile 
fuels in the missile program. The magnitude of the risks involved 
under procurement contracts in these areas have rendered commercial 
insurance either unavailable or limited in coverage. At the present 
time, military departments have specific authority to indemnify con- 
tractors who are engaged in hazardous research and development, but 
this authority does not extend to production contracts (10 U.S. C. 
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2354). Nevertheless, production contracts may involve items, the 
production of which may include a substantial element of risk, giving 
rise to the possibility of an enormous amount of claims, It is, there- 
fore, the position of the military departments that to the extent that 
commercial insurance is unavailable, the risk of loss in such a case 
should be borne by the United States. The Atomic Energy Com- 
mission now possesses similar indemnification authority by virtue of 
the enactment of the Price-Anderson Act last year (Public Law 
85-177 

In addition to the use of this authority for the indemnification of 
contractors engaged in production of hazardous items, the authority 
conferred by this bill has been used to effect amendments of contracts 
without consideration. This authority has proved both necessary 
and useful where the fulfillment of a defense contract has been im- 
paired by the financial condition of a contractor whose productive 
capacity was essential to the national defense. If such authority 
were not available, the result would often be default proceedings, 
reprocurement, perhaps at a higher cost, and loss of valuable time. 
This authority has also been used to provide relief for defense con- 
tractors where losses have resulted from inequitable action of the 
Government toward a particular contractor. In this manner, con- 
tractors have been encouraged to continue performance while pur- 
suing an administrative remedy rather than requiring them to refuse 
to proceed with a contract and undertaking such recourse as they 
might have at law. 

Also, under this authority to make amendments or modifications of 
contracts, the designated departments and agencies of the govern- 
ment may formalize informal commitments theretofore made by their 
personnel. In many situations where time is of the essence, it is not 
possible for an officer or employee to delay further performance under 
the contract while awaiting an amendment to it. A contractor 
may in such a situation furnish material or services without a formal 
contract but in reliance upon the oral commitment of a representative 
of the Government. Most frequently, however, such situations arise 
by virtue of changes of existing contracts by technical or other person- 
nel rather than by authorized contracting officers acting through 
normal contracting procedures. The Government in the situation 
is frequently confronted with conflicting desires. It has need of the 
materials and services which were rendered by the contractor in good 
faith, but it likewise has need to maintain a policy of permitting 
contracting only by authorized personnel through authorized pro- 
cedures. In permitting administrative formalization of informal 
commitments, this bill seeks to recognize the validity of these com- 
peting interests by permitting the formalization of an informal com- 
mitment, but requiring a finding by a responsible official within the 
agency that at the time the commitment was made it was impractical 
to use normal procurement procedure. The responsible officials who 
must make such a determination whenever the amount involved is in 
excess of $50,000 must be at, or above, the level of an assistant head 
of a department or agency, or his deputy, or at the level of a member 
of a contract adjustment board established within an agency or 
department. 

Under this legislation the appropriate departments and agencies 
would also have authority to make corrections of any mutual mistakes 
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which are made in contracts between the Government and those with 
whom it contracts. The mutual mistake may take the form of a 
mistake as to a material fact or it may constitute a failure to express 
in the written contract the agreement as both parties understood it. 
It may likewise be a mistake on the part of the contractor which was of 
such an obvious nature that it should have been apparent to the 
contracting officer. These are mistakes which may, and sometimes 
do, arise in a military procurement program of the magnitude of that 
now being undertaken by the Federal Government. 

A fourth category which was specifically authorized in title II and 
which is likewise authorized by this bill, is the making of advance 
payments. Such specific authorization is required by section 3648 of 
the Revised Statutes, as amended (31 U. S. C. 529), which provides 
in part that “No advance of public money shall be made in any case 
unless authorized by the appropriation concerned or other law * * *.” 

Under the Armed Services Procurement Act (10 U. S. C. 10307), 
and section 305 of the Federal Property and Administrative Services 
Act of 1949 (41 U.S. C. 255), advance payments are authorized only 
in the case of negotiated contracts. Consequently, if advance pay- 
ments are to be made on contracts entered into through formal 
advertising, some waiver of the restriction in section 3648 of the 
Revised Statutes is necessary. Advance payments have been found 
an effective means for rendering assistance to contractors where the 
nature of the contract requires large expenditures by the contractor 
prior to delivery and payment by the Government. Advance pay- 
ments are essentially loans to the ¢ ontrs actor not exceeding the contract 
price and as such the Government’s interest should be protected by 
adequate security. Both the Armed Services Procurement Act 
(10 U.S. C. 2307) and section 305 of the Federal Property and Admin- 
istrative Services Act require such security. The committee expects 
that the departments will similarly maintain such a requirement in 
any actions which may be taken pursuant to the authority granted 
by this legislation. 

While the authority to make advance payments was contained in 
title II of the First War Powers Act, and has been retained by this bill, 
the authority to make progress payments, which was present in title 
II, is not included within the authority conferred by this legislation. 
The information before the committee was to the effect that the 
military departments, which are the agencies of the Government 
most concerned with the exercise of this authority, did not utilize 
that authority in title II as the basis for making progress payments, 
and that its continued inclusion was therefore unnecessary. 

The authority of title II has heretofore been used to extend the 
time of performance on contracts and to waive provisions of con- 
tracts relating to liquidated damages where such extensions and 
waivers were required by the national defense. It is expected that 
under the broad authority conferred by this statute such extensions 
and waivers will continue to be granted. Considering the complex, 
highly technical nature of many military purchases and the pressure 
frequently exerted to obtain the products by the earliest possible 
delivery date, the most efficient contractors may find themselves 
unable to meet the performance date. Engineering and production 
difficulties inherent in producing a new or intricate item, temporary 
unavailability of raw materials or components, changes in specifica- 
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tions without changes in performance date—any or all of these may 
prevent a reliable and efficient supplier from completing performance 
within the date specified. Consequently, it is logical to suppose 
that the defense procurement agencies will continue under this 
statute to use the discretion granted them by title II to extend the 
time of performance and to waive liquidated damages in cases of 
merit and where essentiality is established. 

These are the areas in which the authority of title II has been 
utilized. They are also the areas in which it is expected that the new 
statute will apply. Even so, this bill maintains all of the restrictions 
which were contained in title II of the First War Powers Act. In 
addition, certain other restrictions have been added. The first of 
these would prevent the use of the authority granted by this bill to 
avoid the formal advertising pa ments of the law designed to assure 
formal competitive bidding for Government contracts. The second 
restriction which has been added forbids the use of the authority 
contained in this bill as justification for a waiver of any bid, payment, 
performance or other bond, required by law. The third restriction 
denies Government agencies the right to use these provisions as 
authority for the making of any progress payment. The fourth 
restriction forbids the use of this authority to increase the contract 
price to an amount higher than the lowest rejected bid of any respon- 
sible bidder. The fifth restriction would preclude the use of this 
authority for the formalization of an informal commitment unless it 
is found that at the time the commitment was made it was impractical 
to use normal procurement procedures. 

In addition to these restrictions, the legislation seeks to assure con- 
tinued surveillance of the actions taken pursuant to this authority by 
maintaining the existing authority of the Comptroller General to in- 
spect the books and papers of any contractor or any subcontractor 
relating to the performance of the contract which has been amended 
or modified or entered into pursuant to the authority contained in the 
act. As a further precaution, the legislation requires that every de- 
partment and agency acting under ‘authority of the act report by 
March 15 of each year to Congress the actions taken by that depart- 
ment or agency during the preceding calendary year. With respect 
to those actions which involve actual or potential cost to the United 
States in excess of $50,000 the report is required to include the name 
of the contractor, the actual or estimated potential cost involved, a 
description of the property or services involved, and a statement of 
the circumstances justifying the action taken. Only where the dis- 
closure of such information would be detrimental to the national 
security may this requirement be avoided. There is a further provi- 
sion in the bill which requires the publication in the Congressional 
Record of all such reports submitted to the Congress. 

As must be evident from the foregoing explanation, the authority 
contained in this bill is similar to that which has heretofore been 
granted by the Congress in succeeding extensions since the Korean 
conflict. It is extraordinary authority which is justifiable only by 
reason of the emergency conditions of world affairs. While it is broad 
in its scope, and therefore subject to abuse, the legislation is sur- 
rounded with protections designed to minimize those possibilities. 
The instant bill gives due recognition of the fact that the emergency 
conditions which necessitated the existence of this authority in the 
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first instance is such that it is not likely to dissipate within any short 
period of time. As a consequence, it seems desirable to forego the 
requirement that the Congress renew this authority by extensions of 
a year or 2 years in duration. The confinement of the operation of 
this legislation to the period of national emergency, plus 6 months, 
with the accompanying authority in the Congress to terminate the 
authority at an earlier date by concurrent resolution, represents in 
the view of the committee, sufficient residual authority to assure that 
if the powers granted are not at some point needed they may be with- 
drawn on the initiative of the Congress. Under these conditions, 
and with the understanding set forth in this report, the committee 
believes that the legislation is meritorious and should be favorably 
considered, 

Title II of the First War Powers Act, which this bill replaces, 
expired according to its terms on June 30, 1958. For this reason, 
there is no provision in this bill for its repeal. Further, since the 
language of this bill is to be new law, literal compliance with sub- 
section (4) of rule XXIX of the Standing Rules of the Senate would 
mean that the text of the bill would simply be set forth entirely in 
italic. Since the committee does not believe such procedure to be in 
accord with the intent of the requirements of the above mentioned 
rule, the text of the bill has not been set forth in italic at the end of 
this report. 

Attached to this report is the letter of transmittal which accom- 
panied the submission of the draft of this legislation to the Congress. 
Also appended are letters from various agencies authorized to utilize 
the authority granted by this bill. There is also attached a letter 
under date of June 18, 1958, signed by the Comptroller General 
of the United States. 





THE SECRETARY OF DEFENSE, 
Washington, June 2, 1958. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatwes. 

Drar Mr. Speaker: There is enclosed a draft of legislation to 
authorize the making, amendment, and modification of contracts to 
facilitate the national defense. 

This proposal is part of the Department of Defense legislative 
program for 1958, and the Bureau of the Budget has advised that 
there would be no objection to its transmittal to the Congress. It is 
recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to enact into permanent law, with 
certain exceptions, the authority now contained in title II, First War 
Powers Act, 1941 (55 Stat. 838), as amended, which will expire on 
June 30, 1958. This authority would be effective only during the 
current and any other national emergency declared by the Congress 
or the President and for 6 months after the termination thereof. 

The proposed legislation generally provides that during a national 
emergency the President may authorize any department or agency of 
the Government which exercises functions in connection with the 
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prosecution of the national defense effort, to enter into contracts or 
into amendments or modifications of contracts and to make advance 
payments thereon without regard to other provisions of law relating 
to contracts whenever he deems such action would facilitate the 
national defense. 

Pursuant to such authority, as is now the case under title IT of the 
First War Powers Act, such a department or agency would be em- 
powered to amend or modify a Government contract without addi- 
tional consideration where, for example, an actual or threatened loss 
on a defense contract would impair the productive capacity of a con- 
tractor whose continued existence is needed for the national defense. 

Similarly, such legislation would authorize the correction of mis- 
takes and ambiguities in contracts and the formalization of informal 
commitments. When procurement is large scale, as is the case today 
and in the foreseeable future, there will, despite careful procedures, 
inevitably be some mistakes by the Government and contractors in 
making contracts and some failures on both sides to formalize agree- 
ments. Extension of time of performance on contracts and waiver 
of liquidated damages where justified would also be permitted under 
the legislation. 

The proposed bill would enable the military departments to deal 
with these individual situations expeditiously, fairly, and without 
interruption of contract performance. Moreover, the authority 
sought will be of general value to the whole procurement program, 
because of the assurance it gives all contractors that, if these diffic ul- 
ties arise, they will be promptly handled. Many of these adjustments 
are acc omplishe .d by overseas commands with foreign contractors 
These are important in maintaining the prestige of the United States 
and in preserving amicable relations with friendly countries. Do- 
mestically, many of the adjustments have been made with small 
business concerns participating in the defense effort. 

In addition, advance payments on contracts would be authorized 
and particular coniract clauses such as an indemnity provision for 
otherwise noninsurable risks may be provided. In a large and com- 
plex defense program, unexpected situations inevitably develop for 
which existing statutory authority other than that currently provided 
under title II of the First War Powers Act has proved inadequate, 
although the problems presented must be resolved to assure uninter- 
rupted performance of contracts vital to our national defense. Fail- 
ure to resolve these problems promptly would surely result in serious 
impediments to the readiness of our defense forces. Such authority 
is considered a vital supplement to existing general contracting 
authority. 

In view of the need of maintaining our defense efforts on a large 
scale during the current and any future national emergency, it is con- 
sidered desirable that such authority be enacted on a permanent basis 
subject to appropriate restrictions. This objective is embodied in the 
propose «1 legislation transmitted herewith. 

The proposed legislation would enact into permanent law for use 
during periods of national emergency much of the authority now con- 
tained in title IL of the First War Powers Act. However, it is expressly 
provided therein that it shall not constitute authority for— 

(a) The use of the cost-plus-a-percentage-of-cost system of con- 
tracting; 
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(b) Any contract in violation of existing law relating to limita- 
tion of profits; 

(c) The negotiation of purchases of, or contracts for, property 
or services required by law to be procured by formal advertising; 

(d) The waiver of any bid, payment, performance, or other bond 
required by law; 

The amendment of a contract negotiated under section 2304 

(a) (15), title 10, United States Code, or under section 302 (c) (13) 
of the Federal Property and Administrative Services Act of 1949, 
as amended (63 Stat. 377, 394), to increase the contract price to 
an amount higher than the lowest rejected bid of any responsible 
bidder; or 

(f) The formalization of an informal commitment, unless it is 
found that at the time the commitment was made it was imprac- 
ticable to use normal procurement procedures. 

Provisions similar to those now contained in title IT, First War 
Powers Act, regarding the making of actions taken under this authority 
a matter of public record and the inspection of contractors and sub- 

contractor records by the Comptroller General have been incorporated 

in the legislation. However, the latter has been modified to incor- 
porate certain limitations contained in the act of October 31, 1951 
65 Stat. 700). 

As drafted the legislation not only contains those limitations already 
found in title II of the First War Powers Act but also follows the intent 
of those restrictions voluntarily agreed to by the Department of 
Defense in connection with extension of that act in the last session of 
Congress (Sen. Rep. No. 1152, on H. R. 7536, 85th Cong., 1st sess.). 
Enactment of this legislation would render further extensions of that 
act unnecessary. 

COST AND BUDGET DATA 


The enactment of this legislation would cause no apparent increase 
the budgetary requirements of the Department of Defense. 
Sincerely yours, 


Nett McE roy. 


NATIONAL ADVISORY COMMITTEE FOR aged 
Washington, D. C., June 16, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Re presentative s, Washington, dD. QC. 

Dear Mr. Crxier: Your letter of June 13, 1958, requested the 
views of the National Advisory Committee for Aeronautics on H. R. 
12894, a bill to authorize the making, amendment, and modification 
offcontracts to facilitate the national “defense. 

The NACA endorses the proposed legislation. 

The counsel to the subcommittee, Mr. Murray Drabkin, has been 
advised that NACA does not desire to testify on this bill. 

The Bureau of the Budget has informed us that it has no objection 
to the submission of this report. 

Sincerely yours, 
Hvueu L. Drypen, Director. 
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THE SECRETARY OF COMMERCE, 
Washington, D. C., June 18, 1958. 
Hon. EManvet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This letter is in reply to your request of 
June 13, 1958, for the views of this Department with respect to 
H. R. 12894, a bill to authorize the making, amendment, and modifi- 
cation of contracts to facilitate the national defense. 

The Department recommends enactment of H. R. 12894. 

The legislation would make permanent, with certain exceptions, 
the authority now contained in title II of the First War Powers Act 
(50 U.S.C. App. 611), as amended. The exercise of title II authority 
permits defense agencies to enter into contracts and necessary adjust- 
ments thereof without regard to the provisions of law relating to the 
making, performance, amendment, or modification of contracts when 
such action would facilitate the national defense. 

The limitations to such authority, set forth in section 2 of the bill, 
include exceptions already found in title II and in essence those 
voluntarily agreed to by this Department and other departments and 
agencies using such authority when title II was last extended in 1957. 

“The Department of Commerce does not make extensive use of this 
authority. However, our interest is considerably enlarged because 
businessmen who have contracted with agencies other than Commerce 
turn to us for assistance when circumstances beyond their control 
create hardships in the fulfillment of such contracts. Such legislation 
is necessary to enable contracting agencies to give relief in such cases. 

The Department, therefore, recommends enactment of H. R. 12894. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 





Unitep Strares Atomic EnerGy Commission, 
Washington, D. C., June 18, 1958. 
Hon. EManven CELier, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cetter: This is in response to your letter of June 13, 
1958, requesting the Atomic Energy Commission’s views on H. R. 
12894, a bill to authorize the making, amendment, and modification 
of contracts to facilitate the national defense. For reasons similar to 
those set forth in the letter eoEpe ne this bill, dated June 2, 1958, 
from Hon. Neil McElroy to Hon. Sam Rayburn, we recommend 
favorable action thereon. 

As we understand it, this bill would enact permanently, with certain 
restrictions, title II of the First War Powers Act, 1941 (hereinafter 
referred to as the ‘First War Powers Act’’), which will presently 
expire on June 30, 1958. However, it is expressly provided in section 
4 that this bill “shall be effective only during a national emergency 
declared by Congress or the President and for six months after the 
termination thereof.” 
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The Atomic Energy Commission has exercised the authority con- 
ferred upon it by the First War Powers Act, and the Executive orders 
issued pursuant thereto, in only a limited number of cases. One of 
the reasons for this is the special authority with respect to contracts 
which our agency possesses by virtue of the Atomic Energy Act of 
1954, as amended (hereinafter referred to as the “act’’). For example, 
the President may, pursuant to section 162 of the act, exempt the 
Atomic Energy Commission from the provisions of law relating to 
contracts when he has determined that such action is essential in the 
interest of the common defense and security. In addition, the act 
gives us authority to make advance payments under many contracts, 
as well as the power to indemnify contractors against nuclear hazards. 

However, despite the other authori ity mentioned abov e, we believe 
there are certain situations in which it is desirable for us to utilize the 
provisions of the First War Powers Act. For instance, our agency 
would be required to present proposals for certain contract modifica 
tions pursuant to section 162 of the act directly to the President, 
whereas a determination to make the same modifications under the 
First War Powers Act might be made within our own organization. 
Because of the heavy workload which must be borne by the President, 
the latter procedure appears to us to be preferable in most cases 

Our agency already operates under statutory or self-i -impose od 
limitations closely resembling the restrictions which this bill would 
place upon the use of authority under the First War Powers Act and, 
therefore, we do not think that this bill contains any new features 
which might adversely affect our activities. 

The Bureau of the Budget has advised that it has no objection to the 
submission of this report. 

Sincerely yours, 
——— ———, General Manager. 





FEDERAL Civit DEFENSE ADMINISTRATION, 
NATIONAL HEADQUARTERS, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., June 18, 1958. 
Hon. EMANUEL CELLER, 
Chairman, House Judiciary Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in reply to your letter of June 13, 
1958, requesting the views of the Federal Civil Defense Administra- 
tion on H. R. 12894, a bill to authorize the making, amendment, and 
modification of contracts to facilitate the national defense. 

H. R. 12894 would enact into permanent legislation, with certain 
limitation, authority similar to that now contained in title II of the 
First War Powers Act. 

Title II of the First War Powers Act will expire on June 30, 1958. 
The Federal Civil Defense Administrator is authorized by the Presi- 
dent to exercise powers and functions contained in title II of -the 
First War Powers Act with respect to (a) emergency and develop- 
mental contracts (6) specialized contracts, (c) contracts pursuant to 
delegations of authority from any other department or agency, 
(dq) contracts with respect to an aetivity approved pursuant to the 
provisions of section 405 (3) of the Federal Civil Defense Act of 1950, 
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With the termination of title II of the First War Powers Act, 
authority along the lines contained in H. R. 12894 would be essential 
to the performance of the functions by the Federal Civil Defense 
Administration currently carried out through the exercise of powers 
contained in title II of the First War Powers Act. The provisions 
contained in H. R. 12894 appear well designed to meet the needs of 
this agency. Accordingly, the Federal Civil Defense Administration 
urges the enactment of H. R. 12894. 

Sincerely, 
Leo A. Horan. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., June 18, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuatrMan: Further reference is made to your letter of 
June 13, 1958, requesting our views on H. R. 12894 and advising of 
the hearing scheduled for June 19, 1958. 

The proposed legislation would enact into permanent law, with 
certain exceptions, the authority now contained in title II of the 
First War Powers Act, 1941 (55 Stat. 838), as amended, which will 
expire on June 30, 1958. The law would be effective only during a 
national emergency declared by Congress or the President and for 6 
months after the termination thereof. 

Title II gives the President syed to authorize any agency of the 
Government which is exercising . functions connected with the 
national defense to make or e aty contracts without regard to 
other laws relating to Government contracts whenever such action 
will facilitate the national defense. 

Since reactivation of the basic law (55 Stat. 838) in 1951, title I] 
thereof relating to contracts has been successively extended by the 
Congress to (1) June 30, 1953 (Public Law 426, 82d Cong.), (2) 
June 30, 1954 (Public Law 97, 83d Cong.), (3) June 30, 1955 (Public 
Law 443, 83d Cong.), (4) June 30, 1957 (Public Law 58, 84th Cong.), 
and (5) June 30, 1958 (Public Law 85-306, 85th Cong.). Those 
extensions were stated to be in recognition of the need for such emer- 
gency authority during periods of continued international unrest. 

When the last two extensions of title II were proposed we reported 
that we had no objection to the extensions in view of the intended 
purpose of the title I] powers and the manner in which they were being 
administered. We have no recent information on the need for con- 
tinuing the authority, as proposed in the draft bill, and therefore 
express no opinion as to its desirability. 

Inasmuch as we have nothing further to add, we do not intend to 
have witnesses appear at the hearing on June 19, 1958. 

Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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Unirep SraTes GOVERNMENT PRINTING OFFICE, 
Washington, D. C., June 18, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
(Attention: Mr. Murray Drabkin, counsel.) 

Dear Str: I am happy to acknowledge receipt of your letter of 
June 13, 1958, requesting comments on proposed legislation presented 
by H. R. 12894, to authorize the making, amendment, and modifica- 
tion of contracts to facilitate the national defense. 

This matter has been given our consideration. The language of 
the bill appears to be effective only during a national emergency 
declared by the Congress or the President, and for 6 months after 
the termination thereof. During the last national emergency we 
operated under similar authority and found it to be of benefit to the 
Government. The adoption of this bill is therefore recommended. 

We do not believe it necessary to be present at the hearing of this 
bill on Thursday, June 19, 1958, as there would be little to contribute 
in addition to the views expressed here. 

Very truly yours, 
RayMonp BLATTENBERGER, 
Public Printer. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 23, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Drar Mr. Cretier: Your committee has requested a report on 
H. R. 12894, a bill to authorize the making, amendment, and modi- 
fication of contracts to facilitate the national defense. 

The Department recommends the enactment of this bill. 

The purpose of this legislation is to enact into permanent law, with 
certain exceptions, the authority now contained in title IT, First War 
Powers Act, 1941 (55 Stat. 838), as amended, which will expire on 
June 30, 1958. It generally provides that the President may author- 
ize any department or agency of the Government which exercises 
functions in connection with the prosecution of the national defense 
effort, to enter into contracts or into amendments or modifications of 
contracts and to make advance payments thereon, without regard to 
other provisions of law relating to contracts whenever he deems such 
action would facilitate the national defense. 

The authority of the First War Powers Act was assigned by Execu- 
tive Order 10298 (16 Fed. Reg. 11135) to 4 bureaus of this Depart- 
ment—1. e., Bureau of Reclamation, Bonneville Power Administration, 
Geological Survey, and Bureau of Mines. During the Korean period, 
this authority was exercised in a few instances, but has not been used 
for several years, since our requirements have been obtainable under 
normal procurement procedures. As far as the Department of the 
Interior is concerned, an extension of the specific authority cannot be 
supported under current conditions. Because of its possible need 
during times of national emergency, however, we are of the opinion 
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that the proposed legislation should be enacted, and the powers con- 
tained therein continued for application if justified by changed 
conditions. 

The bill, if enacted, would not result in additional cost to the De- 
partment. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
D. Otts BrAstey, 
Administrative Assistant to Secretary of the Interior. 


TENNESSEE VALLEY AUTHORITY, 
Knoxville, Tenn., June 24, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CeLier: You requested in your letter of June 13, 1958, 
TVA’s views on H. R. 12894, a bill to authorize the making, amend- 
ment, and modification of contracts to facilitate the national defense. 
You also invited TVA representatives to testify at the June 19 hearing 
on the bill. 

I understand that Miss Owen, of our Washington office, informed 
your office that TVA did not wish to present any witnesses at the 
hearing. We appreciate the invitation, however, and also this 
opportunity to give in writing our comments on the bill. 

With certain exceptions, H. R. 12894 would continue indefinitely 
the special contract authority which has heretofore been provided on 
a temporary basis under title II of the First War Powers Act, as 
amended. The principal exception is that the bill omits the : authority 
to negotiate contracts for property or services which are otherwise 
required by law to be procured by formal advertising. Thus, the 
authority under the bill would be limited essentially to the amend- 
ment or modification of contracts after they have been made. The 
exercise of such authority would also be restricted to periods of 
national emergency. 

The special contract authority provided by the First War Powers 
Act was extended to TVA by Executive Order 10231. TVA has used 
the authority to make contracts without competitive bidding on 
several occasions as a means of saving procurement time and expediting 
the operation date of facilities important to national defense. TVA 
has also utilized in a few instances the authority to amend existing 
contracts without legal consideration as a means of correcting in- 
equities. We think the actions we have taken in these regards 
have contributed to the national defense and that continuation of 
authority to take such actions in the future, both as to making and 
amending contracts, would be in the national interest. While we 
would prefer that new legislation continue both types of authority, 
we believe the bill would represent desirable legislation. 

Because of the time limitation involved, we have been unable to 
ascertain from the Bureau of the Budget whether the above views 
accord with the President’s program. 

Sincerely yours, 
Hersert D. Vocet, 
Chairman of the Board, 


O 
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Avcust 9, 1958.—Filed under authority of the order of the Senate of 
L958, and ord “ead to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted 
following 


REPORT 


[To accompany H. R. 7728] 

The Committee on the Judiciary, to which was referred the bill 
(H. R. 7738), for the relief of the State of New York, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to pay the State of New 
York the sum of $432.07 in full settlement of its claims against the 
United States for a refund of employment a under the Federal 
Insurance Contributions Act erroneously paid by the State of New 
York during the period of September 30, 1946, through September 30, 
1947. 

STATEMENT 


Follett L. Greeno, managing agent of the Rochester emergency 
housing project operated by the city of Rochester, N. Y., paid em- 
plover taxes for the project for the period of September 30, 1946, 
through September 30, 1947. The project was under the supervision 
of the New York State Division of Housing and Mr. Greeno, in 
accordance with its instructions, made the deductions from employee 
wages for social security and State unemployment taxes with remit- 
tances being made to the United States collector of inte — revenue. 

On February 20. 1948, Mr. Folleit L. Greeno s advised in ale iver 
from whe disir LIverhe revenue offi eC tne t i ede ai et ee ment taxes 
were hot applical le to the project, and he 2. etenaiaiad ho. to remit 
any further taxes deducted under the Sociel Securivy Act. A totalhy 


inconsistent direciion was received on November 23, 1948, from 


Internal Revenue requiring Mr. Greeno to file an affidavit setting 
forth why no tax remittances had been filed since February 20, 1948, 
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and to pay all accumulated taxes for that period immediately. This 
direction was complied with, and regular remittances were resumed. 

In March of 1950 Mr. Greeno received a letter which referred to the 
letter of February 20, 1948, and called attention to the applicable 
statute of limitations concerning recovery of “‘taxes erroneously paid.” 
He forwarded this letter to the New York State Division of Housing 
and requested instructions. He was instrueted to file a claim for 
refund, but the refund for the amounts paid during the period de- 
scribed in the bill was refused since the statute of limitations had run. 

The total amount payab le to the State of New York as provided 
in the proposed bill is $432.07. The reason this amount was not 
refunded was due to the fact that the time for filing such claims had 
expired before application for refund was filed because the limitations 
period had run. The Treasury Department in its report to the 
House committee on the bill indicated that it is 5 «1 to the same. 

The positions taken by the Bureau of Internal Revenue in regard 
to these taxes was contradictory and inconsistent. The direction of 
November 23, 1948, required the conclusion that payment of the 
taxes in question was mandatory and the subsequent letter noting 
that the time within which to apply for the return of “‘taxes erroneously 
paid’? was about to expire only served to compound the confusion. 
In view of the above facts the committee recommends favorable 
consideration of H. R. 7738 without amendment. 

Attached hereto and made a part hereof is the report of the Treasury 
Department to the Honorable Emanuel Celler, chairman of the 
Committee on the Judiciary of the House of Representatives. 

TreAsuRY DEPARTMENT, 
Washington, August 5, 1957. 
Hon. Emanvet CELLeEr, 
Chairman, Committee on the Judiciary, 
House of Re prese ntative S: Washington, dD. ‘6 

My Dear Mr. Crarrman: This letter is in response to your requests 
of May 28 and 29, 1957, for the views of the Treasury Department on 
H. R. 7738 (85th Cong., Ist sess.) entitled “A bill for the relief of the 
State of New York” and H. R. 7746 (85th Cong., Ist sess.) entitled 
“A bill for the relief of Elmer L. Conrad and others.”’ 

H. R. 7738, if enacted, would authorize the Secretary of the Treasury 
to pay to the State of New York the sum of $432.07 in full settlement of 
its claims against the United States for refund of employment. tax 
under the Federal Insurance Contributions Act during the period of 
September 30, 1946, through September 30, 1947, which refund was 
rejected because it was barred by the statute of limitations. 

H. R. 7746, if enacted, would authorize the Secretary of the Treasury 
to pay an aggregate of $432.07 (in sums ranging from 14 cents to 
$33.06) to Elmer L. Conrad and 34 other named individuals in full 
settlement of their claims against the United States for a refund of 
employment tax under the Federal Insurance Contributions Act 
withheld from their wages during the period of September 30, 1946, 
through September 30, 1947, which refunds were refused because 
barred by the statute of limitations. Both bills provide that ne part 
of the amount appropriated therein shall be paid to any agent or 
attorney in connection with the claims. 
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These two bills would obtain substantially the same result as H. R. 
1093 (84th Cong., 2d sess.) entitled, ‘‘A bill for the relief of Follett L. 
Greeno,”’ the enactment of ‘ones was not favore d by this Department 
for the reasons set forth in this Department’s report of May 21, 1956, 
. on H. R. 1093 to your committee. 
The employee and employer taxes involved in this case were paid 
for the period of September 30, 1946, through September 30, 1947, 
by Mr. Follett L. Greeno as managing agent of the Rochester emer- 
gency housing project which was operated by the city of Rochester, 
N. ¥. The records of the Internal Revenue Service indicate that, 
in April 1947, and at various prior times, Mr. Greeno was asked by 
the district director’s office at Buffalo, N. Y., to forward certain doc- 
uments relating to the housing project in order to ascertain whether 
employment in such project was exempt from taxes imposed by the 
Federal Insurance Contributions Act (FICA). Mr. Greeno advised 
that he had no authority to furnish such documents. On August 18, 
| 1947, the district director's office at Buffalo informed Mr. Greeno— 
| pm that a decision has not yet been reached * * * as to the 
taxable status of housing projects similar to yours * * *,. However, 
| if you care to continue to forward the tax you may do so and you will 
be advised as soon as possible re your liability.” 
| On February 20, 1948, the district director’s office wrote to Mr. 
| Greeno and informed him that the taxes imposed by the FICA did 
not apply to his project because of an exemption for service performed 
in the employ of a State or any of its political subdivisions and further 
stated: 
“In the future, please do not remit to this office any further tax 
deducted under the Social Security Act.” 
On March 25, 1948, the district director’s office forwarded to Mr. 
| Greeno a prepared form of claim for refund of the FICA taxes in- 


volved here but this refund claim was not filed. 

H Copies of correspondence from Mr. Greeno to others, which are 
| contained in the Service’s files, indicate that during the period involved 
| in this case Mr. Greeno contended, contrary to the prior ruling of the 
| district director’s office, that the employment taxes were properly 
payable in order that the employees would be covered by social 
| security. It does appear that on November 23, 1948, a deputy collec- 
| tor on a personal field investigation advised Mr. Greeno that FICA 
taxes were applicable to employment in the Rochester emergency 
| housing project but the records of the Service do not indicate the 
ground upon which the deputy collector purported to act. 

On March 3, 1950, the district director’s office again wrote to Mr. 
Greeno to advise him that the taxes previously paid by him had been 
placed in a suspense account awaiting a claim for refund, and that: 

“* * * the statute of limitations for the recovery of this money is 
4 years. Your failure to make and file the necessary claim for refund 
within the 4-year period will bar any rights you may have for recovery 
of this money.” 

At the time the above letter was written it appears that there still 
remained almost 10 months before the statute of limitations would 
have barred refund of the taxes collected during the earliest period 
involved here (i. e., the quarter ended Dee ember 31, 1946) and that 
there still remained about 19 months before the statute of limitations 
| would have barred refund of the taxes collected during the latest 

period involved here (i. e., the quarter ended September 30, 1947). 
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On July 27, 1951, the district director’s office again wrote to Mr. 
Greeno, referred to its prior letters of March 25, 1948, and March 30, 
1950, and advised him to file a claim for refund limited to the amount 
which had not been barred by the statute of limitations. On August 
i4. 1951. the national office ruled in a letter to Mr. Greeno that em- 
ployment on his project was exempt from tax under FICA and ad- 
vised him to file claims for refund. At the time that the last 2 
above-mentioned letters were written, it appears that Mr. Greeno 
still had more than 1 month in which to file a claim for refund of the 
FICA taxes for the last quarter involved here, 1. e., July 1 through 
September 30 1947. 

A claim for refund of the FICA taxes in question was not filed 
until November 19, 1951, at which time the claims were barred by 
the statute of limitations. ; 

From the information available to this Ds partment it 
Mr. Greeno was adequately informed as to the n 
claims for refund of the taxes here involved. 

Congress has determined it to be a sound policy to include in the 
revenue system a statute of limitations, by the operation of which, 


ible for the Government to 
collect additional taxes or for the taxpayer to obtain refund for tax 
overpayments. The granting of special relief in the case of taxes 
erroneously collected, the refund of which is not claimed in the time 
and manner prescribed by law, constitutes a discrimination against 
other taxpayers similarly situated. The circumstances in this case 


after a period of time, it becomes impossi 


would seem to furnish e 1 more compelling reason for aenving 
special relief. 

For the reasons stated above, the Treasury De partment is not in 
favor of the enactment of the proposed legislation. 

The Director, Bureau of the Budget, has advised the Treasurv 
Dep: rtment that there is no objection to the presentation of this 
report. 

Very truly yours 
Dan Turoop SMITH, 
Di Pp wy to the Se retary. 
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REPORT 
MAIi 
[To accompany H. R. 7866] READING ROOM 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 7866) to amend title 28, United States Code, relating to the 
Court of Customs and Patent Appeals, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


On page 5, commencing with line 8, strike out all down to and 
including line 18 on page 6 and insert in lieu thereof the following: 


(b) Any judge of the United States who has retired from 
regular active service under section 371 (b) or 372 (a) of this 
title shall be known and designated as a senior judge and may 
continue to perform such judicial duties as he is willing and 
able to undertake, when designated and assigned as pro- 
gr in subsections (c) and (d). 

c) Any retired circuit or district judge may be designated 
ia assigned by the chief judge or judicial council of his cireuit 
to perform such judicial duties within the circuit as he is 
willing and able to undertake. Any other retired judge of 
the United States may be designated and assigned by the 
chief judge of his court to perform such judicial duties in such 
court as he is willing and able to undertake. 

(d) The Chief Justice of the United States shall maintain 
a roster of retired judges of the United States who are willing 
and able to undertake special judicial duties from time to 
time outside their own circuit, in the case of a retired circuit 
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or district judge, or in a court other than their own, in the 
case of other retired judges, which roster shall be known as 
the roster of senior judges. Any such retired judge of the 
United States may be designated and assigned by the Chief 
Justice to perform such judicial duties as he is willing and 
able to undertake in a court outside his own circuit, in the 
case of a retired circuit or district judge, or in a court other 
than his own, in the case of any other retired judge of the 
United States. Such designation and assignment to a court 
of appeals or district court shall be made upon the presen- 
tation of a certificate of necessity by the chief judge or circuit 
justice of the circuit wherein the need arises and to any other 
court of the United States upon the presentation of a certifi- 
cate of necessity by the chief judge of such court. No such 
designation or assignment shall be made to the Supreme 
Court. 
PURPOSE 


The purpose of the proposed legislation, as amended, is to amend 
section 211 of title 28 of the United States Code so as to declare the 
United States Court of Customs and Patent Appeals to be a court 
established under article IIT of the Constitution of the United States. 

It would also amend sections 291, 292, 293, 294, and 295 of title 
28 of the United States Code which relate to the temporary assign- 
ment of circuit and district judges, both active and retired, who sit 
outside of their circuits and districts, by providing for their assign- 
ment, under specified conditions, of a circuit or district judge by the 
Chief Justice of the United States or a judge of the Customs Court by 
the chief judge of that court to serve temporarily on the Court of 
Customs and Patent Appeals. It would also authorize the Chief 
Justice of the United States to assign temporarily a judge of the 
Court of Customs and Patent Appeals, whether active or retired, 
under specified conditions, to perform duties in a court of appeals or 
a district court and the chief judge of the Court of Customs and 
Patent Appeals may assign a judge of that court to serve temporarily 
in the Customs Court. The bill also would permit the assignment 
of judges between the Court of Customs and Patent Appeals and the 
Court of Claims. 

STATEMENT 


The principal purpose of the bill, as amended, is to settle the status 
of the Court of Customs and Patent Appeals by declaring it to be a 
constitutional court. The court is now constituted under section 211 
of title 28, United States Code, and is classified as a legislative court. 
Section 1 of the bill would amend section 211 so as specifically to 
declare the court “to be a court established under article [II of the 
Constitution of the United States.” 

The cases over which the Court of Customs and Patent Appeals 
has jurisdiction come within the judicial power of the United States 
as set forth in article II], which provides that such judicial power shall 
extend to controversies to which the United States shall be a party. 
Prior to the creation of the court by the Tariff Act of 1909 the jurisdic- 
tion which it now exercises to review decisions of the Customs Court 
(until 1926 called the Board of General Appraisers) was exercised by 
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the former circuit courts of the United States under section 15 of the 
Customs Administrative Act of June 10, 1890 (ch. 407, 26 Stat. 138). 
The old circuit courts were, of course, constitutional courts. And 
prior to April 1, 1929, the jurisdiction which the court now exercises 
to review decisions of the Patent Office was exercised by the Court of 
Appeals for the District of Columbia, a constitutional court. See 
the act of March 2, 1929 (ch. 488, 45 Stat. 1476). Thus there can be 
no doubt that the Court of Customs and Patent Appeals should be 
a constitutional court. 

Similar legislation was enacted by the 83d Congress establishing 
the Court of Claims as a constitutional court (act of July 28, 1953, 
ch. 253, 67 Stat. 226) and by the 84th Congress establishing the 
Customs Court as a constitutional court (act of July 14, 1956, ch. 589, 
70 Stat. 532). There has never been any revisory power in the execu- 
tive or legislative branches of the Government over the decisions of 
the Court of Customs and Patent Appeals. On the contrary its deci- 
sions are final, subject only to review by the Supreme Court of the 
United States. The bill will remove all doubt as to the status and 
source of authority of the court by making it explicitly clear that it 
is established under and derives its judicial power from article III of 
the Constitution. 

Another purpose of the bill is to authorize the judges of the Court of 
Customs and Patent Appeals to be assigned temporarily to any 
United States court of appeals or district court needing such assistance 
Under the present law they may be assigned only to the Court of 
Appeals and District Court of the District of Columbia. The bill also 
would authorize judges of the Court of Customs and Patent Appeals 
to be assigned to the Customs Court and vice versa. The assignment 
of Fedefal judges to temporary duty in other courts is now provided 
for by chapter 13 (sec. 291 to 296) of title 28, U.S. Code. The recent 
legislation relating to the Court of Claims and the Customs Court 
made various amendments to these sections to authorize assignment 
of judges between those courts and the United States courts of appeals 
and district courts. Since the Court of Customs and Patent Appeals 
is the last of these special courts to be thus fully integrated into the 
Federal judicial system it is appropriate that both the old and new 
assignment provisions relating to it should, so far as possible, be placed 
in the appropriate sections of chapter 13 of title 28 in the form of 
general provisions applicable to all three special courts. This neces- 
sitates, in the interest of clarity and uniformity, the transfer of some 
existing provisions from one section to another. This is all accom- 
plished by sections 2 to 7 of the bill. A detailed explanation of the 
effect of each section follows. 

Section 2 amends section 291 of title 28, United States Code, which 
relates to the assignment of circuit judges. In the interest of clarity 
and uniformity the present provisions of section 293 for the assign- 
ment of circuit judges to the Court of Customs and Patent Appeals 
are transferred to section 291 where they properly belong and are 
consolidated with the present provisions of that section for the 
assignment of circuit judges to the Court of Claims, constituting 
new subsection (b). The present provisions of subsection (a) of 
section 291 for the assignment of judges of the Court of Claims to 
serve as circuit judges in the circuits and of subsection (b) for the 
assignment of judges of the Court of Customs and Patent Appeals 
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or the District Court of the District of Columbia do not properly 
belong in section 291, and accordingly are transferred by sections 2 
and 4 of the bill to section 293 of title 28 as subsection (a) thereof in 
the interest of clarity and are made uniformly all-inclusive. Thus 
section 291, which is headlined “Circuit judges,” will deal exclusively 
with the assignment of circuit judges and will cover their assignment 
to all courts, including the Court of Claims and the Court of Customs 
and Patent Appeals. 

Section 3 amends section 292 of title 28, United States Code, which 
relates to the assignment of district judges. In the interest of clarity 
and uniformity the present provisions of section 293 for the assignment 
of district judges to the Court of Customs and Patent Appeals are 
transferred to section 292 where they properly belong. Section 292 
now contains in subsections (d) and (f) provisions for the assignment 
of district judges to the Court of Claims and the Customs Court. 
These similar provisiens for all three courts are by section 3 of the 
bill consolidated in subsection (d) of section 292. 

The present provisions of subsection (e) of section 292 for the 
assignment of judges of the Court of Claims to district courts do not 
properly belong in section 292 and accordingly are transferred by 
sections 3 and 4 of the bill to section 293 of title 28 and including in 
subsection (a) of that section in the interest of clarity, and uniformity. 
Thus olan 292, which is headlined ‘District judges,” will deal 
exclusively with the assignment of district judges and will cover their 
assignment to all courts, including the Court of Claims, the Court 
of Customs and Patent Appeals, and the Customs Court. 

Sections 4 and 7 amend section 293 of title 28, United States Code, 
by changing its headline to read: ‘Judges of other courts,” by desig- 
nating as subsection (b) the present second paragraph of that section 
relating to the assignment of judges of the Customs Court to serve 
in district courts, by substituting for the present first paragraph 
of the section a new subsection (a), and by adding a new subsection (c). 
The bill transfers to and includes in the new subsection (a) of section 
293 the present provisions of sections 291 and 292 for the assignment 
of judges of the Court of Claims and the Court of Customs and 
Patent Appeals to perform judicial duties in the courts of appeals 
and district courts. But in the case of the Court of Customs and 
Patent Appeals these provisions, which now authorize such assign- 
ment only to the courts of the District of Columbia, are broadened 
to authorize the assignment of the judges of that court ‘to perform 
judicial duties in any circuit either in a court of appeals or district 
court”? and the same broad language is used in the case of the judges 
of the Court of Claims. Subsection (c) authorizes the chief judge of 
the Court of Customs and Patent Appe ‘als to make temporary assign- 
ments of judges from the Court of Customs and Patent Appe als to 
the Customs Court and vice versa, when the public interest requires 
it. The authority thus vested in the chief judge is analogous to that 
vested in the chief judge of a circuit with respect to the assignment 
of circuit and district judges within his circuit. Thus section 293, 
which will be headlined “Judges of other courts,”’ will deal with the 
assignment of judges of the three special courts, 1. e., the Court of 
Claims, the Court of Customs and Patent Appeals and the Cusoms 
Court, to the courts of appeals and district courts. 
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Section 5 is directed to section 294 of title 28, United States Code, 
which provides for the assignment of retired judges to active duty. 
It amends subsections (b) and (c) of that section by transferring to 
subsection (c) and extending to the judges of the Court of Customs 
and Patent Appeals and the Customs Court the provisions of the 
second paragraph of subsection (b) that a retired judge of the Court 
of Claims may be assigned by the Chief Justice of the United States 
to perform such judicial duties in any circuit as he is willing to under- 
take or may be called upon by the ¢ thief judge of his court to perform 
such judicial duties therein as he is willing to undertake. As amended 
subsection (c) will accordingly provide that any retired judge of the 
Court of Claims, the Court of Customs and Patent Appeals or the 
Customs Court may be assigned by the chief judge of his court to 
perform such judicial duties in his own court as he is willing to under- 
take or may be assigned by the Chief Justice of the U nited States 
to perform such judicial duties in any judicial circuit as he is willing 
to undertake. 

Section 6. This section amends the first paragraph of section 295 
of title 28, United States Code, so as to extend to other courts of the 
United States, including the Court of Customs and Patent Appeals, 
the present provision of the second sentence of the paragraph that no 
assignment of a judge of the Customs Court in ac es service shall be 
made without the consent of the chief judge of his court. Section 295 
now prov ides that no assignment of a circuit or district judge in active 
service shall be made without the consent of the chief judge or judicial 
council of his circuit. 

Subsections (b), (c) and (d) of section 5 of the proposed legislation 
have been amended in accordance with the views of the Judicial Con- 
ference of the United States, as submitted in a letter from Judge 
Albert B. Maris to Hon. James O. Eastland, chairman of the Com- 
mittee on the Judiciary, United States Senate. The reasons for the 
changes are expressed in said letter, which is hereto attached and 
made a part of this report. 

To summarize, the purpose and effect of the bill, as amended, is to 
integrate the Court of Customs and Patent Appeals into the consti- 
tutional system of Federal courts and to make its judges, both active 
and retired, available for assignment when and as their services are 
needed to meet congested calendars in other courts just as has already 
been done in the case of the Court of Claims and the Customs Court. 
Thus the bill will round out and complete the legislation making it 
yossible for the overall manpower of the Federal judiciary to be uti- 
fized from time to time to meet congested calendars in particular 
courts. 

The committee, after a review of all of the facts in relation to this 
matter, together with the proposed amendments thereto, believes that 
the legislation, as amended, is meritorious. It is, therefore, recom- 
mended that the bill, H. R. 7866, as amended, be favorably considered. 

In addition to the letter from Judge Maris, hereinbefore referred to, 
reports from the General Counsel of Commerce; the Department of 
Justice, and the Administrative Office of the United States Courts are 
attached hereto and made a part of this report. 
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Unirep States Court or AppEALs, 
FOR THE THIRD Crrcvlt, 
Philadelphia, Pa., August 4, 1968. 
Hon. James QO. East.anp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator Eastuanp: It appears that the House of Repre- 
sentatives is likely very soon to pass H. R. 7866, the bill to make the 
Court of Customs and Patent Appeals a constitutional court and in 
connection therewith to amend the sections of title 28 which relate to 
the temporary assignment of judges to other courts so as to authorize 
such assignment of judges to and from the Customs and Patent 
Appeals Courts when needed. Among the sections which the bill 
necessarily amends in this connection is section 294 of title 28 which 
covers the assignment of retired judges to active duty. This section 
was recently amended by the act of August 29, 1957, Public Law 
85-219, so as to provide for a roster of retired judges who are willing 
to undertake duty, to be known as the roster of senior judges, and this 
amendatory act has been incorporated in H. R. 7866. 

After H. R. 7866 was reported by the Committee on the Judiciary 
of the House of Representatives, that committee favorably reported 
another bill, H. R. 12292, which would further revise section 294 of 
title 28 with respect to the assignment of retired judges to active duty 
and the roster of senior judges. H. R. 12292 was proposed by the 
Judicial Conference of the United States at its session in March 1958 
and on behalf of the Judicial Conference, of whose Committee on 
Revision of the Laws I am chairman, I desire to request that the 
amendments to subsections (b), (c), and (d) of section 294 of title 28 
proposed by H. R. 12292 be added by your committee to H. R. 7866 
by way of amendment to section 5 of that bill which is the section 
which presently amends and reenacts section 294. 

May I make a brief explanation of the purpose of and need for 
these amendments. At present subsection (b) provides for the assign- 
ment of retired circuit and district judges to perform such judi cial 
duties as they are willing to undertake in any circuit. ademas 
within the retired judge’s own circuit is by the chief judge or judicial 
council of the circuit. Assignment elsewhere is by the Chief Justice. 
The subsection also authorizes the assignment of retired judges of the 
Court of Claims to that court by its chief judge and to any circuit by 
the Chief Justice, a provision which H. R. 7866 proposes to place in 
subsection (c). 

Subsection (c) now provides that any retired judge of any other 
court of the United States (e. g., the Court of Customs and Patent 
Appeals and the Customs Court) may be called upon to perform 
judicial duties in his court by its chief judge and as proposed to be 
amended by H. R. 7866 would also give the Chief Justice power to 
assign the retired judges of those courts to perform judicial duties in 
any circuit. 

Subsection (d) was the provision added by the act of August 29, 
1957, Public Law 85-219. It now provides for a roster of senior 
judges to be maintained by the Chief Justice. Retired judges who 
are willing and able to undertake special judicial duties so inform the 
Chief Justice, are placed on the roster by him, and are to be known as 
senior judges. They may be assigned by the Chiet Justice to perform 
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such judicial duty as they are willing to undertake in any court of 
the United States, other than the Supreme Court, upon request of 
the chief judge of such court. 

It has been found that these provisions are somewhat overlapping 
and inconsistent in practice. Thus both the chief judge or judicial 
council of a circuit and the Chief Justice of the United States may 
assign a retired judge whose name is on the roster of senior judges to 
duty in his own circuit. It is the view of the Chief Justice that this 
intracireuit assignment power should be lodged solely in the chief 
judge and judicial counci of the circuit concerned and that the Chief 
Justice should not be concerned with it. Moreover it is believed to be 
better administration to require that requests for the assignment of a 
retired judge to a circuit other than his own should come from the 
chief judge of the requesting circuit, who is by Jaw responsible for 
the assignment of judicial manpower within his circuit, rather than 
directly from the particular court needing the assistance, as is now 
authorized by subsection (d). Also it is believed to be better to 
apply the descriptive phrase “senior judge” to all judges who retire 
from regular active netvaos; while retaining their commissions, under 
sections 371 (b) and 372 (a) of title 28 rather than merely to those 
who ask to be placed on the Chief Justice’s roster. In this way re- 
tired judges serving in their own circuit or court. would be known as 
“senior judges’? as well as those serving elsewhere. Moreover the 
use of the term “senior judge’ is much more apt to describe such 
judges who are still in commission rather than “retired judge’ since 
they are not retired in the usual sense of having been separated from 
the service. 

Accordingly the amendment proposed by H. R. 12292 and which 
we are asking you to insert in H. R. 7866 would revise and rearrange 
the subject matter of present subsections (b), (c) and (d) of section 
294 as follows: 

Revised subsection (b) would provide that all judges retiring from 
regular, active service under sections 371 (b) or 372 (a) of title 28, 
United States Code, shall be known as senior judges and shall be 
eligible to perform such judicial duties as they are willing and able to 
undertake when designated and assigned as provided in subsections 
(c) and (d). 

Revised subsection (c) would provide that any retired circuit or 
district judge may be assigned within his own circuit by the chief 
judge or judicial council of the circuit and any retired judge of one of 
the special courts to his court by the chief judge of the court. 

Revised subsection (d) would cover all assignments of retired judges 
beyond their circuits or special courts. Judges willing to accept such 
assiguments would be placed on the Chief Justice’s roster of senior 
judges and would be assignable to such duty by him only upon the 
request of the chief judge or circuit justice of the civcuit, in case of 
assignment to a circuit, or the request of the chief judge of a special 
court in the case of assignment to such a court. 

The Judicial Conference believes that the proposed revision and 
simplification of these three subsections of section 294 will be in the 
public interest in encouraging and making more available judicial 
service by retired judges which will be of real help in view of the 
congested condition of the calendars of so many of the Federal courts 
at present. We urge, therefore, that in the interest of saving con- 





8 COURT OF CUSTOMS AND PATENT APPEALS 


gressional time the amendments proposed by H. R. 12292 be incorpo- 
rated into H. R. 7866 by striking out section 294 of title 28 as con- 
tained in section 5 of the bill paragraphs (b), (c) and (d) and inserting 
in lieu thereof the following (comprising H. R. 12292): 

“(b) Any judge of the United States who has retired from regular 
active service under section 371 (b) or 372 (a) of this title shall be 
known and designated as a senior judge and may continue to perform 
such judicial duties as he is willing and able to undertake, when 
designated and assigned as provided in subsections (c) and (d). 

“(c) Any retired circuit or district judge may be designated and 
assigned by the chief judge or judicial council of his circuit to perform 
such judicial duties within the circuit as he is willing and able to 
undertake. Any other retired judge of the nee States may be 
designated and assigned by the chief judge of his court to perform 
such judicial duties in such court as he is willing wi able to undertake. 

“(d) The Chief Justice of the United States shall maintain a 
roster of retired judges of the United States who are willing and able 
to undertake special judicial duties from time to time outside their 
own circuit, in the case of a retired cire uit or district judge, or ina 
court other than their own, in the case of other retired judges, which 
roster shall be known as the roster of senior judges. Any such 
retired judge of the United States may be designated and assigned 
by the Chief Justice to perform such judicial duties as he is willing 
and able to undertake in a court outside his own circuit, in the case 
of a retired circuit or district judge, or in a court other than his own, 
in the case of any other retired lies of the United States. Such 
designation and assignment to a court of appeals or district court 
shall be made upon the presentation of a certificate of necessity by 
the chief judge or circuit justice of the circuit wherein the need 
arises and to any other court of the United States om the presenta- 
tion of a certificate of necessity by the chief judge of such court. 
No such designation or assignment shall be made to the Supreme 
Court.” 

With kindest regards, I am 

Sincerely vours, 


ALBERT B. Marts. 


Tue GENERAL COUNSEL OF COMMERCE, 
Washington, D. C., August 20, 1957 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, BG. 


Dear Mr. Cuarrman: This letter is in reply to your request of 
July 8, 1957, for the views of this Department with respect to H. R. 
7866, a bill to amend title 28, United States Code, relating to the 
Court of Customs and Patent Appeals. 

The only agency in the Department of Commerce that might in 
any way be concerned with any provisions of the bill would appear 
to be the Patent Office, whose decisions in patent and trademark 
matters are subject to review by the Court of Customs and Patent 
Appeals under title 35, United States Code, section 141 and title 15, 
United States Code, section 1071. However, none of the changes in 
the law proposed in the bill involving that court would seem to affect 
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its operations. Accordingly, this Department would defer to the 
views of those agencies more directly interested in the bill. 
Sincerely yours, 
Freperick ©. Nasu, General Counsel. 





OcrosBER 11, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 7866) 
to amend title 28, United States Code, relating to the Court of Cus- 
toms and Patent Appeals. 

The bill would amend section 211 of title 28, United States Code, 
so as to declare the United States Court of Customs and Patent 
Appeals to be a court established under article III of the constitution 
of the United States. 

Whether the bill should be enacted involves a question of policy 
concerning which this Department prefers to make no recommenda- 
tion. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
Wituiam P. Roaers, 
Deputy Attorney General. 


ADMINISTRATIVE OFFICE OF THE UNITED Srares Courts, 
Washington, D. C., July 10, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear ConGRESSMAN CeLLER: The bill about which you inquired 
of Mr. Whitehurst on June 28, 1957 (H. R. 7866), would amend 
provisions of title 28 of the U nited States Code relating to the United 
States Court of Customs and Patent Appeals. It would amend 
section 211 providing for the appointment of judges of the court by 
adding a provision declaring it to be a court ‘established under 
article III of the Constitution of the United States.” It would 
amend sections 291, 292, 293, 294, and 295 of title 28 which now 
provide for the temporary assignment of circuit and district judges, 
both active and retired, to sit outside of their circuits and districts 
by providing for the assignment under specified conditions of a circuit 
or district judge by the Chief Justice of the United States or a judge 
of the Customs Court by the chief judge of that court to serve tem- 
porarily as a judge of the Court of Customs and Patent Appeals. 
Also it would authorize the Chief Justice of the United States to 
assign temporarily a judge of the Court of Customs and Patent 
Appeals, whether active or retired, under specified conditions to per- 
form judicial duties in a court of appeals or district court and the 
chief judge of the Court of Customs and Patent Appeals to assign a 
judge of that court to serve temporarily in the Customs Court. 
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A somewhat similar bill, although differing in form, was introduced 
in the 83d Congress as H. R. 7864. The Judicial Conference of the 
United States at its annual meeting in September 1954 upon a report 
of its Committee on Revision of the Laws, of which Circuit Judge 
Albert B. Maris, of Pennsylvania, is the Chairman, approved that 
bill with a reservation that it expressed no view on the question 
whether the declaration that the United States Court of Customs 
and Patent Appeals was a court established under article III of the 
Constitution of the United States would be constitutionally effective. 
The committee stated that it regarded that as a judicial question for 
determination by the Federal courts if it arose and not within the 
competence of the Judicial Conference or its committees (pp. 27-28 
of the September 1954 report of the Judicial Conference). The pend- 
ing bill may therefore be regarded as meeting the approval at the 
Judicial Conference of the United States with the reservation that 
no opinion is expressed concerning the effect of the amendment of 
section 211 of title 28 declaring the court to be a court established 
under article III of the Federal Constitution. 

Sincerely yours, 
W. L. Exuis, Acting Director 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 211, Trrte 28, Unirep States Cope 


§ 211. Appointment and number of judges. 

The President shall appoint, by and with the advice and consent 
of the Senate, a chief judge and four associate judges who shall 
constitute a court of record known as the United States Court of 
Customs and Patent Appeals. Such court is hereby declared to be a 
court established under article III of the Constitution of the United States. 





Sscrion 291, Tirte 28, Unirrep States Copr 


§ 291. Circuit judges. 

[(a) The Chief Justice of the United States may designate and 
assign temporarily any circuit judge to act as circuit judge in another 
circuit, or any judge of the Court of Claims to serve as a circuit judge 
in any circuit, upon presentation of a certificate of necessity by the 
chief judge or circuit justice of the circuit wherein the need arises.J 

(a) The Chief Justice of the United States may designate and assign 
temporarily any circuit judge to act as circuit judge in another circuit 
upon presentation of a certificate of necessity by the chief judge or circuit 
justice of the circuit where the need arises. 

[(b) The Chief Justice of the United States may designate and 
assign temporarily a judge of the Court of Customs and Patent Appeals 
to serve as a judge of the Court of Appeals or the District Court for 
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the District of Columbia when requested by the chief judge of the 
court in need of such assistance. ] 

(6) The Chief Justice of the United States may designate and assign 
temporarily any circuit judge to serve as a judge of the Court of Claims or 
the Court of Customs and Patent Appeals upon presentation to him of a 
certificate of necessity by the chief gudge of the court in which the need 
arises. 

[(c) The Chief Justice of the United States may, upon presentation 
to him by the chief judge of the Court of Claims of a certificate of 
necessity, designate and assign temporarily any circuit judge to serve 
as a judge of the Court of Claims.] 

(c) The chief judge of a circuit or the circuit justice may, in the public 
interest, designate and assign temporarily any circuit judge within 
the circuit, including a judge designated and assigned to temporary duty 
therein, to hold a district court in any district within the circutt. 

[(d) The chief judge of a circuit or the circuit justice may, in the 
public interest, designate and assign temporarily any circuit judge 
within the circuit, including a judge designated and assigned to 
temporary duty therein, to hold a district court in any district within 
the circuit.J 





Section 292, Tirte 28, Unirep Sratres Copr 


§ 292. District judges 

[(a) The chief judge of a circuit may designate and assign one or 
more district judges within the circuit to sit upon the court of appeals 
or a division thereof whenever the business of that court so requires 
Such designations or assignments shall be in conformity with the rules 
or orders of the court of appeals of the circuit.] 

(a) The chief judge of a circuit may designate and assign one or more 
district judges within the circuit to sit upon the court of appeals or a 
division thereof whenever the business of that court so requires. Such 
designations or assignments shall be in conformity with the rules or 
orders of the court of appeals of the circuit. 

[(b) The chief judge of a circuit may, in the public interest, desig- 
nate and assign temporarily any district judge of the circuit to hold a 
district court in any district within the circuit. J 

(b) The chief judge of a circuit may, in the public interest, designate 
and assign temporarily any district judge of the circuit to hold a district 
court in any district within the circuit. 

[E(c) The Chief Justice of the United States may designate and 
assign temporarily a district judge of one circuit for service in another 
circuit, either in a district court or court of appeals, upon presentation 
of a certificate of necessity by the chief judge or circuit justice of the 
circuit wherein the need arises. J 

(c) The Chief Justice of the United States may designate and assign 
te mporarily a district judge of one circuit for service in another circuit, 
either in a district court or court of appeals, upon presentation of a cer- 
tificate of necessity by the chief judge or circuit justice of the circuit 
wherein the need arises. 

[(d) The Chief Justice of the United States may upon presentation 
to him by the chief judge of the Court of Claims of a certificate of 
necessity, designate and assign temporarily any district judge to 
serve as a judge of the Court of Claims.] 
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(d) The Chief Justice of the United States may designate and assign 
temporarily any district judge to serve as a judge of the Court of Claims, 
the Court of Customs and Patent Appeals or the Customs Court upon 
presentation to him of a certificate of necessity by the chief judge of the 
court in which the need arises. 


Section 293, Tirte 28, Unitep States CopE 


[§ 293. Circuit or district judges to Court of Customs and Patent 
appeals. 

[The Chief Justice of the United States may, upon presentation to 
him by the chief judge of the Court of Customs and Patent Appeals 
of a certificate of necessity, designate and assign temporarily any 
circuit or district judge to perform such duties as judge of the Court 
of Customs and Patent Appeals as he is willing to undertake. 

The Chief Justice of the United States may designate and assign 
temporarily a judge of the Customs Court to perform judicial duties 
in a district court in any circuit upon presenti ation of a certificate of 
necessity by the chief judge or circuit justice of the circuit wherein 
the need arises. J 


§ 293. Judges of other courts 

(a) The Chief Justice of the United States may designate and assign 
temporarily any judge of the Court of Claims or the Court of Customs and 
Patent Appeals to perform judicial duties in any circuit, either in a 
court of appeals or district court, upon presentation of a certificate of 
necessity by the chief judge or circuit justice of the circuit wherein the need 
arises. 

(6) The Chief Justice of the United States may designate and assign 
temporarily any judge of the Customs Court to perform judicial duties in 
a district court in any circuit upon presentation of a certificate of nece ssity 
by the chief judge or circuit justice of the circuit wherein the need arises. 

(ce) The chief judge of the Court of Customs and Patent Appeals may, 
upon presentation to him by the chief judge of the Customs Court of a 
certificate of necessity, designate and assign temporarily any judge of 
the Court of Customs and Patent Appeals to serve as a judge of the Customs 
Court. 

(d) The chief judge of the Customs Court may, upon presentation to 
him by the chief judge of the Court of Customs and Patent Appeals of a 
certificate of necessity, designate and assign temporarily any judge of 
the Customs Court to serve as a judge of the Court of Customs and Patent 
Appeals. 


Section 294, Tirte 28, Unirep States Cope 


§ 294. Assignment of retired justices or judges to active duty. 

(a) Any retired Chief Justice of the United States or [associate 
justice] Associate Justice of the Supreme Court may be designated 
and assigned by the Chief Justice of the United States to perform such 
judicial duties in any circuit, including those of a circuit justice, as 
he is willing to undertake. 
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[(b) Any retired circuit or district judge may be designated and 
assigned to perform such judicial duties in any circuit as he is w illing 
to undertake. Designation and assignment of such judge for service 
within his circuit shall be made by the chief judge or judicial council 
of the circuit. Designation and assignment for service elsewhere shall 
be made by the (¢ ‘thief Justice of the United States J 

(b) Any judge of the United States who has retired from reqular active 
service under section 371 (b) or 872 (a) of this title shall be known and 
designated as a senior gudge and may continue to perform such judicial 
duties as he is willing and able to undertake, when designated and as- 
signed as provided in subsections (c) and (d). 

[(c) Any retired judge of any on count of the United States may 
be called upon by the chief judge of such court to perform such judicial 
duties in such court as he is willing to undertake. J 

Any retired circuit or district yudge may be designated and assigned 
by the chief judge or judicial council of his circuit to perform such judicial 
duties within the circuit as he is willing and able to undertake. Any other 
retired judge of the United States may be designated and assigned by the 
chief judge of his court to perform such judicial duties in such court as he 
as walling and able to undertake 

[(d) No retired justice or judge shall perform judicial duties except 
when designated and assigned.] 

(d) The Chief Justice of the United States shall maintain a roster of 
retired judges of the United States who are willing and able to undertake 
special judicial duties from time to time outside their own circuit, in the 
case of a retired circuit or district ] udge, or in a court other than their own, 
in the case of other retired gudges, which roster shall be known as the roster 
of senior judges. Any such retired judge of the United States may be 
designated and assigned by the Chief Justice to perform such judicial 
duties as he is willing and able to undertake in a court outside hiw own 
circuit, in the case of a retired circuit or district judge, or in a court 
other than his own, in the case of any other retired judge of the United 
States. Such designation and assignment to a court of appeals or district 
court shall be made upon the presentation of a certificate of necessity by the 
chief judge or circuit justice of the circuit wherein the need arises and to 
any other court of the United States upon the presentation of a certificate 
of necessity by the chief judge of such court. No such designation or 
assignment shall be made to the Supreme Court. 

No retired Justice or judge shall perform judicial duties except 
when designated and assigned. 


Section 295, Trrte 28, Unirep States Cope 


§ 295. Conditions upon designation and assignment. 

[No designation and assignment of a circuit or district judge in 
active service shall be made without the consent of the chief judge or 
judicial council of the circuit from which the judge is to be designated 
and assigned. J 


* * * * ok * * 
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No designation and assignment of a circuit or district judge in active 
service shall be made without the consent of the chief judge or judicial 
councu of the circuit from which the judge is to be designated and assigned. 
No designation and assignment of a judge of any other court of the United 
States in active service shall be made without the consent of the chief judge 
of such court. 


TITLE 28. UNITED STATES CODE 


CHAPTER 13.—ASSIGNMENT OF JUDGES TO OTHER CouRTS 
Sec. 
291. Circuit judges. 
292. District judge s. 
(293. Circuit or district judges to Court of Customs and Patent Appeals.] 
293. Judges of other courts. 
294. Assignment of retired justices or judges to active duty. 
295. Conditions upon designation and assignment. 
296. Powers upon designation and assignment. 
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85TH CONGRESS |} SENATE REporT 
2d Session No. 2310 


AMENDING THE “CHANGE OF PROGRAM” PROVISIONS 
IN THE VETERANS READJUSTMENT ASSISTANCE ACT 
OF 1952 


Aucust 9, 1958 Filed under authority of the order of the Senate of August 8, 
1958, and ordered to be printed 


UNI ~ . 
THurMOND, from the Committee on Labor and Public Welfaré® MICHIGAI. 
submitted the following 


> T,) ry 
REPORT MAIN 
READING ROOM 


To accompany 8. 4031 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 4031) to amend section 223 of the Veterans’ Readjustment 
Assistance Act of 1952, as amended, relating to change of educational 
or training program by an eligible veteran, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill, as amended, do pass. 


EXPLANATION OF BILL 


This bill amends the Veterans’ Readjustment Assistance Act of 
1956 (Public Law 550, 82d Cong.), popularly known as the Korean 


GI bill, so as to eliminate a highly undesirable situation which some- 
times occurs under the provisions of the act concerning a “change of 
program.” The specific purpose of the bill is to provide that, in 
determining whether a veteran may make a change in bis program 
of edueation or training under the Korean GLI bill 


a change from the pursuit of one objective or level of educa- 
tion or training to the pursuit of a higher objective or level 


of education or training in the same field of study or training 


will be considered a continuation of bis original program rather than 
a change to a new program. Since under the act a veteran may make 
only one change of program throughout the entire period of education 
or training, the question of what constitutes a change may be con- 
trolling in determining whether an education and training allowance 
is payable. 

An example of the situation which this bill will correct arises when 
a veteran selects as his initial program objective the attainment of a 
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bachelor’s degree. If upon completion of the work for a bachelor’s 
degree he desires to obtain a master’s degree, he may do so, but the 
change to the higher objective is considered a change of program. If 
the veteran then desires to seek a doctor’s degree, he cannot do so 
and receive benefits under the act because he exhausted his right to 
‘fone change of program’”’ in obtaining his master’s degree. Yet, if 
the veteran had initially specified the doctorate degree as his program 
objective, the process of obtaining all necessary lesser degrees would 
not have involved even one change of program. 

Though the limitation to one change of program is essential to 
prevent abuse of the program, the incongruity outlined above should 
not go uncorrected. The Veterans’ A¢ ministration agrees that the 
situation should be corrected and recommends enactment of this bill. 

The committee amendment is perfecting language recommendec 
bv the Veterans’ Administration. 

The report of the Veterans’ Administration now follows: 


AuaustT 4, 1958. 
Hon. Lister Hix, 
Chairman, (Committee on Labor and Public Welfare. 
United States Senate, Washington, D.C. 


Dear Senator Hiti: The following comments are furnished in 
response to vour request for a report by the Veterans’ Administration 
on 8. 4031, 85th Congress, a bill to amend section 223 of the Veterans’ 
Readjustment Assistance Act of 1952, as amended, relating to change 
of educational or training program by an eligible veteran. 

The purpose of this legislation is to provide that, in determining 
whether a veteran-trainee may make a change in his program of 
Peer ee reine,” 9 enange trom the pursuit of on objective or 
level of emucaizon-or training to the pursuit of a higher objective or 
level of education or training in the same field of study or tramimg” 
will be considered : namandiaa ak bas -peiasl cwnerasn eather than 
a change to a new program. Since under the act a trainee may make 
on hy one change of progr im, the question of what constitutes a ch: ange 
may be controlling in determining whether an education and training 
allowance is pavable. 

The requirements of the Veterans’ Read} istment Assistance Act 
that a veteran’s program of education or training must be directed 
toward the attainment of a predetermined and identified educational, 
vocational, or professional objective, and that he can make only | 
change in his program, are 2 of several remedial provisions designed 
to avoid certain abuses which bad developed in connection with the 
education and training program for World War II veterans under the 
Servicemen’s Readjustment Act of 1944. In particular, these two 
provisions were intended to prevent the situation known as ‘‘course 
hopping” where a trainee would successively pursue a number of 
unrelated courses until bis entitlement to monetary allowances under 
the act was exhausted 

Unfortunately, these remedial and worthwhile provisions can work 
to the disadvantage of an individual veteran who fails to realize the 
necessity for specifying as his program objective the highest goal 
which it would be feasible for him to attain. An example of this 
situation arises when a veteran selects as his initial program objective 
the attainment of a bachelor’s degree. If upon completion of the 
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work for the bachelor’s degree he desires to obtain a master’s degree, he 
may do so, but the change to the higher objective counts as his 
one “change of program,” so that should he later desire to strive for 
a doctor’s degree, the change to this objective cannot be authorized. 
The incongruity arises from the fact that the veteran could initially 
have specified the doctorate as his program objective, in which event 
successive pursuit of courses would not have involved even one change 
of program. 

This result may seem highly technical, but was not unforeseen. 
The House Committee on Veterans’ Affairs in its report of May 16, 
1952, to accompany the bill which became the Veterans’ Readjustment 
oe Act of 1952 (H. Rept. 1943, 82d Cong.), stated: 

“* * * a veteran might say that he was going to an institution of 
higher learning to complete his work toward a bachelor of arts degree, 
and that at the end of that period he would continue his education 
toward a master of arts degree specifying in advance that this would 
constitute his selected program. However, if the veteran indicated 
at the time of his application that he wished to obtain a bachelor’s 
degree and later, after obtaining such degree, indicated he wished to 
continue toward a master’s degree, this would be considered a change 
In programs.” 

The difficulty is a highly practical one of devising an objective test 
which dean equity, does not aa the doors to ‘‘course hopping,”’ 
and is feasible to administer. $8. 4031 avoids the seemingly inequitable 
situs ition in which the veteran’s right to continue with advanced 
education or training depended on the initial specification’of the higher 
goal, but would introduce administrative problems in attempting 
uniform determinations as to what constitutes a “higher level’ or 
‘same field’’ of education and training. 

| believe that the desired results might be accomplished with less 
idministrative difficulties if the proposed amendment to section 223 
of the Veterans’ Readjustment Assistance Act were reworded to read 
as follows: 

ce) As used in this —_ the term ‘change of program of educa- 
tion or training’ shall not be deemed to include a change from the 
pursuit of one program to pursuit of anoth er where the first program is 
prerequisite to, or generally required for, entrance into pursuit of the 
second.” 

If amended in accordance with the foregoing, | would recommend 
favorable consideration of S. 4031. 

There is no basis upon which to estimate the probable increase in the 
cost of direct benefits which might be attributable to enactment of 5. 
1031, but obviously they would be relatively small. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the committee 

Sincerely vours, 


De puty Administrato? 
(For and in the absence of Sumner G. Whittier, Administrator. 
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CHANGE IN EXISTING LAW 


In compliance with subsection 4 of Rule XXIX of the standing 
rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roma 


» 


OF VETERANS READJUSTMENT ASSISTANCE Act or 1952 
(Pustic Law 550, 82p Cona. 
CHANGE OF PROGRAM 


Sec. 223. (88 U.S.C. 928). (a) Subject to the provisions of section 


222, each eligible veteran (¢ xcept an eligible veteran whose program 
has been interrupted or discontinued due to his own misconduct, his 
own neglect, or his own lack of venience: may, at any time prior to 
the end of the period during which he is entitled to initiate a program 
of education or training under this title, make not more than one 
change of program of education or training 
b) Each eligible veteran, who has not made a change of program 
of education or training before the expiration of the period during 
which he is entitled to initiate a program of education or training 
under this title, may make not more — one change of program of 
education or training with the ap yproval of the Administrator. The 
Administrator shall approve suc h a change if he finds that 
(1) the eligible veteran is not making satisfactory progress 
in his present program wad _ the failure is not due to his own 
misconduct, his own neglect, or his own lack of application, “ae 
if the program to which the eligib le veteran desires to chs ange is 
more in keeping with his aptitude or previous education ond 
training; [or] 
2) the program to which the eligible veteran desires to change, 
while not a part of the program currently pees by him, is a 
normal progression from such program[.] ; 
c) As used in this section the term ‘change of program of education 


es aa ee a . : ; ; ; : ; 
or trarining shall not be deemed to inelude a chai ge from the pursuit of 


Olle program lo pursuit OT anothe) mhere th Wi sf program iA prerequisite 


lo, or genera uy re Quire / for. entrance nto pwrsuit of the econd. 
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, 1958.——-Filed under authority of the order of the Senate of August 8, 
1958, and ordered to be printed 


Wn . U Nae 
[HURMOND, from the Committee on Labor and Publax Waltpe. iy 
| AN 


submitted the following 


REPORT 
AIN 


{To accompany H. R. 13559] READING ROOM 


The Committee on Labor and Public Welfare, to whom was re- 
ferred the bill (H. R. 13559) to amend the War Orphans Educational 
Assistance Act of 1956 to authorize the enrollment of a handicapped 
eligible person in a specialized course of vocational training, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill, as amended, do pass. 


EXPLANATION OF THE BILL 


The bill, as reported by the Committee on Labor and Public Wel- 
fare, has two major purposes: 

(1) To authorize the Administrator of Veterans’ Affairs to 
approve specialized courses of vocational training for persons 
eligible for educational assistance under the War Orphans Educa- 
tional Assistance Act of 1956, where such courses are found to be 
suitable to the needs of particular war orphans; and 

To permit such specialized vocational training, and also 
restorative training, to be afforded eligible war orphans at age 14, 
instead of at age 18, as provided by existing law. 

Only this first purpose was embodied in H. R. 13559, as referred to 
the Committee on Labor and Public Welfare. The second purpose 
derives from the committee’s amendments to H. R. 13559, and is the 
subject of a separate report by bons Veterans’ Administration respect- 
ing the bill S. 3622. Since S. 3622 and H. R. 13559 (as passe | by the 
House) are closely related, ake since S. 3622 had been fs ivorably recom- 
mended by the Subcommittee on Ve ters ans’ Affairs before the full com- 
mittee gave consideration to H. R. the committee considered 
it desirable to include the substance of both bills in the same legisla 
tion. Consequently, this report not only expresses the Labor Com- 
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mittee’s approval of the House action on H. R. 13559, but also by its 
amendments thereto, expresses the committee’s favorable recom- 
mendations on the substance of 5. 3622. 

Though closely related to each other, the two purposes of the 
amended bill (H. R. 13559) have sufficient differences to warrant 
separate treatment. 


First pur pose 

The recommendation of the committee as to the first purpose is 
based upon the experience of the Veterans’ Administration in adminis- 
tering the War Orphans Educational Assisiance Act of 1956. Such 
experience has shown that a limited number of eligible war orphans 
are mentally or physically handicapped in respects which cause them 
to learn very rig and to have difficulty in proceeding beyond the 
sixth-grade level in school. Despite their handicaps, many of these 
young people ei the capacity to be taught work habits and voca- 
tional skills which will make them employable and self-supporting in 
adult life. Yet, under e,‘siing law, these young people are not able 
to develop their capacities by means of educational benefits under the 
War Orphans Act, because the Veterans’ Administration presently 
lacks authority to approve the specialized vocational training courses 
which they need. 

Much progress has been made during the pasi few years in special 
schools, reh: ibilitation centers, and other community agencies in 


providing special vocational iraining io menially ¢ ‘ physic ally handi- 
capped young people who are there! Vv enabled to perform certain 
manual occupations in later life. The benefits of this progress should 


now be made available to eligible persons under the War Orphans Act 
in cases where the Administrator ae that a special course of voca- 
tional training properly constituies a program of education leading 
to a predetermined vocational giao live. 

While only a few war orphans would need the training, it seems 
desirable from the standpoint of the Nation, as well as of the individual 
war orphan, that this legislation be enacted so that those who can 
benefit from the training may have the opportunity to do so. 

The Veterans’ Administration estimates that not more than 100 
persons would enroll in special vocational courses in any year and 
that the total number of such persons would not exceed 1,500 over 
the next 20 years. Since the maximum entitlement of each war 
orphan is limited to 36 months of training at not more than $110 a 
month, is sania that the cost of providing special vocational 
training as be exceedingly small. 

Second purpose 

The second purpose of the bill relates primarily to special restorative 
training for war orphans, but also applies to special courses of voca- 
tional training for handicapped persons. 

The present basic age requirements under the War Orphans Act, 
i8 to 23 years, have proved generally satisfactory for education or 
training beyond the secondary school level. However, experience 
has shown a minimum age requirement of age 18 to have litile realistic 
application with respect to special restorative training. The faci is 
that the seriously handicapped child with a handicap of the type 
ae would be eliminated or decreased by restorative training, 


1 


can be helped most during adolescence and not afier age 18, an age 
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just short of maturity. By age 18, children with severe handicaps 
dating from birth will have become so seriously handicapped as to 
make corrective measures hopeless in many instances. Forceful 
evidence to support these views is found in the fact that from the 
inception of the War Orphans Act in 1956, until the present, only 
four eligible war orphans have _ utilized their special restorative 
training rights. Obviously, considerably more than that number may 
reasonably be assumed to have need of such training. 

The Veterans’ Administration sympathizes with the problems 
raised by the requirement that restorative training not be given to 
children under age 18, and recommended against enactment of 
measure which would authorize the Veterans’ Administration to 
afford restorative training at any age which the Administrator deter- 
mines to be in the best interest of the child. The report of the 
Veterans’ Administration laid emphasis on the fact that the limitations 
on its facilities made it impractical to provide restorative training to 
children of tender vears, pointing out that young children often need 
medical treatment or therapy as an integral part of their restorative 
training. 

In these circumstances, and in order to bring its recommendations 
into accord with the reasoning of the Veterans’ Administration report, 
the committee determined to lower the age requirements only to age 
14, which is sufficiently high to avoid the problems connected with 
children of tender vears. 

The Veterans’ Administration states that the number of handi- 
capped children qualifying for special restorative training will always 
be small in comparison to the total number of war orphans who enter 
training. It is estimated that 150,000 war orphans are or will become 
eligible for educational assistance during the next 20 years. Of that 
number, not more than 3,000 will have a physical or mental handicap 
for which special restorative training might be requested. The maxi- 
mum entitlement of any eligible person under the act is 36 months and 
the basic rate of the special training allowance is $110 per month. 

The reports of the Veterans’ Administration now follow: 


VETERANS’ ADMINISTRATION, 
Washington, D. C., July 8, 1958. 
Hon. RicHarp M. Nrxon, 
President of the Senate, 
Washington, D. C. 


Dear Mr. Prestpent: There is transmitted herewith a draft of a 
bull to amend the War Orphans’ Educational Assistance Act of 1956 
to authorize the enrollment of a handicapped eligible person in a 
specialized course of vocational training, with the request that it be 
introduced in order that it may be considered for enactment. 

Experience in the administration of the War Orphans’ Educational 
Assistance Act has shown that in some instances handicapped war 
orphans have been unable to pursue a program of education leading 
to a vocational objective because of lack of authority in the act for 
the approval of appropriate specialized vocational training courses. 

Except with respect to courses of special restorative training (which 
are remedial and do not directly lead to an educational or vocational 
objective), approval of an educational course for purposes of the War 
Orphans’ Educational Assistance Act is governed by the same stand- 
ards as are applicable to the approval of courses for veterans’ training 
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under the Veterans’ Readjustment Assistance Act of 1952. For the 
normal child, this system has produced no problems. 

A limited number of eligible war orphans are mentally retarded. 
They learn very slowly and ordinarily are unable to go beyond the 
sixth-grade level in school. Despite this, many of these young people 
can be taught work babits and vocational skills when they have 
reached an appropriate age which make them employable and self- 
supporting in certain manual occupations which involve relatively 
simple, repetitive operations. Much progress has been made during 
the past few years in special schools, rehabilitation centers, and other 
community agencies in providing specialized vocational training to 
mentally retarded young people which enables them to enter employ- 
ment. Such a specialized course of vocational training may properly 
constitute a program of education under the War Orphans’ Educa- 
tional Assistance Act for a mentally retarded eligible person, if it 
leads to a predetermined vocational objective. 

Vocational training for mentally retarded young people is ordinarily 
provided in rehabilitation centers, sheltered ese or special 
schools. Courses suitable for this purpose will differ in duration, 
content, and emphasis from courses for normal persons a must be 
more or less tailored to fit the capabilities and to recognize the special 
difficulties of the individual trainee. They are not standardized in 
the same sense as the usual type of school courses, and the statutory 
requirements applicable to the approval of courses for veterans, in 
general, do not afford a proper yardstick for the evaluation of these 
specialized courses. As a result, training under the War Orphans’ 
Educational Assistance Act for a handicapped individual may be 
barred through lack of authority to approve the special type course 
which is required for him to achieve an appropriate vocational 
objective. 

The enclosed draft bill would permit the approval, without regard 
to the statutory standards normally applicable, of specialized courses 
of vocational training for the enrollment of an eligible war orphan. 
if such course was found to be suitable for him. ‘This individualized 
approach to the problems of handicapped persons is possible because 
of their limited number and is consistent with the pattern followed 
with respect to special restorative training under title IV of the War 
Orphans’ Educational Assistance Act and with respect to vocational 
rehabilitation for disabled war veterans under Public Law 16, 78tb 
Congress, and Public Law 894, 81st Congress. 

The number of mentally retarded children who might be expected 
to train under provisions of the proposed amendment would be so 
few as to have little influence on the total expected training load 
under the War Orphans’ Educational Assistance Act. It is estimated 
that not more than 100 trainees per vear would enter special courses 
under the proposed amendment and that these cases would not exceed 
1,500 over the next 20 vears. We do not have sufficient data available 
to estimate the number of months which might be required in an aver- 
age case to complete a suitable course. The maximum entitlement 
of any eligible person under the act is 36 months, and the maximum 
monthly rate of the educational assistance allowance is $110. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of the proposed legislation to the 
Congress. 

Sincerely yours, 


SuMNER G. Wuirtier, Administrator. 
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A BILL To amend the War Orphans’ Educational Assistance Act of 1956 to 
authorize the enrollment of a handicapped eligible person in a specialized course 
of vocational training 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That the War Orphans’ 

Educational Assistance Act of 1956 is amended by 

(1) inserting ‘‘(1)”’ in subsection (a) of section 312 after the words 

“such course’, and adding the following phrase before the period at 

the end of that subsection: “, or (2) is approved for the enrollment 

of the particular individual under the provisions of section 314’’; and 
(2) adding at the end of title III a new section 314, as follows: 


“SPECIALIZED VOCATIONAL TRAINING COURSES 


“Src. 31 4. Notwithsts winding the provisions of subsections (b) and (c) 
of section 312, the Administrator may approve a specialized course of 
vocational training leading to a predetermined vocational objective 
for the enrollment of an eligible person under this title if he finds that 
such course, either alone or when combined with other courses, consti- 
tutes a program of education which is suitable for that person and is 
required because of a mental or physical handicap.” 


VETERANS’ ADMINISTRATION, 
Washington, D. C., July 29, 1958. 
Hon. Lister Huu, 
Cha rman, Committe On Labor and Public We /fare, 
United States Senate, Washington, D.C. 


Dear Senator Hixti: The following comments are furnished in 
response to your request for a report by the Veterans’ Administration 
on S. 3622, 85th Congress. 

The bill proposes to amend the War Orphans’ Educational Assist- 
ance Act of 1956 to remove the minimum age limit for the pursuit of 
special restorative training (title [V). In lieu of a minimum age limit, 
the bill would allow the Administrator to determine in each case the 
best age for a handicapped child to begin special restorative training 
to prepare him to pursue education suitable to his age. 

The basic age limits for pursuit of a program of education or special 
restorative training under the War Orphans’ Act are age 18 to 23 
vears. Under certain circumstances, the Ac ve may approve 
the enrollment of ar eligible person at a younger but in no event 
less than the age of compulsory school atte eae ake applicable 
school law, unless seconds ary sec ‘thooln ¢ has been succe ssfully comple ted, 

The ] purpose of the War Orphans’ Educational Assistance Act, as 
set forth in the statement of policy, is to provide opportunities for 
education to children whose education would otherwise be impeded 
or interrupted by reason of the death of a parent from a disease or 
injury incurred or aggravated in the Armed Forces during World 
War I, World War II, or the Korean conflict, and to aid such children 
In attamirg the educational status which they might normally have 
aspired to and obte uned but for the death of such parent. 

Consistent with this purpose, the basic benefit afforded to eligible 
war nee uns by the act is Monetary assistance In pursuing a program 
of education beyond the secondary school level which leads to a pre- 
determined educational, vocational, or professional objective. Special 
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restorative training is an ancillary program for the purpose of over- 
coming or lessening the effects of a physical or mental disability which 
would handicap the child in the pursuit of a program of education. 

There is an immediate question as to whether or not the amend- 
ments proposed by this bill, if enacted, would pave the way for a major 
shift in the purpose of the War Orphans’ Act. Removal of all mini- 
mum age limits with respect to the special restorative training program 
could be viewed to be a recognition by the Federal Government of an 
obligation to fully rehabilitate retarded children commencing with 
those of tender years. It could also serve as a precedent for the 
removal of the minimum age limits with respect to the basic educa- 
tional benefits. It is important to note that the benefits of the act 
are limited to 36 months of educational entitlement, and if the assist- 
ance is to be available to a child when he is pursuing elementary or 
secondary schooling, which is normally afforded free of tuition by the 
State or community, the entire benefits would be dissipated before 
he was ready for advanced education or training. 

To varying degrees of extent and effectiveness, the States and local 
communities are now providing special education to physically and 
mentally handicapped children. In many communities, special 
provisions are made for such children within the framework of the 
public-school system. In some, these efforts are supplemented by 
special schools, rehabilitation centers, or home teachers. 

Aside from any question of consistency with the basic purpose of 
the act there are certain practical problems which would arise if 
special restorative training is, as the bill proposes, to be made avail- 
able to very young ¢ children. 

The reports of the congressional committees which considered the 
bill which became the War Orphans’ Educational Assistance Act 
both stated that it was contemplated that special restorative training 
would consist of courses of training, such as language retraining, 
speech and voice correction, speech retention or voice retention, 
speech (lip) reading, auditory training, braille reading and writing, 
training in ambulation, one-hand typewriting, left-hand or non- 
dominant-hand writing, personal adjustment training, and so forth. 

In many cases, the rehabilitation needs of physically or mentally 
handicapped children are far greater than can be met by the benefits 
which may be provided under this proposal. Special efforts in behalf 
of handicapped children who are capable of responding to these 
courses are usually required over a long period of time, extending in 
many cases from early childhood through adolescence. Moreover, 
seriously handicapped young children need medical treatment or 
therapy as an integral part of their progr: am_of spec ‘ial education. 
There is no provision under the War Orphans’ Educational Assistance 
Act for medical treatment for any beneficiary, and this situation would 
not be changed by the bill. We may anticipate, however, that should 
the bill be enacted, efforts would be made to obtain a revision of the 
law so as to provide a more complete benefit including a provision for 
necessary medical treatment—a step which would have major prece- 
dential impact upon the broad propositior. of medical care for depend- 
ents or survivors of veterans. 

Special restorative training, as provided by title 1V of the War 
Orphans’ Act, is premised on the assumption that by the time the 
seriously handicapped child has reached adolescence, the need for 
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definitive medical treatment associated with his handicap will have 
been met. This will be particularly true in the case of those who are 
educable and whose handicaps are not so severe as to rule out the 
possibility of any type of education or training. 

I am extremely sympathetic to the needs of these handicapped 
children, and in my letter of July 8, 1958, to the President of the 
Senate, which I note has been referred to your committee, I recom- 
mended a technical amendment to the War Orphans’ Act to permit 
retarded children to pursue a suitable course of specialized vocational 
training. However, in view of the considerations which I have dis- 
cussed previously, I am unable to recommend the enactment of S. 3622. 

The number of handicapped children expected to enter special 
restorative training will always be small in comparison to the total 
number who may enter training. It is estimated that there are 
150,000 war orphans who are or will become eligible for educational 
assistance during the next 20 years. Not more than 3,000 of them will 
have a physical or mental disability for which special restorative 
training might be requested. The maximum entitlement of any 
eligible person under the act is 36 months, and the basic rate of the 
special training allowance is $110 per month. 

Advice has been received from the Bureau of the Budget that 
there would be no objection to the submission of this report to your 
committee. 

Sincerety yours, 
Rosert J. LAMPHERE, 
Deputy Administrator 
(For and in the absence of 
Sumner G. Whittier, Administrator). 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 203 or Pusuic Law 634, 84TH CONGRESS 
PERIODS OF ELIGIBILITY 


Sec. 203. (88 U.S.C. 1053.) (a) The educational assistance to which 
an eligible person is entitled under section 202 may be afforded him 
during the period beginning on his eighteenth birthday, or on the 
successful completion of his secondary schooling, whichever first 
occurs, and ending on his twenty-third birthday, except that— 

(1) if he is above the age of compulsory school attendance under 
applicable State law, and the Administrator determines that his 
best interests will be served thereby, such period may begin before 
his eighteenth birthday; 

(2) if he has a mental or physical handicap, and the Administrator 
determines that his best interests will be served by pursuing a program 
of special restorative training under title IV, or a specialized course 
of vocational training under title III, such period may begin before 
his eighteenth birthday, but not before his fourteenth birthday; 
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[(2)] (8) if he has not reached his twenty-third birthday on the 
effective date of this Act and- 
he has reached his eighteenth birthday on such effec- 
tive date, or 
(B) he serves on duty with the Armed Forces as an eligible 
BR Ay sec twenty-third birthday and on or after such 
effective date, or 
(C) the death of the parent from whom eligibility was 
derived occurs after such effective date and after his eight- 
eenth birthday but before his twenty-third birthday 
then such period shall end five vears after such effective date, his 
first discharge or release after such effective date from duty with 
the Armed Forces if such duty began before his twenty-third 
birthday, or the death of such parent, whichever occurs last, 
except that in no event shall such period be extended beyond his 
thirty-first birthday by reason of this paragraph; and 
[3] (4) (A) if he is enrolled in an educational institution 
regularly operated on a quarter or semester system and such 
period ends during the last half of a quarter or semester, such 
period shall be extended to the end of the quarter or semester; « 
(B) if he is enrolled in an educational institution operated 
ices than on a quarter or semester basis and such period ends 
during the last half of the course, such period shall be extended 
to the end of the course, or until nine weeks have @xpired, which- 
ever first occurs. 

(b) No eligible person may be afforded educational assistance under 
this Act unless he was discharged or released after each period he was 
on duty with the Armed Forces under conditions other than dishon- 
orable, or while he is on duty with the Armed Forces. 


SECTION 312 or Pusuic Law 634, 847TH CONGRESS 
\PPROVAL OF COURSES 


Sec. 312. (388 U. S. C. 1072.) (a) An eligible person shall receive 
the benefits of this title while enrolled in a course of education offered 
by an educational institution only if such course (1) is approved 1 
accordance with the provisions of this section, or (2) is approved for 
the enrollment of the particular individual under the Provisions of section 
314. 

(b) pe course offered by an educational institution (as defined 
in this Act) shall be considered approved for the purpose s of this title 
if it is approved under either section 253 or section 254 of the Veterans’ 
Readjustment Assistance Act of 1952 ) prior to the date for the expira- 
tion of all education and training thereunder, and has not been dis- 
approved under the provisions of section 256 of that Act. 

Cc) Subsequent to the date for the expiration of all education and 
training under the Veterans’ Readjustment Assistance Act of 1952 
the Administrator shall be responsible for the approval of any addi- 
tional courses for the purposes of this title. In approving such a 
course, the criteria of section 253 and section 254 of that Act, as now 
or as hereafter amended, shall be applicable to approvals under this 
subsection and the Administrator may utilize the services of State 
educational agencies in connection therewith. 
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DISCONTINUANCE OF ALLOWANCES 


Sec. 313. (88 U.S. C. 1073.) The Administrator may discontinue 
the educational assistance allowance of any eligible person if he finds 
that the course of education in which the eligible person is enrolled fails 
to meet any of the requirements of this Act or any of the standards 
and criteria of section 253 or 254 of the Veterans’ Readjustment 
Assistance Act of 1952 or if he finds that the educational institution 
offering such course has violated any provision of this Act or fails to 
meet any of its requirements. 


SPECIALIZED VOCATIONAL TRAINING COURSES 


Sec. 314. Notwithstanding the provisions of subsections (b) and (ce) 
of section 312, the Administrator may approve a specialized course of 
vocational training leading to a predetermined vocational objective for 
the enrollment of an eligible person under this title if he finds that such 
course, either alone or when combined with other courses, constitutes a 
program of education which is suitable for that person and is required 
because of a mental or physical handicap. 


O 
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AMENDING TITLE 10, UNITED STATES CODE, TO PROVIDE THE 
CONDITIONS UNDER WHICH RETIRED PAY MAY BE PAID IN “ON, 
CASE OF RETIRED OFFICERS DROPPED FROM THE ROLLS 


Auaust 11, 1958.—Ordered to be printed 
MA} 
r. RussEuxL, from the Committee on Armed Services, submitted the 


following 


REPORT 
[To accompany H. R. 9673] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 9673) to amend title 10, United States Code, to provide the 
conditions under which retired pay may be paid in the case of retired 
officers dropped from the rolls, and for other purposes, having con- 
sidered the same, report favorably thereon with amendments, and 
recommend that the bill, as amended, do pass. 


AMENDMENTS 


Strike out all after the enacting clause and insert the following in 
lieu thereof: 


Notwithstanding any other provision of law, a former retired 
officer dropped from the rolls under section 10 of the act of 
May 5, 1950, (ch. 169 64 Stat. 146), or section 1161 of title 
10, United States Code, after December 31, 1954, and before 
the daie of enactment of this act shall, for the purposes of 
entitlement to retired or retirement pay after the date of 
enaciment of this act, be treated as if he had not been 
dropped from the rolls. Such an officer is also entitled to 
retroactive retired or retirement pay for the period beginning 
on the date he was dropped from the rolls and ending on the 
date of enactment of this act, as if he had not been dropped 
from the rolls. 

Sec. 2. A former retired officer covered by this Act is 
subject to the penal, prohibitory, and restrictive provisions 
of law applicable to the pay and civil employment of retired 
officers of the Armed Forces and is not entitled to any other 
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benefit provided by law or regulation for retired officers of the 
Armed Forces. After the date of enactment of this Act, 
such a former retired officer may, in the discretion of the 
President, have his entitlement to retired or retirement pay 
under this Act terminated for any reason for which any 
retired officer may be dismissed from, or dropped from the 
rolls of, any armed force. 

Sec. 3. Appropriations available for the payment of 
retired pay to members of the armed forces are available for 
payments under this Act. 


Amend the title so as to read: 


An Act to restore retired pay to those retired officers of the 
armed forces dropped from the rolls after December 31, 1954, 
and before the date of enactment of this Act, and for other 
purposes. 

PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to restore the retirement pay 
of persons dropped from the retired rolls pursuant to section 1161 of 
title 10, United States Code, after December 31, 1954, and before the 
date of enactment of this bill. 

EXPLANATION 
Le quslative background 

Paragraph (b), section 1161 of title 10, United States Code, provides 

as follows: 


The President may drop — the rolls of any armed force 
any commissioned officer (1) who has been absent without 
authority for at least 3 elke or (2) who is sentenced to 
confinement in a Federal or State penitentiary or correctional 
institution after having been found guilty of an offense by a 
court other than a court-martial or other milits ary court, and 
whose sentence has become final. 


The Army, the Air Force, and the Marine Corps have no record of 
a retired officer from these services having been dropped from the rolls 
pursuant to the preceding provision of law. 

The Navy has 7 cases in which retired officers have been dropped 
from the rolls over the past 30 years and 1 case in which such action 
is currently under consideration. 

Although the law involved applies to all of the Armed Forces, it is 
apparent that the Navy is the only armed force that has recommended 
utilization of this authority by the President whenever retired officers 
have been found guilty of a civil offense and sentenced to confinement 
in a penitentiary or correctional institution. When a retired officer 
has been dropped from the rolls under this authority, his retired pay 
has been terminated permanently and there is no authority to re- 
store him to the retired rolls when he is released from confinement. 


Bill before amendment 
As referred to the committee this bill had the following features: 
(1) An officer dropped from the rolls because of conviction and 
sentence to confinement could not draw his retired pay while confined, 
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but he would have been entitled to resume receipt of retired pay after 
his release from confinement. 

(2) During confinement the Secretary concerned would have been 
authorized to pay to the officer’s dependents any part of the officer’s 
retired pay that the Secretary determined was necessary for their 
support. 

(3) A retired officer dropped from the rolls because of a conviction 
for an offense committed while on active duty would not have been 
eligible to have his retired pay continued. 

(4) An officer whose retired pay was withheld under the Act of 
September 1, 1954 (the so-called Hiss Act), could not have his retired 
pay continued under authority of the bill. 

5) An officer dropped from the rolls whose retired pay was resumed 
after release from confinement would not thereafter have been eligible 
for fringe benefits or to future increases in retired pay. 

6) The authority to drop officers from the rolls would have been 
extended to all grades of warrant officers in all services. 

7 The authority to drop enlisted members of the Reserve com- 
ponents from the retired rolls would have been repealed because there 
no similar authority to drop enlisted members of the Regular 


— Vices 
( wna thee action 
\lthough there are no recorded cases of retired officers of the Army, 
or Marine ¢ orps having been dropped from the rolls, there 
undoubt dh have been cases of retired officers of these services being 
convicted by civil authorities and sentenced to confinement in a peni- 


iy or correctional institution. Since it seems discriminatory for 
retired officers of the Navy to be the only per rsons against whom the 
statute lias been evukad: Cea Gniaiedttes has advised the Secretary of 


Defense of its opinion that all of the armed sery ices should follow uni- 
form procedures with respect to the utilization of the authority to 
drop retired officers from the rolls. 

When uniform procedures for dropped retired officers from the rolls 
are agreed upon by the Department of Defense, further legislative 
action may De necessary to implement these procedures. Until the 
ecommendations of the Department of Defense are received on this 
subject the committee has decided to defer a decision on most of the 
features incorporated in the bill as it was referred to the committee. 


Two cases of retired Navy officers having been dropped from the 
rolls caused the initiation of legislation on this subject. These are the 


cases of former Comdr. Robert B. Rueger and former Lt. Comdr. 
‘red Gillem, Jr. 

Both of these former officers were dropped from the rolls subsequent 

December 31, 1954. As the bill was referred to the committee it 
contained a retroactive provision restoring the right of these two 
former officers to resume rece ipt of retired pay. 

To restore these former officers to a position substantially similar 
to that of one of their contemporaries in another service in the same 
circumstances, the committee amendment permits former retired 
rege dropped from the rolls after December 31, 1954, and before 

he date of enactment of this bill to be treated as if they had not been 
icopped from the rolls and to be entitled to retired pay for the retro- 
active period and for the future. 
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Persons covered by this amendment would be subject to the penal, 
prohibitory, and restrictive provisions of law applicable to the pay 
and civil employment of retired officers and would, in the future, be 


subject to having their retired pay terminated for any reason for 


which any retired officer might have his pay terminated. 


COST 

Enactment of this bill, as amended, would result in restoration of 
retired pay to former Commander Rueger retroactive to May 8, 1957, 
and to former Lieutenant Commander Gillem retroactive to May 16, 
1955. 

These restorations would not significantly affect budgetary esti- 
mates. Since the retired pay ol these former officers had been planned 
and budgeted, the contingency of the termination of their retired pay 
hardly has been included in estimating fiscal requirements 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXILX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns 
the test of provisions of existing law which would be repealed or 
amended by the various provisions of the bill: 


EXISTING LAW THE RILI 
§ 1161. Commissioned _ officers: “Nothwithstanding anv other 
limitations on dismissal provision of law, a former retired 


(a) No commissioned officer officer dropped from the rolls un- 
may be dismissed from any armed der section 10 of the Act of May 


force except 5. 1950. (ch. 169 64 Stat. 146). or 
(1) by sentence of a general section 1161. of title 10, United 
court-martial: States Code, after December 31, 


(2) in commutation of a 1954, and before the date of 


sentence of a general court- enactment of this Act shall, for 


martial; or the purposes of entitlement to 
(3) in time of war, by retired or retirement pay after the 
order of the President date of enactment of this Act, be 


(b) The President may drop treated as if he had not been 
from the rolls of any armed force dropped from the rolls. Such an 
any commissioned officer (1) who officer is also entitled to retro- 
has been absent without authority active retired or retirement pay 
for at least three months, or (2) for the period beginning on the 
who is sentenced to confinement in date he was dropped from the rolls 
a Federal or State pententiary or and ending on the date of enact- 
correctional institution after hav- ment of this Act, as if he had not 
ing been found guilty of an offense been dropped from the rolls. 
by a court other than a court- 
martial or other military court, 
and whose sentence has become 
final. 
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EXISTING LAW 


THE BILL 


Sec. 2. A former retired officer 
covered by this Act is subject to 
the penal, prohibitory, and re- 
strictive provisions of law appli- 
cable to the pay and_ civil 
employment of retired officers of 
the Armed Forces and is not en- 
titled to any other benefit pro- 
vided by law or regulation for 
retired officers of the Armed 
Forces. After the date of enact- 
ment of this Act, such a former 
retired officer may, in the discre- 
tion of the President, have his 
entitlement to retired or retire- 
ment pay under this Act termi- 
nated for any reason for which any 
retired officer may be dismissed 
from, or dropped from the rolls of, 
any armed force. 

Sec. 3. Appropriations avail- 
able for the payment of retired pay 
to members of the Armed Forces 
are available for payments under 
this Act. 


O 
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AMENDING THE FAIR LABOR STANDARDS ACT OF 1938, 
AS AMENDED 


\vueust 11, 1958.—Ordered to be printed 


REAn, NAIN 


Mr. KENNEDY, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


To accompany H. R. 12967] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 12967) to amend the Fair Labor Standards Act of 1938 
with respect to the frequency of review of minimum wage rates estab- 
lished for Puerto Rico and the Virgin Islands, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass 


BACKGROUND OF THE BILL 


[In 1938, Congress passed the Fair Labor Standards Act, establishing 
minimum wages and hours for certain work performed within the 
continental limits of the United States. The law provides that, with 
respect to certain industries engaged in commerce or in the production 
of goods for commerce in Puerto Rico and the Virgin Islands, wage 
rates should be reviewed from time to time by industry committees 
nominated for that purpose by the Secretary of Labor. In 1955 
(Public Law 381, 84th Cong., Ist sess.), Congress amended the act so 
as to provide that these reviews of industry wage rates in Puerto Rico 
and the Virgin Islands would be accomplished once a year. The 
purpose of the annual-review provision was to speed up the process of 
raising minimum wage rates for employees in Puerto Rico and the 
Virgin Islands to the minimum level applicable to employees in the 
continental United States. While periodic review at regular intervals 
continues to be desirable, the objective of the act can be served 
adequately by biennial review of rates which have not reached the $1 
level. 

Experience since that time has indicated that this annual review 
of wage rates by industry committees has been burdensome on both 
employers and workers in Puerto Rico, who have had to adjust fre- 
quently to changes in rates, and it has been found that economic 
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changes oecurring from one year to the next, in general, do not pro- 
vide a sufficient justification for an alter ation in wage rates. More- 
over, the administrative burden and expense to the Department of 
Labor in carrying out the provision of the act requiring an annual 
review Is senatiansle. 


PURPOSE OF THE BILL 


This proposed legislation has a very limited purpose. It simply 
provides for industry-committee review of minimum wage rates appli- 
cable to employees engaged in commerce or in the production of goods 
for commerce in Puerto Rico or the Virgin Islands under the Fair 
Labor Standards Act of 1938, as amended, at least every 2 years 
instead of once each year as is presently the case. The bill also 
provides that the Secretary in his discretion may order an additional 
review during any such 2-year period. 

At present, the cost of administering the annual industry-committee 
wage determinations in Puerto Rico and the Virgin Islands is esti- 
mated at $350,000 per vear. If this bill is enacted, approximately 
$120,000 in governmental savings will accrue annually. The Depart- 
ment of Labor has urged the enactment of this bill, and it has the 
support of both industry and labor groups who are affected 

This legislation has the approval of the Department of Lobor. 
The report from that Department follows: 


DrPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, August 5, 1998 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfar 
United States Senate, Wash pngton, D4 

Dear Senator Hii: This is in response to your request for this 
Department’s comments on H. R. 12967, an act to amend the Fair 
Labor Standards Act of 1938 with respect to the frequency of review 
of minimum wage rates established for Puerto Rico and the Virgin 
Islands 

H. R. 12967 would amend section 8 (a) of the act to provide for 
biennial rather than annual review of industry-committee minimum 
wage rates established in accordance with section 8 which are not 
equal to the minimum wage rates prescribed in section 6 (a) (1). It 
would also provide that the Secretary, in his discretion, may order an 
additional review during any such biennial period. 

The proposed legislation is substantially similar to section 3 (a) of 

1018, which is part of the legislative program of the Department of 
Labor, and has our approval. 

Periodic review of established wage rates is desirable as a means of 
assuring progress toward achieving the objective of a $1 minimum 
wage. However, a requirement of annual review is not only ad- 
ministratvely burdensome, but is not justified by any probable change 
in economic conditions over so short a period of time. By requiring 
biennial rather than annual review, H. R. 12967 would continue to 
assure progress toward the objective of a $1 minimum and, at the 
same time, would eliminate the expense and administrative burden 
of needless review proceedings. The change in the requirements 
from annual to biennial review would not preclude annual review in 
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those situations where the Secretary finds that such review is neces- 
sary to carry out the purposes of the act. 

As previously noted, H. R. 12967 is substantially similar to section 
3 (a) of S. 1018. In addition to providmg for biennial review of 
industry-committee wage rates, 5. 1018 would also provide for review 
by the Secretary of Labor of the minimum-w age recommendations 
of industry committees, in accordance with the recommendation 
made by President Eisenhower when he signed the American Samoa 
Labor Standards Amendments of 1956 on August 8, 1956. 

We recommend the enactment of H. R. 12697. We also again 
urge, for the reasons stated in our report on S. 1018 of February 14, 
1957, that early and favorable consideration be given by the com- 
mittee to the proposals in S. 1018 which are not incorporated in H. R. 
12967. 

The Bureau of the Budget advises that it has no objection to the 
submission of the proposed report to the committee, and recom- 
mends enactment of H. R. 12967, and that early and favorable 
consideration be given by the committee to the proposals in S. 1018 
which are not incorporated in H. R. 12967. 

Sincerely yours, 
James T’. O'CONNELL, 
Under Secretary of Labor. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTION 8 OF THE Farr LABOR STANDARDS Act OF 1938, AS AMENDED 


Sec. 8. (a) The age of this Act with respect to industries in 
Puerto Rico and the Virgin Islands engaged in commence or in the 
production of Seas tae commerce is to reach as rapidly as is econom- 
ically feasible without substantially curtailing employment the 
objective of the minimum wage prescribed in paragraph (1) of sec- 
tion (6) (a) in each such industry. The Administrator shall from 
time to time convene an industry committee or committees, appointed 
pursuant to section 5, and any such industry committee shall from 
time to time recommend the minimum rate or rates of wages to be paid 
under section 6 by employers in Puerto Rico or the Virgin Islands, or 
in Puerto Rico and the Virgin Islands, engaged in commerce or in the 
production of goods for commerce in any such industry or classifica- 
tions therein. [Minimum rates of wages established in accordance 
with this section shall be reviewed by such a committee at least once 
each fiscal year.] Minimum rates of wages established in accordance 
Ww — this section which are not equal to the minimum wage rate prescribed 

n paragraph (1) of section 6 (a) shall be reviewed by such a Committee 
once during each biennial period, beginning with the biennial period 
commencing July 1, 1958, except that the Secretary, in his discretion, may 
order an additional revision during any such biennial period. 


rn 


\ 





* 





Calendar No. 2366 


85TH CONGRESS SENATE REpPortT 
2d Session No. 2 31. 4 


CLARIFICATION OF DOWNGRADING PROVISIONS 
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Mr. Jonnsron of South Carolina, from the Committee on Post Offigg 
and Civil Service, submitted the following 


REPORT 


[To accompany H. R. 1168] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 1168) to clarify the application of section 507 
of the Classification Act of 1949 with respect to the preservation of thi 
rates of basic compensation of certain officers or employees in cases 
involving downgrading actions, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

STATEMENT 


The purpose of this measure, as indicated by the title, is to clarify 
the application of section 507 of the Classification Act of 1949, as 
amended, with respect to the preservation of the rates of basic com- 
pensation of certain officers or employees whose positions are down- 
graded through no fault of theirs. 

The purpose of the measure is to remove inequities that have been 
found to exist in a limited number of instances wherein employees’ 
positions are reduced in grade through no fault of theirs, but who, 
because of the restrictive language of the law, have been denied the 
protection and benefits intended to be provided under the law. 

The law has been interpreted as applying only to employees reduced 
in grade without a change in duties, whereas other employees having 
equal claims in equity have been denied protection because of a change 
in duties even of an immaterial nature. 

This measure broadens eligibility to include such employees, thus 
eliminating distinctions having no fair or valid basis. 


AGENCY VIEWS 


Knactment of this measure has been recommended by the Civil 
Service Commission and the Bureau of the Budget. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (¢ xisting law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, existing law in which no 
change is proposed is shown in roman). 


Section 507 oF THE CLASSIFICATION Act oF 1949, as AMENDED 


[Sec. 507. (a) Each officer or employee subject to this Act- 

[(1) who holds, on or after the date of enactment of this sec- 
tion, jeaias a career-conditional or career appointment in the 
competitive civil service, a position (A) which is in any grade 
of a basic aor nsation schedule of this Act (other than grade 
16, 17, or 18 of the General Schedule) and (B) which is placed, 
on or after such date of enactment, while such officer or em- 
ployee holds such position, in a lower grade of such sc hedule 
under any reclassification of such position pursuant to this Act 

[(2) who has held such position for a continuous period of 
not less than two vears ending immediately prior to the date of 
such reclassification; and 

[(3) whose performance of the work of such position at all 
times during such period is satisfactory or better than satis- 
factory; 

shall continue to receive basic compensation at the rate to which he 
was entitled immediately prior to such reclassification of his position 
including any increases in such rate of basic compensation provided 
by law at any time while such officer or employee is in such position) 
until (i) he leaves such position or (ii) he is entitled to receive basic 
compensation at a higher rate by reason of the operation of this Act; 
but, whenever such position becomes vacant, the rate of basic com- 
pensation of any individual subsequently appointed to such position 
shall be fixed in accordance with this Act. 
[(b) Each officer or employee subject to this Act 

[(1) who, during the period beginning on July 1, 1954, and 
ending immediately prior to the date of enactment of this section 
continuously held a position (A) which was in any grade of a 
basic compensation schedule of this Act (other than grade 16, 17, 
or 18 of the General Schedule) and (B) which was placed, at any 
time during such period, in a lower grade of such schedule under 
one or more reclassifications of such position pursuant to this Act; 

[(2) who holds such position on the date of enactment of this 
section; 

[(3) who has held such position for a continuous period of not 
less than two years ending immediately prior to the date of enact- 
ment of this section; and 

[(4) whose performance of the work of such position at all 
times during such period of two years specified in paragraph (3) 
of this subsection — also on the date of enactment of this section 
was satisfactory or better than satisfactory, 

shall be granted, dive as of the first day ‘of the first pay period 
which begins after the date of enactment of this section (if he continues 
to hold such position on such first day of such first pay period), the rate 
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of basic compensation to which he was entitled immediately prior to 
such reclassification of his position (or, in the case of more than one 
reclassification of such position, the date of the first of any such reclas- 
sifications), including any increases in such rate of basic compensation 
provided by an at any time while such officer or employee is in such 
position, until (i) he leaves such position or (ii) he is entitled to receive 
basic cence at a higher rate bv reason of the operation of this 
Act; but, whenever such position becomes vacant, the rate of basic 
compensation of any individual subsequently appointed to such posi- 
tion shall be fixed in accordance with this Act. No officer or employee 
shall be entitled by reason of this subsection to basic compensation for 
any period prior to the first day of the first pay period which begins 
after the date of enactment of this section.] 

Sec. 507. (a) Subject to the limitation contained in subsection (c) 
of this section, each officer or employee subject to this Act— 

(1) who at any time after June 17, 1956, is or was reduced 
grade from any grade a a — compensation schedule of this 
Act (other than grade 16, 18 of the General Schedule) ; 

(2) who, on the effec sa 8 of such reduction in grade, holds 
or held a career or carrer-conditional appointment in the com- 
petitive civil service or an appointment of equivalent tenure in the 
excepted service; 


re) whose reduction in grade is not or was not caused by a de- 
motion for personal cause, is not or was not at his own request, 
and is not or was not effected un a reduction mM force due to lack of 
funds or curtailment of work: 
| (4) who, for two continuous years rm iately proor to such 
reduction in grade, served (A) in the Same department and (B) 
in the same grade or in the same and higher grades; and 
(5) whose performance of work at all times during such period 
i of two years is or was satisfactory or better than satisfactory, 
shall be entitled, as of the effective date of such reduction in grade or as of 
| the first day of the first pay period which begins after the date of enact- 
ment of this amendment, whichever is later, unless or until he is entitled 
| to recewe basic compensation at a higher rate by reason of the operation 
\ of this Act, to receive the rate of basic compensation to which he was 
enti itled immediately prior to such reduction un grade SO long as he con- 
| tinues in the same department without any break in service of one workday 
| or more and % is not de ee or reassigned for personal CaUSE, at his own 
request, or in a reduction in force due to lack of funds or curtailment of 
work. 
(6) Subject to the limitations contained in subsection (c) of this section, 
| each officer or employee subject to this Act 
| (1) who, during the period beginning July 1, 1954, and ending 
June 17, 1956. was reduced in grade from any grade of a basic 
; compensation schedule of this <Aet (other than grade 16, 17, or 
| 18 of the General Schedule); 
(2) whose reduction in grade was not caused by a demotion 
r personal cause, was not at his own request, and was not effected 


in a reduction in force due to lack of. funds or curtailment of work; 

(3) who, for two continuous years immediately prior to such 
reduction in grade, served (A) in the same department and (B) 
| in the Sdn ¢ grade or in the Same and h igher grade 8, 
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(4) whose performance of work at all times during such period 
of two years was satisfactory ot better than satisfactory; and 
(5) whose employment in the same department has been con- 
tinuous since such reduction in grade and who, since such reduc- 
tion in grade, has not been demoted or reassiqned for personal 
cause, at his own request, or in a reduction in force due to lack of 
funds or curtailment of work, 
shall be entitled, as of the first day of the first pay period which begins 
after the date of enactment of this amendment. unless or untold he Xs 
entitled to rece WE basic compe n sation at a h igher rate by reason of the 
operation of this Act, to receive the rate of basic compe nsation to whieh 
he was entitled immediately prior to such reduction in grade so long 
as he continues in the same department without any break in service 
of one workday or more and is not demoted or reassigned for personal 
cause, at his own request, or in a reduction in force due to lack of funds 
or curtailment of work. 

(Cc) The rate of basic com pe nsation to which such office r or employee 
is entitled under subsection (a) or (6) of this section with respect to 
each reduction in grade to which this section applies shall not exceed 
the sum of (1) the minimum scheduled rate of the grade to whieh he is 
reduced under each such reduction in grade occurring on or after July 
1, 1954, and (2) the difference between his rate immediately prior to 
the first of such reductions in grade occurring on or after July 1, 1954 
and the minimum scheduled rate of that grade which is three “grades 
lower than the grade from which he was reduced under the first of such 
reductions in.grade. 

(d) The Civil Service Commission is authorized to issue regulations 


to carry out the PUr pose S of th 18 section 
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\fr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 
[To accompany H. R. 10495] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 10495) to amend that part of the act of June 9, 
1896 (29 Stat. 313), relating to the establishment of postal stations 
and branch offices, so as to permit them to be established within 10 
miles of the boundary of the adjoining city, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill as amended do pass. 


AMENDMENT 


The committee amendment adds section 2 to the House approved 
bill. 


EXPLANATION OF SECTION 1 


Section 1 gives effect to an official request of the Post Office Depart- 
ment. The objective is to enable the Post Office Department to 
provide better and more economical postal service in urban and 
suburban areas. 

Present law authorizes the establishment of postal stations and 
branch offices within a radius of 5 miles of the outer boundaries of 
the adjacent city wherein the main post office is located. 

The Post Office Department points out that in recent years the 
rapid growth of urban and suburban population has rendered the 
present law obsolete, and that extension to a 10-mile radius is necessary. 

Section 1 of the bill extends the limit to 10 miles as requested by the 
Post Office Department. 
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EXPLANATION OF SECTION 2 


On August 4, 1958, the Senate passed H. R. 7710 with an amendment 
identical to section 2 but completely unrelated to the original subject 
of the bill. 

Because the committee deems H. R. 10495 a more appropriate 
vehicle for enactment of the section 2, it is being resubmitted to the 
Senate and after approval of H. R. 10495 the House committee will be 
asked to delete the provision from H. R. 7710. 

The explanation of the provision that appeared in the report on 
H. R. 7710 is repeated as follows: 


Section 2 is designed to alleviate a situation neither antici- 
pated nor inteaded but which will result under the Postal 
Rate Increase Act, 1958, unless corrective legislation is 
enacted. 

The problem was brought to the attention of the committee 
by the seed and nursery companies in all areas of the Nation 
and by the American Association of Nurserymen. 

Since 1949, pieces of third-class mail in excess of 9 by 12 
inches have been considered by the Post Office De ee 
to come ag the “odd size” category and, thus, subject to 
the penalty rate applicable to such mailings. 

Gener: ally, seed and nursery catalogs are approximately 10 
by 13 inches in size and, thus, would warrant application of 
the “odd size’ penalty rate. However, they have been 
mailed at the pound rate instead of the oldd-size penalty 
rate because this produced more revenue for the Post Office 
Department. The Postal Rate Increase Act, 1958, did not 
change the pound rate but it doubled the odd-size penalty 
rate. 

The Post Office Department now has no choice but to apply 
the odd-s ize penalty rate to mailings of seed and nursery 
catalogs as this will produce more revenue than would the 
normal pound rate. This paradox was not realized by the 
Congress or the Post Office Department at the time the bill 
was under consideration, but, most important of all, it caught 
the seed and nursery industry completely unawares. The 
peer emisie result is that they had their 1959 catalogs on 
hand or on order before the real situation became known. 
At this eke hour there is nothing they can do to reduce the 
size of their catalogs to come within the dimensional limits 
that would permit them to be mailed at the regular pound 
rate. 

In these circumstances, the committee is strongly of the 
opinion that the effective date of the increase on the odd-size 
penalty rate should be postponed to May 1, nag This 
should be done as a matter of equity in order to prevent 
imposing an undue financial hardship on a small ae of 
companies. These companies can, when ordering their 
catalogs for the following year, reduce the size so that the 
odd-size penalty rate will not apply and, at the same time, 
it will give the committee sufficient time to study properly the 
question of odd-size mailings and penalty rates. 
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AGENCY VIEWS 


Below is the letter of the Post Office Department requesting the 
action embodied in section 1: 


OrricE OF THE PosTMASTER GENERAL, 
Washington, D. C., January 7, 1958. 
Hon. Ricuarp M. Nixon, 
President of the United States Senate. 

Denar Mr. Presipenr: Submitted herewith, for consideration by 
the Congress, is a legislative proposal to amend that part of the act of 
June 9, 1896 (29 Stat. 313), relating to the establishment of postal 
stations and branch post offices, so as to permit them to be established 
within 10 miles of the boundary of the adjoining city. 

At present this law, which is codified in section 160 of title 39, 
United States Code, restricts the establishment of postal stations and 
branch post offices outside the corporate limits of the city where the 
main post office is located to a distance of not ‘‘more than five miles 
as near as may be from the outer boundary or limits of such city o1 
town in which the principal office is located.” 

In the year 1896, when the law was enacted, the situation was such 
that the 5-mile limitation did not impose any hardship in providing 
for adequate mail service. However, the growth of our population has 
now caused the establishment of new communities more than 5 miles 
beyond corporate limits of the larger cities. 

Unless the present 5-mile limitation is extended, the Department 
is faced with the necessity of establishing independent post offices 
which would result in considerable expense and would not provide the 
most efficient mail service. By the establishment of stations or 
branches it is possible to utilize the resources of trained personnel, 
equipment, supplies, and supervision of the larger offices. In addi- 
tion, our experience clearly indicates that at least one additional 
employee is required at a small independent office over and above 
the manpower which would be required to conduct a comparable 
branch or station. Incidental costs such as independent record- 
keeping and reporting, mail messenger service, and other costs result 
in a conservative estimate of $5,000 a year which could be saved 
through the operation of a branch post office in lieu of an independent 
post office. 

It is proposed, therefore, to extend the present 5-mile limitation to 
10 miles beyond the corporate limits or boundaries of the city or 
town in which the principal office is located. This will permit the 
establishment of approximately 25 branch post offices yearly with 
resultant savings of approximately $125,000 to the Department. It 
will permit the patrons of the postal service to enjoy improved postal 
service that would not be available if the Department is required to 
provide service through independent post offices. 

It is believed that the attached legislative proposal will accomplish 
the purpose desired, and this Department urges its early enactment. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this legislative proposal to Congress. 

Sincerely yours, 
E. O. SEssiIons, 
Acting Postmaster General. 


4 RELATING TO ESTABLISHMENT OF POSTAL STATIONS, ETC. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


First PARAGRAPH UNpER HEADING “OFFICE OF THE First ASSISTANT 
PoOSTMASTER-GENERAL”’ IN THE Act OF JUNE 9, 1896 (29 Strat. 313; 
39 U.S. C. 160) 


OFFICE OF THE FIRST ASSISTANT POSTMASTER-GENERAL 


For compensation to postmasters, sixteen million two hundred 
and fifty thousand dollars: Provided, That no post-office established 
at any county seat shall be abolished or discontinued by reason of any 
consolidation of post-offices made by the Postmaster-General under 
existing law, and any such post-office at a county seat heretofore 
consolidated shall be established as a separate post-office at such 
county seat: Provided, however, That this provision shall not apply 
to the city of Cambridge, Massachusetts, or to Towson, Maryland: 
And provided further, That hereafter no station, substation, or branch 
post-office shall be established beyond the corporate limits or bound- 
aries of any city or town in which the principal office to which such 
station, substation, or branch office is attached is located, except 
in cases of villages, towns, or cities of fifteen hundred or more inhabit- 
ants not distant more than [five] ten miles as near as may be from 
the outer boundary or limits of such city or town in which the principal 
office is located. 


SecTION 215 oF THE PostaL Rate INcREASE Act, 1958 


Src. 215. (a) The provisions of this section and sections 201, 204 
(d), 204 (e), 209, 210, 211, 212, 213, and 214 (a) (1), (2), and (4) of 
this title shall become effective on the date of enactment of this Act. 

(b) The provisions of sections 202, 203, 204 (c), 204 (f), 205 (1), 
[205 (5),] and 206 of this title shall be come effective on the first day of 
the first month which begins at least 40 days after the date of enact- 
ment of this Act. 

The provisions of section 204 (a) and (b) of this title shall be- 
come effective as provided in such section 204 (a) and 

(d) The provisions of sections 205 (2), 205 (3), 205 (4), 205 (6), 
and 214 (a) (3) of this title shall become effective on January 1, 1959. 

(e) The provisions of sections 207 and 208 of this title shall become 
effective on July 1, 1958. 

(f) The provisions of section 214 (b) of this title shall become effee- 
tive as of the effective date of the Civil Service Retirement Act 
Amendments of 1956. 

(q) The provisions of section 205 (5) of this title shall become effective 
on May 1, 1959 

G3 
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Mr. Jounston of South Carolina, from the Committee on Post 
Office and Civil Service, submitted the following 


REPORT 


[To accompany §, 4191] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (5S. 4191) to maintain existing minimum postage 
rates on certain publications mailed in the county of publication, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass 


AMENDMENT 


The committee amendments strike out the title and all of the 
bill after the enacting clause and insert a new title and language. 
No substantive changes of any kind are made by the amendments but 
the new title and language are substituted for technical reasons and 
in the interest of exactness. 

PURPOSE 


Ff The purpose of S. 4191 is to prevent an increase in the existing 
minimum per copy postage charge of one-eighth cent on publications 
mailed for delivery within the county of publication but which are 
not entitled to the free-in-county privilege. 


EXPLANATION 


Under law, in existence prior to enactment of the Postal Rate 
Increase Act, 1958, the minimum postage rate for the publications 
concerned was one-eighth of 1 cent per copy. 

H. R. 5836, as passed in the House did not change the existing 
rate. The bill, as amended, and passed in the Senate provided for an 
increase of from one-eighth of 1 cent to one-fourth of 1 cent, three- 
eighths of 1 cent and one-half of 1 cent in 3 successive annual incre- 
ments starting January 1, 1959. 
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The committee of conference on the disagreeing votes of the two 
Houses on H. R. 5836 considered both second- and third-calss rates on 
an overall ‘‘package”’ basis but did not discuss or agree upon the rate 
herein involved as a specific item. While the language of the bill as 
enacted is that which appeared in the Senate version and thus requires 
that the rate be increased the statement of the managers on the part of 
the House clearly states that no increase will apply. S. 4191 is de- 
signed to carry out the view expressed in the House report. 


AGENCY VIEWS 


Following is a letter from the Post Office Department in regard to 

the measure: 
OFrFICE OF THE POSTMASTER résp NERAL, 
Washington, D. C., August 8, 1958. 
Hon. OLIN D3. JOHNSTON, 
(Chairman, Commattec On Post Offic: and Civil Service, 
United States Senate. Washington, ry. Ct 

Drar Mr. CHairMan: Reference is made to your request for a 
report on S. 4191, a bill to maintain existing minimum postage rates 
on certain publications mailed in the county of publication. 

The bill will amend title 39, United States “( ‘ode, section 289a, as 
amended by the act of May 27, 1958 (72 Stat. 139; Public Law 85-426 
which applies the minimum rate per copy increase to second-class 
publications when mailed with the county of pub ee, except to 
those publications entitled to be mailed free and to publications of 
certain nonprofit organizations. Under the Ss eciaadl the minimum 
rate per copy instead of increasing from one-eight cent to one-half 
cent in 3 yearly one-eighth cent increments will remain at one-eighth 
cent for all within-county commercial mailings which are not entitled 
to the free mailing privilege. 

Based on fise:! 1957 volume, S. 4191 would reduce the additional 
revenue anticipa ied from second-class ~~ under Public Law 85-426 
by approximately $500,000 the first year, $1.5 million the second year, 
and $2.6 million the third year am ‘ie last step increase in the 
minimum rate per copy became effective. 

In 1957, more than 351 million copies of second-class publications 
were handled without any charge whatsoever, 520 million copies were 
handled at the rate of only 1 cent per pound, a 321 million copies 


ri 


were subject to the minimum charge per copy of one-eighth cent. 
The average per copy revenue on all within-county second-class matter 
amounted to only twenty-six one hundredths cent in fiscal 1957 and 
the average per copy revenue from small newspapers amounted to only 
twelve one-hundredths cent. With an average per piece cost of ap- 
proximately 3.5 cents in fiscal 1957, it is apparent that the rate increase 
provided for under Public Law 85-426 still will produce revenues far 
short of expenditures. It is estimated that, if the provisions of Public 
Law 85-426 remain in effect, small weekly newspaper publishers will 
pay on the average only seventeen one-hundredths cent per copy for 
their within-county mail service after the first-step increase, twenty- 
five one-hundredths cent after the last one-eighth cent adjustment, o1 
approximately only 10 percent of costs after the last step increase. 
The Department did not deem it advisable to include second-class 
within-county rate changes in its major rate proposals upon which 
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the Congress has already acted because it was felt that the issues 
involved could best be handled as a separate legislative proposal. It 
is the Department’s view, however, that the provisions of Public 
Law 85-426 as they apply to within- county matter are fully justified. 
The increase in the minimum rate per copy under Public Law 85-426 
and the initiation of the currently applicable one-eighth cent per 
copy rate under provisions of the act of October 30, 1951, have been 
the only rate changes made in the second-class within- -county rate 
structure since 1885. For almost three-quarters of a century within- 
county piece and pound rates and the free-in-county mailing privilege 
have remained unchanged in spite of the vast increases in costs of 
rendering the service and the many changes in conditions which 
prompted enactment, of the original legislation. 

In view of this it is our belief that the entire within-county second- 
class rate structure should be reviewed by the Congress for the purpose 
of evaluating the desirability of making further rate adjustments. 
To this end the Department is preparing a legislative proposal for 
future submission to the Congress. This will permit an overall 
evaluation of the within-county rate structure, including a determina- 
tion as to whether it is in the public interest to change the rate provi- 
sions of Public Law 85-426 as they apply to second-class within- 
county mailings 

Due to the urgency of your request, this report has not been 
cleared through the Bureau of the Budget. 

Sincerely yours, 
Artuur E. SUMMERFIELD, 
Postmaster General. 


CHANGES IN EXISTING LAW 


[In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in ot law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 


existing law in which no change is proposed is shown in roman): 


SECTION 2 (c) OF THE AcT oF OcTOBER 30, 1951 (65 Stat. 673) 


SECOND-CLASS MAIL 

pec, 2. (fa) ° * * 

* ” « * ok * * 

(c) In no case, except where the free-in-county mailing privilege is 
applicable, shall the postage on each individually addressed copy be 
less than one-fourth of 1 cent effective January 1, 1959, three-eighths of 
| cent effective January 1, 1960, and one-half of 1 cent effective Jan- 
uary 1, 1961, except that (1) in no case shall the postage on each 
individually addressed copy mailed by the organizations listed, and for 
the purposes prescribed, in the second and third provisos of subsection 
(a) of this section, and on each individually addressed copy of a publica- 
tion of the second class addressed for delivery within the county of pub- 
lication and not entitled to the free~in-county mailing privilege, be less 
than one-eighth of 1 cent and (2) the per copy rates prescribed for 
publications covered by section 25 of the Act of March 3, 1879, as 
amended (39 U.S. C. 286), shall be continued. 


O 
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GRANTING LONGEVITY CREDIT FOR SERVICE PER- 
FORMED IN THE PANAMA CANAL ZONE POSTAL SERV- 
ICE 


Aveust 11, 1958.—Ordered to be printed 


INIVERS1+ 4 tate oe : 
De ICHIGAN and Civil Service, submitted the following 
SEP 2 1353 REPORT 

MAIN [To accompany H. R. 13404] 


READING ROC’! 


FH The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 13404) to amend section 404 (c) (1) of the 
Postal Field Service Compensation Act of 1955 to grant longevity 
credit for service performed in the Panama Canal Zone postal service, 
having considered the same, report favorably thereon, without amend- 
ment, and recommend that the bill do pass. 


PURPOSE 


‘The purpose of this measure is to correct an inequity in the postal 
field service by granting longevity credit to employees in the postal 
field service in the States for service performed by them in the Panama 
Canal Zone postal service. 


EXPLANATION 


‘There are a few employees presently working for the Post Office 
Department in the States who were formerly employed in the postal 
service in the Canal Zone, but who are denied credit for such service 
for longevity purposes. ‘The number of such employees is estimated 
to be less than 100. 

AGENCY VIEWS 


Following are letters to the House Committee on Post Office and 
Civil Service in support of this measure, which embodies the amend- 
ments suggested by the Post Office Department and the Bureau of 
the Budget: 
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ExercuTIvE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., September 27, 1957. 


Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: Reference is made to your recent request 
for the views of the Bureau of the Budget with respect to H. R. 6460, 
a bill to amend the act entitled “ An act to provide uniform longevity 
grades for the postal field service,” approved May 3, 1950. 

The purpose of the bill is to allow credit, for purposes of longevity 
compensation, of service performed in the Panama Canal Zone postal 
service. The bill would credit such service as service in the postal 
field service of the Post Office, retroactive to November 1, 1949. 

In a report which the Postmaster General is submitting to the 
committee on this measure, he states that Panama Canal service is 
sufficiently similar to the postal field service to permit crediting such 
service under the longevity system without difficulty, but that the 
retroactive feature of the bill would establish an unfortunate prece- 
dent. The Postmaster General recommends clarifying substitute 
language, and deletion of the retroactive provision. The Bureau of 
the Budget concurs in the recommendation of the Post Office Depart- 
ment. 

Accordingly, the Bureau of the Budget would interpose no objection 
to enactment of the measure, amended as suggested by the Depart- 
ment. 

Sincerely yours, 
Rospert E. Merriam, 
Assistant Director. 


OFrriIce OF THE PostTMAstTER GENERAL, 
Washington, D. C.. October 14. 1 17% 
Hon. Tom Mi 
( hairman, Comm ittec Ol Post Office and Civil Poy. rvice. 
House of Representatives. 

Dear Mr. Cuarrman: Reference is made to the request for a report 
on H. R. 6460, a bill to amend the act entitled “An act to provide 
uniform longevity grades for the postal field service,’ approved May 
3, 1950. 

This measure would amend the act entitled “An act to provide 
uniform longevity grades for the postal field service,” approved May 

1950 (64 Stat. 101), so as to permit the crediting of service with the 
Panama Canal Zone posts al service for purposes of longevity compen- 
sation. The service would be creditable on and after November 1, 
1949, for employees now on the rolls. 

This Department interposes no objection to the first section of the 
bill, which would credit service performed in the Panama Canal Zone 
postal service as service in the postal field service of the Post Office 
Department, because such service is sufficiently similar to the postal 
field service to permit incorporation of the service into the longe vity 
system without causing administrative difficulties. 

Objection is raised, however, to the retroactive feature of the bill. 
It is believed that an unfortunate precedent would be set if this 
feature were to be retained. 
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The provisions relating to longevity compensation for employees in 
| the postal field service are now contained in sec ara 404 of the Postal 
Field Service Compensation Act of 1955 (89 U. S. C. 984). It is 
suggested, therefore, that H. R. 6460 be amended a as stolen: 

1. Strike out the title and insert in lieu thereof ‘“To amend section 


| 404 of the Postal Field Service Compensation Act of 1955, to grant 
| longevity credit for services with the Panama Canal Zone postal 
. 9 
service. 


2. Strike out all after the enacting clause and insert in lieu thereof, 
“That paragraph (1) of section 404 (c) of the Postal Field Service 
Compensation Act of 1955 (39 U.S. C. 984), is hereby amended (a) 
by adding ‘(E) time performed in the Panama Canal Zone postal 
service’ as a new subparagraph at the end thereof; (b) by a out 
the word ‘and’ after the semicolon following subparagraph (C), and 
(c) by striking out the period at the end of subparagraph (D) sad by 
inserting in lieu thereof ‘; and’ 

There is no information available on the number of employees in 
our postal service who have worked for the Panama Canal Zone postal 
service and whose additional service would entitle them to one lon- 
gevity step each from November 1, 1949. However, it is believed 
that few employees would be affected by the provisions of this bill 
and it would have no substantial effect on postal expenses. It is 

estimated that the cost of this measure would be less than $10,000 


H er vear. 

| | lf the measure is amended as suggested, this Department would 
{ interpose no objection to its enactment. 

| The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to the committee. 

| Sincere ly yours, 


E. O. SEssIons, 
| Deputy Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 

Rules of the Senate, changes in existing law made by the bill, as re- 

ported, are shown as follows (existing law proposed to be omitted is 

enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 


Srecrion 404 or THE PostaAL FIELD SERVICE COMPENSATION ACT OF 
1955, As AMENDED (39 U. S. C. 984) 


LONGEVITY STEP-INCREASES 


asec 404. (a) There are established for each employee longevity 
steps A, B, and C. For each promotion to a longevity step— 

(1) each postmaster at a post office of the fourth class shall 
receive an pinta equal to 5 per centum of his basic salary, or 
$100 per annum, whichever is the lesser, and 

(2) each employee (other than a postmaster at a post office 
of the fourth class) shall receive $100 per annum. 

In computing the percentage increase under this subsection the amount 
of the increase shall be rounded to the nearest dollar. A half dollar 
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or one-half cent shall be rounded to the next highest dollar or cent, 
respectively. 

(b) Each employee shall be assigned to— 

(1) longevity step A at the ‘beginning of the pay period follow- 
ing the comple tion of thirteen years of service; 

‘(2) longevity step B at the beginning of the pay period follow- 
ing the comple tion of eighteen years of service; and 

(3) longevity step C at the beginning of the pay period follow- 
ing the completion of twenty five vears of service. 

:) (1) There shall be credited, for the purposes of subsection (b) 

(A) all time on the rolls, except time on the rolls as a substitute 
rural carrier, in the postal field service or in the Post Office 
Department; 

(B) all time on the rolls in the custodial service of the Depart- 
ment of the Treasury continuous to the date of the transfer of 
the employee to the custodial service of the Post Office Depart- 
ment in accordance with Executive Order Numbered 6166, dated 
June 10, 1933: 

(C) all time on the rolls as a special-delivery messenger at a 
first-class post office; 

(D) all time on the rolls as a clerk in a third-class post office 
for which payment is made from authorized allowances; [and] 

(E) all time on the rolls under the Postal Accounts Division 
(including time on the rolls under the former Post Office Depart- 
ment Division) in the General Accounting Office continuous to 
the date of the transfer of the emplovee to the Post Office Depart- 
ment in accordance with section 7 (a) of the Post Office Depart- 
ment Financial Control Act of 1950 (39 U.S. C. 794e (a)) [[.J; 
and 

(F) all time on the rolls in the Panama Canal Zone postal service. 

(2) In determining longevity credit for the purposes of subsection 
(b) in the case of an employee whose continuous service in the postal 
field service or in the departmental service of the Post Office Depart- 
ment shall have been interrupted by service with the Armed Forces 
or to comply with a transfer during war or national emergency as 
defined by the United States Civil Service Commission, all time 
engaged in such service with the Armed Forces or on such transfer 
shall be credited pro rata for each week of such service. All service 
specified in this subsection, whether continuous or intermittent, shall 
be credited on the basis of one week for each whole week the employee 
has been on the rolls, except that credit shall not be allowed for time 
on the rolls under a temporary appointment for one year or less —_ 
such time on the rolls is continuous to the date of appointment to ¢ 
position of unlimited duration. 

(d) Employees on the rolls on the effective date of this section who 
are entitled to promotion credit for longevity purposes under section 2 
of the Act approved May 3, 1950 (64 Stat. 102; 39 U.S. C. 889), shall 
retain all rights and benefits established or continued under such sec- 
tion to the same extent as though such section had remained in effect. 

(e) Increases under this section shall not be deemed equivalent 
increases within the meaning of section 401. 


O 
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THE HAWAIIAN NENE GOOSE 


Avuaust 11, 1958.—Ordered to be printed 


Mr. Magnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
[To accompany 8. 4249] 


The Committee oa Interstate and Foreign Commerce, to whom was 
referred the bill (S. 4249) to authorize a program for the conservation, 
restoration, and eae of the rare Hawaiian nene goose, having 
¢onsidered the same, report favorably thereon without amendment 
and recommend that the bill as amended do pass. 


PURPOSE OF THE BILL 


4249 would authorize and direct the Secretary of the Interior 
to promote a program of research, propagation, and management 
necessary to effect the restoration of this threatened species of water- 
fowl in its natural habitat. An appropriation of $15,000 per annum 
for a period of 5 years is authorized for the purposes of this act. 


NEED FOR THE LEGISLATION 


The nene goose (Branta sandwicensis), which is the official bird of 
Hawaii is one of the rarest species of waterfowl in the world. Non- 
migratory and native to only the Hawaiian Islands, the nene are 
thought never to have exceeded 25,000 in number. Biologists believe 
that less than 100, and probably only 50, now survive in the wild. 
The birds are on the protected list and may not be taken by shooters. 

The precarious state of the nene was first pointed out in the mid- 
1940’s, and the Territory’s board of forestry and agriculture has spear- 
headed efforts to save the birds from extinction since that time through 
its division of fish and game. That work has been frustrated since 
the beginning, however, by the lack of knowledge about the habits 
and requirements of the nene and by budgetary limitations which 
have made impossible the hiring of competent personnel and the 
provision of adequate facilities and equipment. 


20006 








2 THE HAWAIIAN NENE GOOSE 


By virtue of the migratory bird treaties with Great Britain and 
Canada, responsibility ‘for protecting and managing the nene goose 
rests with the Federal Government which, to this date, has not par- 
ticipated in any way in the Territory’s restoration program. The 
contribution of time and money by interested individuals, plus the 
modest amounts the board of agriculture and forestry has been able 
to provide; have made possible the gathering of information about 
the nene in recent years. In fact, a large part of the field study work 
and operation of the small propagation station has been done on a 
voluntary basis on weekends by members of the fish and game division 
staff. Some of the habitat used by the geese has been set aside as a 
forest reserve by the agriculture and forestry board. 

Major deterrents to the welfare of the nene goose are its low re pro- 
ductive rate and the slow development of the young. The flying 
stage is reached by young nene at from 10 to 12 weeks, nearly twice 
the time required for young Canada geese to get on the wing. The 
adults, like other species of geese, are grounded completely by the 
molt of wing feathers each vear for a period of 4 to 6 weeks. Hence 
all or part of the nene family is vulnerable to ground-running preda- 
tors for 3 or more months annually. 

In 1949, the board of agriculture and forestry initiated an artificial 
propagation program as part of an overall effort to restore the nene. 
From the standpoint of the number of young produced—36 in 8 vears 
the propagation project has not been too successful. Fund limitations 
made impossible the development of suitable propagation facilities, 
and the apparent infertility of many of the eggs and the poor hatch- 
ability of others resulted in a disappointing production of young birds. 

Infertility of the eggs and chick mortality in the terminal days of 
incubation accounted for nearly 50 percent failure. Wildlife biologists 
speculate that 1 pair of nene geese under natural conditions can be 
anticipated to increase to a flock of 12 at the end of 6 years. In 
contrast, a single pair of mallards during the same period would have 
1,456 descendants. It is anticipated that improved techniques will 
overcome some of the propagation failures and a much better hatching 
record obtained than is indicated in the natural state. It also is 
expected that studies will be conducted te determine steps that can 
be taken to increase the fertility and hatchability of nene eggs under 
natural conditions. 

The appropriation of funds authorized in S. 4249 has been estimated 
to be sufficient to enable the United States Fish and Wildlife Service 
to discharge its obligations through a cooperative program with the 
Hawaiian department for restoration of the nene geese. A predomi- 
nant part of the initial restoration effort would be artificial propaga- 
tion of nene plus the setting aside of suitable lands where the birds 
can propagate naturally. With the total population at its presently 
low level wildlife biologists believe it inadvisable to re ‘ly solely on the 
reservation and protection of essential habitat. The rearing program 
should be continued until such time that the nene geese are able to 
sustain their numbers at a safe level by natural propagation. 

Delegate John A. Burns of Hawaii, in testifying before the House 
committee on the necessity for this legislation, made the following 
Statement: 


Mr. Chairman, I am deeply privileged to have the oppor- 
tunity to make this presentation to the Committee on Inter- 
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state and Foreign Commerce. Your gracious courtesy in 
considering this matter at this time is “greatly apprecaited. 

S. 4249 is a bill to authorize a program for the conservation, 
restoration, and management of the rare Hawaiian nene 
goose (Branta sandvicensis) which is now considered one of 
the rarest species of waterfowl in the world. 

By action of the Territorial legislature in 1955 the nene, 

Hawaiian goose, was named the official bird of Hawaii. 

The history of the effort to preserve the vanishing species 
of wildlife in the United States is one of the too little, too 
late. The nene was abundant at one time on the slopes of 
Mauna Loa and Hualalai in Hawaii and on Haleakala in 
\Maui. 

Over the past several decades this magnificent waterfowl! 
has declined seriously in numbers due to several factors 
including indiscriminate hunting in past years, changes in 
land use, and the increase of predators, such as wild pigs and 
dogs. The bird was formerly a migratory one but became 
at some time in the distant past a resident of Hawan. 

Today, as a result of extensive efforts, there are less than 
50 birds in the wild state. Two captive flocks are in exist- 


ence, one owned by Mr. Herbert C. Shipman of Hawaii, and 
thie othe > by the Wildfow] Trust. Slimbridge, Gloucester- 
ure, England. This latter flock was started from a male 


nd two females in 1950. 


In 1955. wit the he pb oO interested conservationists in 
Hawaii and on the mainland, erants to the total amount of 
$8,000 to finance an ecological survey were secured through 
the Yale Universitv, Bishop Museum Fellowship, Pan 
American Section of the International Committee for Bird 
Preservation, the Guggenherm Foundation and the MelIn- 
erny Foundation. Dr. William H. Elder, professor of 
LOOLO at the Universit oO} Nlichiean. conducted the study 
nd made a four-step recommendation 

The Legislature of Hawaii and the Territorial administra- 


) have made material contributions of effort and money 
to the preservation of the nene and its reestablishment. 
Since July 1, 1949, to June 30, 1958, $22,865 has been ex- 
pended through the fish and game division of the board of 
agriculture and forestry The budget request for the 1958—59 
biennium Is S17, O00. 

Within the last month, an agreement was made with the 
Bishop Restate and C. Brewer & Co.—owners of the land 
where the nene is found in the wild state—for the estab- 
lishment of a saneutary which will be maintained and con- 
trolled by the fish and game division of the Territorial 
government. The two owners of the land are allowing the 
use of their property without compensation. Hawa has 
done its part with the means at its command. The Federal 
assistance Is iieted so that competent pe ‘rsonnel can be 
assigned to the task of permane ntly restoring the nene and 
seeing the job through. This can be done by enactment of 

4249, 

The Wildlife Management Institute, the National Parks 
Association, the National Audubon Society, the Wildfowl] 
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Trust of England, the Federation of Western Outdoor Clubs, 
the Izaak Walton League of America, among others, have 
expressed their support of the bill. The Department of the 
Interior, Fish and Wildlife Service, has recommended enact- 
ment of the bill, and the Bureau of the Budget interposes no 
objection. 

(GENCY REPORTS 


The Department of the Interior, whose report on an identical House 
bill was cleared by the Bureau of the Budget, recommends enactment 
of the legislation. The report follows: 

DirPARTMENT OF THE INTERIOR, 
OFFICK OF THE SECRETARY, 
\} ashington, 19: th, July 5, 1958. 
Hon. Herspert C. BoNnNeER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House OF Re presentative Ss, Washington, dD. ¢ 

Drar Mr. Bonner: Your committee has requested the views of 
this Department on H. R. 11584, a bill to authorize a program for 
the conservation, restoration, and management of the rare Hawatian 
nene voose. 

The Department recommends enactment of the bill. 

H. R. 11584 would authorize and direct the Secretary of the Interior 
to promote a program of research, propagation, and management 
necessary to effect the restoration of the nene roose in its natural 
habitat in the Territory of Hawaii. The sum of $15,000 per annum 
would be authorized to be appropriated each vear for a period of 5 
years to carry out the purposes of the measure. 

This legislation has been prompted by the emergency which 
threatens to bring about the extinction of the Hawaiian goose or nene 
(Branta sandvicensis) which is said to be one of the rarest species of 
waterfowl in the world. The bird is an insular brant which, through 
centuries of isolation in the Hawaiian Islands, finally lost its migratory 
instinct and became a resident species of goose. It is a relative of the 
Canada goose which visits the islands fairly frequently on migration 
and it is probable that the nene is an ancient offshoot of the Canada 
gsoose. Because of the lack of extensive water and marsh areas in the 
islands it inhabited, mainly Hawaii and Maui Islands, it became 
largely a terrestrial species, this adaptation thus insuring its final 
survival. Formerly inhabiting both lowlands and the higher lava 
mountain slopes of these two islands, it has by the changing pattern of 
land use been driven w holly to the higher slopes at elevations of 5,000 
to 7,500 feet surrounding the ancient volcano, \fauna Loa. None has 
been found on Maui for many years and observations on Hawaii 
itself are extremely limited; in fact, paralleling the situation of many 
other recently extinct birds, the nene has deteriorated from a high of 
around 25,000 birds in the 17th century to less than 50 individuals at 
this time, of which 32 are in captivity either in the Honolulu Zoo or 
in the Severn Waterfowl Trust at Slimbridge, England. 

The species is almost gone in the wild, being especially susceptible 
to the ravages of such abundant predators on its present-day range as 
wild dogs, wild pigs, mongoose, and rats. It is particularly vulnerable 
during its nesting season. Likewise, the great increase of the cattle 
industry on its home range has had a very adverse effect upon the 
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nene, especially in reducing its nesting opportunities. The nene re- 
quires small grassy glades in the midst of impenetrable brushlands 
found on the older lava flows on the island. Modern practice is to 
clear such areas and change the habitat over to grazing land. 

Hawaiian authorities have conducted some work on artificial propa- 
gation of the nene goose. It is important that there be more effort 
on this aspect of the general program for the restoration of the species 
in the wild. 

The authorization for a specific program of research, propagation, 
and management in connec tion with this particular species is believed 
necessary. Ordinarily, the Department does not favor propagation 
in captivity as a means of managing waterfowl but in this instance 
this approach appears to be the only method which has promise of 
providing additional stock for reestablishing tbe species in areas 
suitable for its survival and increase. Concurrently with a stepped-up 
propagation program atte tion will be give nn to measures for the per- 
manent protection of the habitat essential to the survival and increase 
of the species under natural conditions. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Ross LEFFLER, 
Assistant Secretary of the Interior 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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EXTENDING THE VOCATIONAL REHABILITATION TRAIN- 
ING PROGRAM TO PEACETIME VETERANS WITH 
SERVICE-CONNECTED DISABILITIES UN 


Mr. Tuurmonp, from the Committee on Labor and Public Welfare, 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 4213) to afford vocational rehabilitation to certain veterans 
in need thereof to overcome the handicap of a disability rated 30 
percent or more incurred in or aggravated by active service subse- 
quent to January 31, 1955, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 


The purpose of this bill is to restore the employability of disabled 
peacetime veterans, i. e., persons who enter the military service 
subsequent to January 31, 1955. This is accomplished by amending 
Public Law 894, 81st Congress, as amended, so as to provide a program 
of vocational rehabilitation for these veterans. 

To obtain benefits under the bill, a peacetime veteran must be in 
need of vocational rehabilitation training to overcome the handicap 
of a physical or mental disability incurred in or aggravated by active 
military service. 
determine whether the disabled veteran does have need of such train- 
ing and would also prescribe, consistent with the degree of disability, 
the kind of training necessary to prepare the veteran for employment. 

The bill also affects in a minor way the program of vocational 
rehabilitation already provided for Korean veterans. Presently, all 
Korean veterans do not have the same length of time within which 
to complete a program of vocational rehabilitation. This problem is 
corrected by language in the bill which provides a uniform completion 
period measured from the veteran’s date of discharge or release from 


service. 
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August 11, 1958.—Ordered to be printed 

































submitted the following 


REPORT 


[To accompany S, 4213] 


PURPOSE OF THE BILL 


The Administrator of Veterans’ Affairs would 
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BACKGROUND OF BILL 


The type of program provided for peacetime veterans by this bill 
has been demonstrated to be a most worthwhile program, both from 
the standpoint of the Nation and of the individual veteran. A review 

of similar programs, hitherto provided by the Congress for veterans 
of World War II and of the Korean conflict, bears this out. 

In 1943, more than 2 years before the end of World War II, the 
Congress, recognizing the need to restore the employability of veterans 
disabled during military service, enacted the Vocational Rehabilitation 
Act for Disabled Veterans of World War II (Public Law 16, 78th 
Cong.). This act provided that any veteran of World War II— 


* * * who has a disability incurred in or aggravated by 
such service for which pension is payable under laws admin- 
istered by the Veterans’ Administration, or would be but for 
receipt of retirement pay, and is in need of vocational rehabil- 
itation to overcome the handicap of such disability, shall be 
entitled to such vocational rehabilitation as may be pre- 
scribed by the Administrator of Veterans’ Affairs to fit him 
for employment consistent with the degree of disablement: 


Later, after the commencement of the Korean conflict, the Congress 
provided a program of vocational rehabilitation for Korean veterans 
by the enactment of Public Law 894, 8ist Congress. This program 
is still in effect and will be extended to peacetime veterans by the 
enactment of this legislation. 

In administering the vocational rehabilitation programs, the Vet- 
erans’ Administration utilizes the services of counseling psychologists 
who help the veteran select an employment objective in the light of 
the veterans personal characteristics, disability, and circumstaaces. 
Physicians, social workers, and other professionals are called upon to 
help disabled veterans make a successful occupational adjustment. 
Also utilized in this cooperative effort are the training resources and 
experience of private industry and educational institutions. 

The rehabilitation program is necessarily addressed to all major 
occupations and, hence, training thereunder takes on a variety of 
forms. Some disabled veterans are trained through courses given in 
vocational schools, institutions of higher learning, or on the job in 
business establishments. Others receive training on farms, and a 
small number require individual instruction. Illustrative of the 
diversity of the training are the following tables which derive from 
experience under Public Law 16 and Public Law 894, and which 
indicate the distribution of veterans among various occupational 
objectives. 

Occupational objectives of World War II disabled veterans who have entered training 
under Public Law 16 


Major occupational group: Number 
UN Rha fe Si a ee ; ae ey eee re 594, 7 711 
POON so ok cnet cose cn LMM eRMwNSs ee eunkdeateekems 122, 175 
Semiprofessional-_-__--_..------ eee eae temas ee ad eae 40, 916 
Managerial and official______-__- ini oe ia pea oe . 43,459 
SUN RODIE ER RIRNIN ss Sn is cic ais Sutin ee i ws wi ve ... 96, 484 
Sales:-and kindred__.........=.... ate ea hen cnnennneatacacske.! aly ker 
Gate sai cas we Beano te wl oa Ween rei i care omocme,- eee 
Agricultural. area er ac cas ses ee GA ae cs SR ros aed Se Saas, 79, 913 
Trade and industrial__._______- atlas gaa has SE ee a es rere Ste 227, 135 

1 Based on entries into training prior to Nov. 30, 1952; the relatively small number (approximately 10,000) 


of veterans who have enrolled since that date are not ine luded in this summar y. 
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Occupational objectives of disabled veterans who have entered training under Public 
Law 894! 

Major occupational group: Number 
WME ob nas oe Nas ES OT CEE ARE ee 23, 300 
PrOeemnWh. fo6 4 Suh. PAUSES cone Bellew Jota dee AL ee 6, 800 
MOMIDTOLONMONGR. o.. - k idee weudws a Qedhcdeepomdaddeasaneee 2, 000 

BR ONORETIO! BHO GUAR 66 6 h55S nc nnencieh can pana btic baeae 1, 500 
CAGEIOG) GF IE goo cn china im baa wom ico wc duasecne se tearm 2, 500 
malen ane minered! |. oo ose cn eb dh Oe Se See 400 
RD en has ce Ea OO ee aS a wii ce wien cade GR 600 
Agricultural... _- Sol digi ey Aaa aye ge ete. Al le ee ee res 1, 400 
‘TEAS Gni INGUSUIAL «oc ocak etc cedeweccs ein Woe Sa etre ea 8, 100 


! Based on entries into training prior to December 1954. 


Because, as a prerequisite to obtaining rehabilitation training, a 
veteran must have a service-connected disability and also must have 
actual need of the training, participation in the rehabilitation program 
has not been high. Only slightly more than 600,000 veterans of World 
War II have received counseling and have undertaken training since 
the program for World War It veterans began in 1943. This is 
equivalent to 4 percent of all veterans who serv red during World War 
II, but, more significantly, it constitutes only 27 percent of all World 
War II veterans with service-connected disabilities. 

Through June 30, 1958, approximately 55,000 disabled Korean 
veterans have entered training under the program provided for them 
by Public Law 894. This is equivalent to 1.03 percent of all Korean 
veterans, and constitutes 21.8 percent of all disabled Korean veterans. 

The effectiveness of vocational rehabilitation training in improving 
or restoring the employability of disabled veterans is now well estab- 
lished. A comprehensive nationwide study conducted by the Vet- 
erans’ Administration into disabled veterans’ posttraining employment 
experiences shows that the vast majority of disabled veterans who 
receive rehabilitation training, find employment and successfully ad- 
just to their jobs. Veterans in the study group (over 7,000 randomly 
selected veterans of World War II) were also found to have average 
weekly earnings which compare favorably with the average income of 
similar age groups in the total male and nonveteran populations. 

More specifically, the study showed that regular employment had 
been found by 95 percent of the veterans who had been declared 
rehabilitated. Among veterans who had undertaken but not com- 
pleted training, 86 percent were found to be employed. At the time 
the survey was conducted, 97 percent of the total civilian labor force 
of the country were employed. Thus, the employment experience of 
disabled veterans who received vocational re ‘habilitation training com- 
pares favorably with the employment experience of the total labor 
force. 

Approximately three-fourths of the veterans in the survey who had 
jobs indicated that they used skills which had been acquired during 
their rehabilitation training. Slightly more than half indicated they 
were employed in the particular occupations for which they had 
trained. 

Eighty-seven percent of all rehabilitated veterans with jobs indi- 

cated that they were using skills which they had learned while in 
training. The specific kind of work for which they had been trained 
was being followed by two-thirds of the veterans. 
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From these facts the committee is satisfied that the basic purpose of 
the vocational rehabilitation training programs, namely, to restore the 
employability of disabled veterans, is being accomplished. Physical 
handicaps which were once regarded as insurmountable have been 
overcome by the Nation’s disabled veterans who have trained under 
the programs. Moreover, since rehabilitation work has progressed 
rapidly during the 16-year history of the programs, even greater 
benefits can be expected from future operations of the rehabilitation 
training programs. 

PEACETIME VETERANS 


In view of the demonstrated benefits of the vocational rehabilitation 
training program for disabled veterans of World War II and of the 
Korean conflict, the committee recommends that a similar program 
be made available for peacetime veterans who sustain disabling in- 
juries or illnesses by reason of active service. 

The need for such a program is clear. Never before in this Nation’s 
history has there been a compulsory draft law during peacetime. 
Yet, today, by virtue of the Universal Military Training and Service 
Act, individuals must serve in the Armed Forces throughout troubled 
parts of the world, thereby subjecting themselves to mental and 
physical hazards which are peculiar to military service and which do 
not exist in normal civilian employment. The actual occurrence of 
service-connected disabilities will, of course, be far less during periods 
of peace, as compared to periods of war or armed conflict. None- 
theless, in the view of the committee, when a peacetime veteran does 
sustain a service-connected disability which causes a serious employ- 
ment handicap, he is entitled to be restored as nearly as possible to 
the employability status he might have attained had the handicap 
not occurred. The committee, therefore, finds that vocational 
rehabilitation training should now be recognized as a proper obligation 
of the Government to veterans who enter the Armed Forces subsequent 
to January 31, 1955, and who have need of such training to overcome 
the handicap of a physical or mental disability incurred in or aggra- 
vated by active military service. 


COMMITTEE ACTION 


During its deliberation of this matter, the committee gave careful 
consideration to a provision in S. 4213, which made a 30 percent 
disability rating prerequisite to vocational rehabilitation training for 
disabled peacetime veterans. With respect to the 30 percent disability 
criterion, the report of the Veterans’ Administration observed that— 


* * * experience in the vocational rehabilitation of disabled 


veterans of World War II and the Korean conflict has 
demonstrated an absence in individual cases of a direct 
relationship between the magnitude of a disability rating 
and the existence of a vocational handicap. Consequently, 
there would undoubtedly be some veterans with a disability 
rated less than 30 percent who would in fact be in need of 
vocational rehabilitation to overcome the handicap of the 
service-connected disability. Hence, it may be preferable 
not to limit the benefit to those persons determined to have 
a disability of 30 percent or more since the award of benefits 
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in any case will be based upon a finding of need for vocational 
rehabilitation to overcome the handicap of the service-con- 
nected disability. 


In the light of this information from the Government agency with 
the most experience in administering this type of legislation, the 
committee deemed it desirable to eliminate the 30 percent disability 
criterion. The committee, therefore, amended S. 4213 so as to elimi- 
nate that 30 percent disability criterion and, as a consequence, the bill 
as reported provides rehabilitation training to peacetime veterans 
under the same criteria as hitherto followed in providing such training 
for wartime veterans. 


EXPLANATION OF BILL 
Peacetime veterans 

The bill amends Public Law 894, 8ist Congress, as amended, so as to 
provide a program of vocational rehabilitation training for peacetime 
veterans. To be eligible under the bill, a peacetime veteran must be 
in need of such training to overcome the handicap of a physical or 
mental disability incurred in or aggravated by military service. 
“Disability” in this context means one for which a veteran is in actual 
receipt of disability compensation from the Veterans’ Administration. 
The mere existence of a disability, however, without actual need of 
training, would not give rise to eligibility. The question of need 
would be determined by the Administrator of Veterans’ Affairs who 
would also prescribe, consistent with the degree of disability, the kind 
of training necessary to train the veteran for employment. 

The expense of training disabled peacetime veterans, as well as 
payments of specified monthly subsistence allowance, would be borne 
by the Government. Although the veteran need not commence 
training at any specified time, “the training could not extend beyond 
9 years after discharge from service. The 9-year period may be 
extended to 13 years, however, in a few specified hardship cases. 
In addition, the bill provides a saving clause respecting persons 
discharged from service prior to enactment of the bill, so as to assure 
that such persons may receive a full 9 years (or 13 years in a proper 
case) to avail themselves of training. 

Korean veterans 

Public Law 894, 81st Congress, presently provides that vocational 
rehabilitation training may be afforded a disabled Korean veteran 
until 9 years after discharge or release from service, or until 9 years 
after the end of the Korean conflict, “‘whichever date is the earlier.” 
The effect of this provision is to give veterans who serve beyond the end 
of the Korean conflict less than 9 years (or 13 years in a proper case) 
within which to complete their training, whereas veterans who 
separated from service on or before the end of the conflict receive their 
full completion periods. 

This lack of uniformity with respect to completion periods seems 
undesirable and the committee believes that, as nearly as possible, all 
veterans should have equivalent completion periods. Consequently, 
and with this objective in mind, the committee’s bill changes the phrase 
“whichever date is the earlier’ in Public Law 894 to ‘‘whichever date 
is the latter.” 
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NUMBER OF PERSONS AFFECTED AND COST 


Through June 30, 1958, there have been approximately 16,500 
peacetime veterans declared by the Veterans’ Administration to have 
service-connected disabilities. By the end of fiscal year 1963, the 
Veterans’ Administration estimates there will be an additional 71,500 
disabled peacetime veterans. 

The cost of furnishing vocational rehabilitation to those disabled 
peacetime veterans who have need of such training is estimated at 
approximately $4.5 million for the first year of the program. There- 
after, costs are expected gradually to increase to $16.4 million by the 
fifth year. A leveling-off point at approximately $25 million annually 
~ be reached about 10 years after the program becomes effective. 

4213 has been endorsed by a majority of the principal veterans 
organizé tions and has also received a favorable recommendation trom 
the Veterans’ Administration. 

The report of the Veterans’ Administration now follows: 

Ver RANS’ A DMINISTRATION. 
Wash ington, D. Py. August 4, 1958. 
Hon. Lister Hit, 
Chai man, Committee On Labor and Publie Wefare, 
lTnited States Senate, Washinaton, D. C. 

Dear Senator Hiri: The following comments are furnished in re- 
sponse to your request for a report by the Veterans’ Administration 
on 8S. 4213, 85th Congress. 

S. 4213 would provide vocational rehabilitation for persons in need 
thereof to overcome the handicap of a service-connected disability, 
rated 30 percent or more, incurred or aggravated by service after Jan- 
uary 31, 1955. 

In effect, it would extend Public Law 16, 78th Congress, to the new 
group. This is the basic law authorizing vocational rehabilitation for 
disabled veterans of World War II and the Korean conflict period. 
This law provides a comprehensive framework for furnishing full re- 
habilitation services. Responsibility is placed in the Ac iministrator 
to determine the need for vocational rehabilitation to overcome the 
handicap of a service-connected disability, and to prescribe and pro- 
vide the kind of training necessary to fit the veteran for employment 
consistent with the degree of disablement. 

The expense of training, as well as specified monetary payments of 
subsistence allowances, are borne by the Government. Compensation 
is also payable for additional disability or death resulting from injury 
or aggravation of injury as a result of pursuit of the training provided, 
if application for such compensation is made within the 2-year period 
prescribed. In general, the law contemplates a 9-year period during 
which the benefit will be available to eligible persons; however, the 
9-year period may be exte nded to 13 years in certain hardship cases. 

The bill would continue the pattern of the present program for the 
new group. However, it would provide a saving clause so that persons 
made eligible for vocational rehabilitation by its enactment would 
receive a full 9 years (or 13 years in a proper case) to avail themselves 
of the benefit. 

The Veterans’ Administration believes that vocational rehabilitation 
as now provided pursuant to Public Law 16 has been demonstrated to 
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be a most worthwhile program. Attention is invited to a study of 
the operation of the program for World War II veterans entitled 
“Record and Evaluation of the Vocational Rehabilitation Program 
for Disabled Veterans and Their Posttraining Employment,” which 
was transmitted to the committee under date of June 20, 1955. A 
copy of the study, as printed by the Committee on Veterans’ Affairs, 
House of Representatives, is enclosed for your convenient reference. 

One of the traditional reasons for affording greater benefits, includ- 
ing vocational rehabilitation, to war veterans than to others is that 
service in the Armed Forces during peacetime is considered by many 
to be a normal employment status which is engaged in on a voluntary 
basis and does not generally involve any greater hazards than those 
commonly involved in many other fields. This reasoning, and the 
reference to voluntary status, of course, is not applicable to inductees 
or to those persons enlisting in lieu of awaiting induction. It appears 
that vocational rehabilitation for the service-connected disabled 
clearly may be justified on the basis of the existence of the Universal 
Military Training and Service Act and the fact that individuals must 
serve throughout troubled parts of the world and must accept the 
limitations regarding their acrivities and the physical and mental 
hazards which are peculiar to the military service and to which they 
would not be subjected in normal civilian employment. 

Independent of the question of selective service, however, a strong 
case can be made that, since helping disabled persons to capitalize on 
their residual abilities and overcome the limitation of their handicaps 
so that they can participate in and make a contribution to society is 
an accepted tenet of our national philosophy, vocational rehabilita- 
tion — now be recognized as a proper obligation of the Govern- 
ment to persons disabled in service in the Armed Forces, on a par 
with disability compensation and hospitalization. This reasoning 
would favor making the benefit a permanent program as proposed by 
S. 4213. 

In addition to the foregoing observations, acceptance of the respon- 
sibility for providing vocational rehabilitation training through an 
extension of the veterans’ vocational rehabilitation acts would be a 
socially and economically sound undertaking. The Veterans’ Ad- 
ministration’s experience in administering vocational rehabilitation 
training laws has shown that disabled veterans are in a better position 
to provide for themselves and make full use of their residual abilities 
after receiving vocational rehabilitation training. Veterans who have 
completed such training have obtained stable employment; they are 
employed in work that is compatible with their disabilities, and they 
are satisfied with their work. 

The bill would limit eligibility for vocational rehabilitation train- 
ing in the case of “peacetime” veterans to those persons having a 
service-connected disability rated as 30 percent or more. Presum- 
ably, this strict criterion is propose d to assure that the benefit will be 
afforded only to persons havi ing’ a real need c here for. However, eX- 
perience in the vocational reh: bilitation of dis ibled veterans of World 
War II and the Korean conflict has demonstrated an absence in in- 
dividual cases of a direct relationship between the magnitude of a 
disability rating and the existence of a vocational handicap. Conse- 
quently, there would undoubtedly be some veterans with a disability 
rated less than 30 percent who would in fact be in need of vocational 
rehabilitation to overcome the handicap of the service-connected dis- 
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ability. Hence, it may be preferable not to limit the benefit to those 
persons determined to have a disability of 30 percent or more since 
the award of benefits in any case will be based upon a finding of need 
for vocational rehabilitation to overcome the handicap of the service- 
connected disability. 

In summary, I favor the enactment of legislation to extend voca- 
tional rehabilitation as a permanent veterans’ benefit administered 
by the Veterans’ Administration and would not be opposed to the 
approach proposed by S. 4213. However, it is believed that your 
committee will desire to give serious consideration to extending eligi- 
bility for the benefit to all persons in need thereof to overcome the 
handicap of a compensable service-connected disability as was done 
with respect to the World War II and Korean conflict groups rather 
than limiting the benefit to persons having a disability rated at 30 
percent or more. 

It is estimated that the cost of direct benefits under the bill, if 
enacted, would approximate $24 million for the first year increasing 
to approximately $84 million by the fifth year, and leveling off at an 
annual cost of approximately $11 million in about 10 years; the cumu- 
lative cost for the first 5 years would approximate $27 million. If 
vocational rehabilitation were to be extended to include veterans 
with disabilities rated as 10 or 20 percent, the total cost of direct 
benefits would approximate twice the amounts stated; on this basis 
the cost of direct benefits would probably reach a leveling-off point of 
approximately $25 million per annum about 10 years after the pro- 
gram became effective. 

Advice was received from the Bureau of the Budget in connection 
with a similar report to the House C antes on Veterans’ Affairs 
on a substantially identical bill (H. R. 5983) that there would be no 
objection to the submission of such report to that committee. 

Sincerely yours, 
Rospert J. LAMPHERE, 
De puty Administrator 

(For and in the absence of Sumner G. Whittier, Administrator). 


CHANGES IN EXISTING LAW 


In’compliance with subsection 4 of rule XXTX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


PUBLIC LAW 894, 81ST CONGRESS, DECEMBER 28, 1950 


(36 U.S.C. 701a.)\—[That service in the active military, naval, 
or air service of the United States on or after June 27, 1950, and 
prior to such date as shall thereafter be determined by Presidential 
proclamation or concurrent resolution of the Congress, shall afford 
basic entitlement to vocational rehabilitation under Public Law Num- 
bered 16, Seventy-eighth Congress, as amended, needed to overcome 
the handicap of a disability incurred in or aggravated by such service 
for which compensation is payable under the provisions of part B of 
title III of the Veterans’ Benefits Act of 1957 (or would be but for 
receipt of retirement pay), subject to the applicable provisions, con- 
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ditions, and limitations of Public Law Numbered 16, Seventh-eighth 
Congress, as amended, except as follows: 

[(1) Vocational rehabilitation based on service as prescribed in 
this Act may be afforded until nine years after the enactment of this 
amendment, as to any veteran discharged or released from such 
service prior thereto, or otherwise until nine years after discharge or 
release from such service or nine years after the aforesaid termination 
of the period beginning June 27, 1950, whichever date is the earlier;] 
That service in the active military, naval, or air service of the United 
States on or after June 27, 1950, shall afford basic entitlement to voca- 
tional rehabilitation under Public Law Numbered 16, Seventy-erghth 
Congress, as amended, needed to overcome the handicap of a disability 
incurred in or aggravated by such service for which compensation is 
payable (or would be but for the receipt of retirement pay) under the 
provisions of title IIT of the Veterans’ Benefits Act of 1957, subject to 
the applicable provisions, conditions, and limitations of Public Law 
Numbered 16, Seventy-eighth Congress, as amended, except as follows: 

(1) Vocational rehabilitation based on service as prescribed in this 
Act may be afforded until nine years after August 20, 1954, or until 
nine years after discharge or release from such service, whichever date as 
the latter, and with respect to persons eligible for such vocational reha- 
gy tt by reason of a disability arising from active service subsequent 

» January 31, 1955, such vocational rehabilitation may be afforded 
anil nine years after the enactment of this amendment, if later; except 
that “thirteen years” shall be substituted for “nine years” in the case 
of any otherwise eligible person whom the Administrator determines 
to have been prevented from entering or, having entered, from com- 
pleting, training under this Act within such nine years by reason of 
one of the following conditions: 

(a) Such person had not attained, retained, or regained medical 
feasibility for training because of mental or physical disability; 

(b) Such person had not met the nature of discharge require- 
ments of paragraph 1 of part VII of Veterans Regulation Num- 
bered 1 (a) prior to a change, correction, or modification of a 
discharge or dismissal made pursuant to section 301 of the Service- 
men’s Res adjustme nt Act of 1944, as amended (38 U.S. C. 693h), 

r the correction of a military or naval ee made pursuant to 
section 1552 of title 10 of the United st ites Code, or other correc- 
tive action by competent authority; 

(c) Such person had not timely on ablished the existence of 
compensable disability connected with or aggravated by service. 

(2) Notwithstanding the fact that vocational rehabilitation may 
have been previously afforded under Public Law Numbered 16, as 
amended, or that edue ation or training may have been afforded under 
title II] of the Servicemen’s Readjustme nt Act of 1944, as amended, 
additional vocational rehabilitation may be provided hereunder to 
the extent necessary by reason of a handicap due to disability incurred 
in or aggravated by service, as provided herein. 

(3) Any person eligible for vocational rehabilitation under this 
Act, who at the time of such service, was not a citizen of the United 
States, shall be afforded such benefit only while a resident of a State, 
Territory, or possession of the United States or of the District of 


Columbia. 
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MAKING THE POLICEMEN AND FIREMEN’S RETIREMENT AND 
DISABILITY ACT AMENDMENTS OF 1957 APPLICABLE TO WIDOWS, 
AND CHILDREN OF FORMER MEMBERS OF THE METROPOLITAN 
POLICE FORCE, THE FIRE DEPARTMENT OF THE DISTRICT OF 
COLUMBIA, THE UNITED STATES PARK POLICE FORCE, THE 
WHITE HOUSE POLICE FORCE, AND THE UNITED STATES SECRET 
SERVICE DIVISION, WHO WERE RETIRED OR WHOSE DEATH 
OCCURRED PRIOR TO THE EFFECTIVE DATE OF SUCH AMEND- 
MENTS OF 1957 


Avueust 11, 1958.—Ordered to be printed 


Mr. Frear, from the Committee on the District of Columbia, |; y 


submitted the following OF ‘MICHIGAN 


REPORT AUG 2; 


[To accompany H. R. 7450] MAIN 
site REANING ROOM 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7450) to make the Policemen and Firemen’s Retirement 
and Disability Act Amendments of 1957 applicable to retired former 
members of the Metropolitan Police force, the Fire Department of the 
District of Columbia, the United States Park Police force, the White 
House Police force, and the United States Secret Service; and to their 
widows, widowers, and children, after full consideration, report 
favorably thereon with amendments and recommend that the bill, 
as amended, do pass. 

The amendments are as follows: 

Strike all after the enacting clause and insert in lieu thereof the 

following: 
That (a) Each widow and child who, immediately before the effective date of the 
Policemen and Firemen’s Retirement and Disability Act Amendments of 1957, 
approved August 21, 1957, was receiving or was entitled to receive relief from the 
District of Columbia by reason of the service in the Metropolitan Police force, 
the Fire Department of the District of Columbia, the United States Park Police 
force, the White House Police foree, or the United States Secret Service, of a 
deceased officer or member, or a deceased former officer or member, the date of 
death of such officer or member, or former officer or member, shall, for the pur- 
poses of such Act approved August 21, 1957, be held and considered to be such 
effective date. 

(b) Each widow and child who on or after the effective date of such Act ap- 
proved August 21, 1957, was receiving or is now receiving or shall hereafter be 
entitled to receive relief or annuity from the District of Columbia by reason of 
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service in the Metropolitan Police force, the Fire Department of the District of 
Columbia, the United States Park Police foree, the White House Police force, or 
the United States Secret Service Division, of a deceased former officer or member 
who retired prior to the effective date of the Policemen and Firemen’s Retirement 
and Disability Act Amendments of 1957, approved August 21, 1957, but whose 
death occurred on or after the effective date of such Act approved August 21, 
1957, shall be entitled to the same benefits as if such deceased former officer or 
member has retired on or after the effective date of such Act approved August 
21, 1957. 

(c) No relief or annuity shall be payable by reason of the enactment of this 
Act for any period before the effective date of the Policemen and Firemen’s 
Retirement and Disability Act Amendments of 1957. 

(d) Nothing in this Act shall be deemed to reduce the relief or annuity any 
person receives, or is entitled to receive, from the District of Columbia on the 
date of the enactment of this Act. 


Amend the title to read as follows: 


An Act to make the Policemen and Firemen’s Retirement and Disability Act 
Amendments of 1957 applicable to widows, and children of former members of the 
Metropolitan Police force, the Fire Department of the District of Columbia, the 
United States Park Police force, the White House Police force, and the United 
States Secret Service Division, who were retired or whose death occurred prior to 
the effective date of such Amendments of 1957. 

The purpose of this bill, as amended by the committee, is to extend 
to widows and children of policemen and firemen who were retired 
prior to the effective date contained in Public Law 85-157, which was 
October 1, 1956, the same survivorship benefits as accrue to the survi- 
vors of policemen and firemen who are covered under that act. 

The Commissioners of the District of Columbia have indicated 
strongly to the committee that they favor the bill, as amended, and 
they have urged its enactment. 

The following table, taken from a letter dated July 9, 1958, ad- 
dressed to the chairman of the committee, and signed by the President 
of the Board of Commissioners, relative to the cost of the increased 
survivorship benefits is made a part of the report. 


Estimated cost of survivorship benefits (widows and children) 


| | l l l 
Year | Widows | Children | Total || Year | Widows | Children | Total 








| } 
Se | $170, 487 $20,475 | 1 $190,962 || 1978___- _-| $64, 156 | | $64, 156 
1958___. | 217,056 25, 800 |" 242, 856 || 1983 | 47,056 | 47,056 
_ ae | 165,756 | 18,300] 184,056 | 1988...__- ‘ TR Ba cnccaat 29, 956 
1968___.- __-.-----| 114,456 | 10,800] 115,256 || 1993_____- 12,856 |.........-] 12,856 
1973... ...| 89,806} 3,300] 93,106 || 1998_._. ; | ~2.5906'1....... 2, 596 


' 
175 percent of $254,616 estimated total annual increase for first year. 


Note.—The additional costs reflected above at 5-year intervals when projected over 41 years amount to 


$3,575, 152. 


H. R. 7450, as it passed the House of Representatives, contained 
provisions which would have had the effect of increasing annuity 
benefits to retired members of the police and fire departments who 
had retired prior to the effective date of Public Law 85-157. 

The committee, mindful of the fact that these retired policemen and 
firemen have alres ady received this year an increase (under the equali- 
zation provisions in existing law) through enactment of Public Law 
85-584, approved August 1, 1958, felt that a further increase at this 
time could not be justified. Accordingly, the bill was amended to 
confine the increase to widows and children who, according to the 
information provided by the Commissioners, have not had an increase 


UNIT 
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in the present rates of $125 a month for widows and $25 a month for 
surviving children since 1949. 

The stricken provisions of the bill would have cost through 1998 a 
total of $19,478,000 as shown in the following table supplied to the 
committee by the Commissioners, which is made a part of the report: 





Fiscal year: Annual cost | Fiscal year: Annual cost 
GGT oc cccnwa ay wera 1 $848, 000 A See a $350, 000 
No sciacres sina a ace 1, 108, 000 1 es 310, 000 
Seeee. udev enenne .-- 1,083, 000 I raat il Eas aaa 272, 000 
ise x Sata mecsmioctreenee 1, 058, 000 Renate ae Ghee mies 234, 000 
2 ee eae 1, 031, 000 Ne tee ah dcas ecm eaent 200, 000 
Peek cunnecweuures 1, 003, 000 ROS coe catenceoue 169, 000 
UCC Rodan co awonwuee 974, 000 ee ne 140, 000 
Peo ess winnenmnag 942, 000 MAND era om hg kate nant 115, 000 
cic mniesieaees namin 910, 000 2 ee 93, 000 
SENDS aca asahermaaC ermal 876, 000 a eee 74, 000 
Pt tie adekvandane 841, 000 PW es Suwdewaww ee 58, 000 
Oia Sen nekeee 806, 000 Rs arena a ie Waka 44, 000 
BN inchs Deki Sec hla shin atta 767, 000 Rt wc tard acta acealee 338, 000 
che ag cas at a 729, 000 Oise dsc epi chetan ee ea 24, 000 
Sis elnen tek aes 689, 000 Peete eee ee 17, 000 
DO aiid sist wich id ae 649, 000 Piicccschanescs anes 12, 000 
Paina anata en 607, 000 re cig areata 9, 000 
IO Sc cascndcananeune 565, 000 DE Reise cae ae 6, 000 
if ee 522, 000 BOs ccwncannnnatmae 3, 000 
RI Gans ts elt ha ag ena 478, 000 os ss nee ie 2, 000 
Mok oad ebe cake was 435, 000 —— 
Pt Oxeise sc cacsne cas 392, 000 WOME cece cesuwen 19, 478, 000 


1 Covers 9-month period from Oct. 1, 1956, through June 30, 1957. 


An additional factor, contributing to the decision of the Committee 
to remove the retired policemen and firemen from the bill as passed 
by the House, is portrayed in the following chart furnished the 
Committee by the District Commissioners: 
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It will be noted from the foregoing that a civil service employee who 
retired in 1945 on a $3,150 salary rate currently receives an annuity 
of $2,411 per annum in contrast to the retired policeman or fireman 
who retired in the same year on a salary rate of $2,700 per annum 
who now receives an annuity of $3,276. To increase further the 
relative advantage that the retired policeman or fireman now enjoys 
over the civil servant of the District would, in the opinion of the 
committee, create an inequity which might have adverse effect upon 
the overall personnel program of the District. In saying this, how- 
ever the committee is not closing the door to future review of the 
situation. It has instructed the Committee staff, during the adjourn- 
ment period, to prepare a study of the retirement programs in existence 
for policemen, firemen, and for teachers in order that, in the next 
session of the Congress a factual basis may be available for use by the 
committee in connection with any retirement legislation which then 
may be before the committee. 

The following breakdown of the number of widows and children 
affected by enactment of this legislation was received from the District 
officials: 





Employment category Number of | Number of 
widows children 
Sry DIL... 5 51 ohh wandedadedoudececwnciaadsuabadnd sunauseeoieuee 232 24 
I DPR fi owen wa antec dukindwrinaesednind oid acraiwidincencnn annemeeiedeitbael 353 43 
A Ee BRR ye ee eee ee 18 3 
Sn RON CREE OF 8). By EEE Bb kanccnacncncdbcsudutcstaneduksowecseunes 6 2 
Tr SEE IEDs ca cvcecudtandacadecdvcchancseudsdnnusewanpnceanéeaisanne 15 5 
Py WR 559 8.00505ssaeccacaendusetccddsnnsmsGesenenindkassameneaan 3 0 
FR ie tannitccosdbbn cweteudeiicedtnkbkwcmaiasmaninbintianmmdeniaeaiad 627 77 


Enactment of the bill, as amended, will involve an expenditure to 
the District of Columbia in the first year (in effect 9 months in fiscal 
year 1957) of $190,962, and the total cost over a period of 41 years is 
estimated to be $3,575,152. 

O 
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85TH CONGRESS SENATE REPORT 
2d Session No. 2333 


AMENDING THE ACT OF AUGUST 9, 1955, RELATING TO THE REG- 
ULATION OF FARES FOR THE TRANSPORTATION OF SCHOOL- 
CHILDREN IN THE DISTRICT OF COLUMBIA 


Aveust 11, 1958.—Ordered to be printed 


REA oan On 


Mr. Morse, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 4091] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 4091) to amend the act of August 9, 1955, relating to the 
regulation of fares for the transportation of schoolchildren in the Dis- 
trict of Columbia, after full consideration, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this bill is to add a new section to the act approved 
August 9, 1955, so as to direct that the District of Columbia shall pay 
to common carriers who are required to transport schoolchildren at 
a reduced fare, the difference between such reduced fare and the 
amount which would have otherwise been paid if the full adult fare 
had been collected. 

Under the terms of the bill, the Public Utilities Commission will 
certify annually to the District Commissioners the amounts owing to 
each common carrier for the preceding fiscal year. Within 30 days 
after receiving such certification, the Board of Commissioners will 
pay to each carrier the amount so determined. 


HISTORY OF LEGISLATION 


On July 18, 1958, hearings were held on this bill (S. 4091) and upon a 
related measure which would have accomplished the same end but by a 
different procedure. The Subcommittee on Public Health, Education, 
Welfare, and Safety took testimony from the Board of Commissioners, 
officials of D. C. Transit, Inc., the Superintendent of Schools, an 
economist from Temple University, and representatives of labor, 
parent-teacher and community organizations. 

The Commissioners presented a divided report, a majority of the 
Board opposing the measure, while the President of the Board 
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favored, in principle, the enactment of this legislation. A letter dated 
July 15, 1958, addressed to the chairman of the committee, sets forth 
the position of the Commissioners and the letter, in part, is as follows: 


S. 4091 provides that each year, as soon as practicable 
after June 30, the Public Utilities Commission certify to the 
District Commissioners with respect to each common car- 
rier required to furnish transportation to schoolchildren at 
a reduced fare under the act approved August 9, 1955, an 
amount which is the difference between the total of all re- 
duced fares paid to each such carrier by schoolchildren dur- 
ing the preceding fiscal year and the amount which would 
have been paid if such fares had been paid at the cash fare 
for regular route transportation. Within 30 days after re- 
ceiving such certification, the Commissioners would be re- 
quired to pay to each such carrier an amount equal to the 
amount so certified. 

The act approved August 9, 1955, requires the Public 
Utilities Commission to fix the rate of fare for transporta- 
tion of schoolchildren going to and from public, parochial, 
and like schools at not more than one-half the cash fare 
established from time to time by the Public Utilities Com- 
mission for regular route transportation within the District. 

At the present time, the rate for school fares as fixed by the 
Public Utilities Commission is 7% cents. The Public Utilities 
Commission has authority under present law to increase such 
fare to 10 cents—one-half of the regular cash fare. An appli- 
cation is pending before the Public Utilities Commission to 
increase the school-fare rate to 10 cents. 

Based on the present rate of school fare, the estimated cost 
to the District of Columbia of this legislation would be 
$652,000 per annum. 

A majority of the Board of Commissioners of the District 
of Columbia is opposed to the enactment of either bill. They 
feel that the District of Columbia should not undertake to 
bear the financial burden which would be imposed. 

The President of the Board of Commissioners is in favor 
of the purpose of the bills in general, but prefers that the legis- 
lation take the form of S. 4091 if it be amended so as to 
provide for payment to the common carrier of an amount 
representing the difference between the fare paid by the 
schoolchildren and the cost to the carrier of rendering the 
service. 

Time does not permit ascertaining the views of the 
Bureau of the Budget as to the relationship of this report to 
the program of the President. 

Yours very sincerely, 
Ropert E. McLauGutin, 

President, Board of Commissioners, District of Columbia. 


The committee, although appreciative of the position of the majority 
viewpoint of the Board of Commissioners andjof their reluctance to 
add to the financial obligations of the District, nevertheless is con- 
vinced that the present arrangement is inequitable. A subsidy is 
being given at the present time to schoolchildren in the District by 
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permitting them to ride public transportation at less than the full 
fare set for the transit company by the Public Utilities Commission 
for this service. Since a subsidy principle is involved, the question 
remains as to whether this subsidy for this educational purpose shall 
be levied upon a small number of citizens, the adult patrons and the 
stockholders of the company, or upon all of the citizens of the District 
of Columbia. The committee believes that the latter more clearly 
meets the standards of equity. 

One other point, developed during the hearings, concerns the 
appropriateness of providing from public funds a subsidy to the 
children attending other than the public schools of the District. The 
committee, for the reasons set forth below, is of the opinion that no 
constitutional barrier exists to the enactment of this legislation. 

The Supreme Court of the United States has indicated this principle 
in Cochran v. Louisiana (281 U. S. 370) and finally in Everson v. 
Board of Education of the Township of Ewing et al. (330 U. S. 1). 
This latter case involved the constitutional validity of a New Jersey 
statute authorizing district boards of education to make rules and 
contracts for the transportation of children to and from schools other 
than private schools operated for profit. Pursuant thereto a board of 
education by resolution authorized the reimbursement of parents for 
fares paid for transportation by a public carrier, of children attending 
both public and parochial schools. The Supreme Court of the United 
States upheld the New Jersey statute and in its opinion stated: 


While we do not mean to intimate that a State could not 
provide transportation only to children attending public 
schools, we must be careful, in protecting tbe citizens of 
New Jersey State-established churches, to be sure that we 
do not inadvertently prohibit New Jersey from extending 
its general State law benefits to all its citizens without regard 
to their religious belief (830 U.S. 16). 

The Supreme Court stated further: 


* * * such is obviously not the purpose of the first 
amendment. That amendment requires the State to be a 
neutral in its relations with groups of religious believers and 
nonbelievers; it does not require the State to be their ad- 
versary. State power is no more to be used so as to handicap 
religions than it is to favor them. 

This Court has said that parents may, in the discharge of 
their duty under State compulsory education laws, send 
their children to a religious rather than a public school if the 
school meets the secular educational requirements which the 
State has power to impose. (See Pierce v. Society of Sisters, 
268 U. S. 510.) It appears that these parochial schools 
meet New Jersey’s requirements. The State contributes 
no money to the schools. It does not support them. Its 
legislation, as applied, does no more than provide a general 
program to help parents get their children, regardless of 
their re ‘ligion, St aor and expeditiously to and from accredited 
schools (330 U.S. 18). 


Enactment of this bill will involve an estimated expenditure to the 
District of Columbia of approximately $652,000 per annum. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


69 Strat. 616 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That notwithstanding pro- 
visions of the joint resolution entitled “Joint resolution to authorize 
the merger of street-railway corporations operating in the District 
of Columbia, and for other purposes”’, approved January 14, 1933, 
and the provisions of the unification agreement incorporated therein, 
and notwithstanding the provisions of the Act entitled “An Act to 
provide for the transportation of schoolchildren in the District of 
Columbia at a reduced fare’’, approved February 25, 1931, the Public 
Utilities Commission of the District of Columbia shall fix the rate 
of fare for transportation by street railway and bus of schoolchildren 
going to and from public, parochial, or like schools in the District of 
Columbia at not more than one-half the cash fare established from 
time to time by the Public Utilities Commission for regular route 
transportation within the District of Columbia, and shall establish 
rules and regulations governing the use thereof. No fares for school- 
childre nD shall be available to persons over eighteen years of age. 

Sec. 2. As soon as practicable after June 30 of ea sch year, the Public 
Utilities Comeniasion of the District of Columbia shall determine and 
CE rtify to the Board of Commissioners of the District of Columbia, with 
respect to each common carrier required to furnish pennies to 
schoolchildren at a reduced fare under this Act, an amount which is the 
difference between the total of all such reduced fares paid each such carrier 
by schoolchildren during the preceding fiscal year and the amount which 
would have bee if) pai id each such Carrie ” if such fare 8 had heen pard at the 
cash fare established by the Public Utilities Commission for regular route 
trans “adegey Within thirty days after receiving such certification, 
the Board of Commissioners shall pay to each such carrier an amount 
equal to the Sane SO certifie d. 

Sec. 2. The amendment made by the first section of this Act shall apply 
only to fiscal years beginning after June 30, 1959. 


O 
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Avuaust 12, 1958.—Ordered to be printed 


Mr. MacGnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


together with individual views 


[To accompany §8. 3229] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 3229) to provide a 5-year program of assist- 
ance to enable depressed segments of the fishing industry in the 
United States to regain a favorable economic status, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

Public hearings were held on this legislation, and everyone desiring 
to testify was given an opportunity to be heard. 


PURPOSE OF THE BILL 


Section 1 of the amended bill would increase by $10 million the 
capital of the fisheries loan fund. The terms of the authorization 
would permit the Secretary of the Interior to make loans considered 
by him to be in the public interest upon more liberal terms and would 
extend the repayment time in the Seeretary’s discretion from 10 to 
20 years. He could also apply these same terms to existing loans 
from the fund. 

The fisheries loan fund was authorized by section 4 of the Fish and 
Wildlife Act of 1956 (16 U.S. C. 742c). A $10 million revolving fund 
was established for financing and refinancing operations, maintenance, 
repairs, replacement, and equipment of fishing vessels and fishing 
gear, and for research into the basic problems of fisheries. The 
minimum interest rate was set at 3 percent and the maximum term of 
a loan was 10 years. The regulations adopted under a provision of 
this act provide an interest rate of 5 percent. 
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The loan fund fills a real need for fishermen having good collateral 
but who need a longer repayment period than commercial bankers 
are prepared to grant. On such short-term loans, as granted by 
private lenders, the payments on the mortgage are so large that they 
do not have funds left for proper maintenance and their vessel de- 
teriorates rapidly. Before passage of the act the industry had at- 
tempted to qualify for loans from the Small oe Administration, 
but applications were denied on the basis of (a) lack of reasonable 
assurance of repayment of the loans and (6) asdmisten collateral. 

In the operation of the fisheries loan program every effort has been 
made to see that the Government is properly protected and that 
losses will be held to a minimum. Each loan is reviewed, with past 
records and future prospects being taken into account when studying 
the ability of the applicant to repay the loan. 

All applications are investigated by a representative of the Bureau 
of Commercial Fisheries from a technical view point. On applications 
over $5,000 the Small Business Administration conducts a financial 
investigation, and on applications of $5,000 or less a similar investiga- 
tion is conducted by the Bureau of Commercial Fisheries. The results 
of these investigations are reviewed by specialists in the Bureau’s 
central office and a recommendation for acceptance or rejection _ 
pared. After review by the Office of Solicitor of the Department : 
final decision is made by the Commissioner of Fish and Wildlife i; 
loans of $50,000 and under and by the Assistant Secretary of the In- 
terior for Fish and Wildlife on loans over $50,000. 

Authorization for approved loans are sent to the Small Business 
Administration for closure and disbursement. They also handle the 
collection and servicing of the loans. They are utilized because they 
have a complete organization for this type of work. 

Section 2 would authorize an appropriation of $5 million for loans 
to processors of fishery products within segments of the fishing indus- 
try found by the Secretary of the Interior to be in a distressed condi- 
tion. The loans would be for plant improvement and modernization. 
Loans would not be for more than 20 years at interest rates of not less 
than 3 percent. 

Section 3 would authorize the Secretary of the Interior, subject to 
certain limitations and to such terms and conditions as he may 
prescribe, to pay a construction-differential subsidy to aid in the 
construction of new fishing vessels. In order to pay such subsidy, 
the Secretary must determine that the applicant would aid in the 
development and improvement of the fishery trade, use his new 
vessel in the fisheries intended to be aided by this legislation, possesses 
the ability, resources, and qualifications necessary to properly operate 
the vessel, and that he was engaged in the fishery trade in a segment 
of the industry found to be in a distressed condition. 

Further, the subsidy could not exceed the difference between the 
bid of a domestic shipbuilder and that of a foreign shipbuilder. The 
construction-differential could not exceed one-third of the total con- 
struction cost of the vessel, unless there was “convincing evidence” 
that the actual differential was greater than one-third. In that 
event, the bill would limit the allowance to not more than 50 percent 
of the cost. 

For the purposes of this section, the legislation would authorize 
appropriations in the amount of $10 million. 
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Section 4 would authorize the Secretary, under identical limitations 
as contained in section 3 of the bill, to pay a construction-differential 
subsidy for the reconstruction or reconditioning of a fishing vessel, 
if the purpose of modernizing the vessel was to render it more safe, 
and would improve its overall efficiency. This section would authorize 
an appropriation in the amount of $5 million. 

Section 5 would authorize the Secretary to issue such rules and 
regulations as he may find necessary in the public interest, to supple- 

ment and carry out the provisions of this bill. 


THE FISHING INDUSTRY 


One of the most pressing problems which the New England economy 
faces involves the present predicament of its fishing industry. Testi- 
mony to this effect was presented at the hearings. The witnesses 
also stated that through the years the industry “has experienced a 
steady decline in terms of employment, plant facilities, fishing fleet, 
and annual catch. 

The fishing industry is required to build its ships in the United 
States while competitor nations enjoy construction costs greatly lower 
than those our industry must pay. Secondly, the many forms of 
insurance that fishing vessel owners must carry for a variety of reasons 
is extremely expensive—in Many Cases, prohibitive. Thirdly, the in- 
dustry competes with foreign industries, which are in almost every case 
heavily subsidized by their own governments. Fourthly, some of our 
mutual aid spending for the technical and economic development 
of friendly foreign allies has been used to assist their fishing industry, 
thereby giving them an added advantage over our own industry. 
Finally, for reasons of international relations and our national security, 
the fishing industry has twice been denied by the President the tariff 
relief whic h, after full investigation, the Tariff Commission felt was 
economic ally completely justified. 

Your committee was told that the average age of the vessels in 
the purse seiner fleet at San Pedro, Calif., is now in excess of 19 years. 
Three vessels are less than 10 years of age, but 4 vessels, each over 
32 years old, offset these new ones. Not one new purse seiner has 
been launched during the last 10 years. During this 10-year period 
they have lost through sinkings and sales to foreign countries 112 
seiners. Seiners which cost $150, 000 to build 10 years ago now cost, 
according to the general manager of San Pedro ‘Fishermen’s 
Cooperative Association, $400,000 and more. 

Operating out of Massachusetts in 1947 were 80 large, 215 medium 
and 300 small trawlers. In 1956 this fleet had dwindled to 51 large, 
148 medium, and 226 small vessels. In the Pacific Northwest, at 
the end of World War II there were 144-foot-beam trawlers fishing 
for 17 companies. In January, 1958, there were 20 full-time boats and 
50 part-time boats and the number of companies had dwindled to 7. 

While their boats are getting older and their gear and equipment 
more antiquated, their catches are going down and their expenses are 
rising. An example of this was heard by the committee from a witness 
from Gloucester, Mass. 
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He stated that the cost of marine and liability insurance had 
increased to a point where it equals 25 percent of the vessel’s total 
operating expense. The percentage which the insurance bears to the 
owner’s total operating expense for the years 1950 through 1957, 
follow: 


Percent of Percent of 
owner’s total owner’s total 

Year: expense Year—Continued expense 
JO a ep ee ee ee 1954_ ea dike cite crate ae 
I oo ee eek Ee 1955 . oest oC e 
Pe a 5 : 14 1956 20 
a rea Sy 1957_ ; 25 


No better picture could be given of the condition of our fishing 
fleet. than these insurance costs. This witness stated that in his area 
only one company, an English company, was accepting their applica- 
tions for insurance. 

DECLINE IN CATCH 


The following table shows the production of ground fish and ocean 
perch fillets from the New England fisheries for the years indicated: 


Year: Production in pounds | Year—Continued Production in pound, 
DSS Se ere Said 138, 000, 000 [tno ee ... 122, 000, 000 
I sh es as ee ai 137, 000, 000 1956_- - ele _. 107, 000, 000 
NR cate tein a eer eet 133, 000, 000 1957_-_- Koewcenes , he, 00 


FISH IMPORTS 


The following figures show that the imports of bottom fish fillets 
have increased over 1,500 percent in the last 17 years. The figures 
from the United States Fish and Wildlife Department on cod, haddock, 
hake, pollock, cusk, and ocean perch are as follows for the years 
1940-57: 





Year: Pounds Year—continued Pounds 
. |) ee . 9, 739, 853 1949 : 44, 776, 990 
ret... Peary 9, 931, 030 1950 : 66, 618, 167 
oes... 2s. : 16, 674, 082 | 1951 87, 097, 172 
1943_ —— 16, 323, 416 1952... 107, 802, 447 
1944___ = . 24, 545, 569 1953. - 91, 617, GOO 
1945 43, 169, 156 1954 135, 625, 000 
1946 : 149, 171, O89 1955 : 130, 068, 000 
1947 35, 093, 435 | 1956 . 134, 379, 000 
1948 53, 727, 697 | 1957 (6 months) 135, 164, 000 


FISH PRICES 


A witness from Seattle submitted the following comparison of fish 
prices paid to fishermen in 1945, 1951, and 1957, per pound: 


1945 | | Percent compari- 
Fish (OPA) | 1951 1957 son of 1945 (OPA) 
to 1957 prices 





I I Be oot, $0. 10 $0.11 | $0.10 | Same. 
Dressed true cod__.__.__- eee eee tae ceed . 0875 . 0875 | .0875 | Same. 
Round true cod__....-._....- doth baw oegssossasakent . 065 ae 4 . 045 Minus 30. 
OU a a a a aii 045 | 06 | .045 | Same. 


ea See ee . 045 05 | .035 | Minus 22. 
| 
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FISHERMEN’S OPERATING COSTS 


The following cost statistics were submitted to your committee by 
a representative of the Alaska fishermen for the same years, 1945, 
1951, and 1957: 








1945 | Percent comparison 
Item (OPA) 1951 | 1957 | of 1945 (OPA) to 
| | | 1957 prices 

Meat prices: } | | 
fae Oe BURNS DWN ov odcws<tuwchedesks daewwe $0. 21 | $0.55 | $0. 48 | +127 
T-bone , ‘ sunk Goak ese ee eines sn ail . 52 1.10 | 1.19 | +129 
Rib roast Rittnd enapgithlnaceacdkts teen meres . 37 85 | .91 | +146 
Ground beef__.....-- Vabiss dediewdeas cakebae . 30 .63 | 45 +50 
Ham... Sisal ota ie (asbdendaemawondadadnesadawen .38 . 65 .73 +92 
Bacon abnaeee Raeeen ified ah avdeahaa gars .44 to 79 | +75 
Lamb chops....-...- ieeidy tabcbieaicccia Mio riatateitetl . 60 1.10 1.09 | +S] 
Leg of lamb_..- : Oo Be “ao aoe .41 | 79 . 83 +102 

Boat expenses | 
ee ird labor per hour__. gan sls te 2.00 3. 75 5. 50 +175 
Lumber, board-foot hatin ae aeee . 125 18 . 30 +140 
Brass <sbmeweas bget eda tkteisicaahcs ot ce . 62 85 1, 20 +-93 
Steel stat — dah inca ato whe bce t . 08 | ll . 20 +150 
Copper paint, gallon... __- wkvestactpstaeeded aa 3.75 | 5. 50 9.70 | +160 

Gear expense | 
Rope, per pound. ; : be . 25 68 | . 65 | +-160 
Cotton netting =a iat 1.01 2.02 | 2. 25 +122 
Twine, per pound chewed : . 62 1. 20 1.15 +85 

Crew expenses 

Boots oak 7.50 | 12.25 17. 50 +133 
G love S, per doze n. - 3. 00 5.10 5.95 +98 
Wool fishing pants ete tia : io 7.00 | 1200 | 10. 50 +50 
Cigarettes per carton eo 1. 60 2.10 2.75 +-70 
Coffee, per pound__-.-_-. ak stake j .36 | .89 | 95 | +164 
Ice, per ton. -. ee, ener EN a i ee 6.30 | +80 
Diesel oil : sane . 0575 | «kant 15 | +161 


Labor on engine repairs is up 175 percent. Engine machine parts 
are up 100 to 400 percent. Marine insurance up 100 percent. Lia- 
bility insurance up 300 percent. One hundred and thirty-five horse- 
power diesel engine: 1945 cost, $6,800; 1958 cost, $12,500. 

All witnesses testified that S. 3229 as amended would encourage 
improved facilities, thus permitting more efficient operation within 
the industry and enabling it to compete with low-cost imports. It 
would result in modernization of the industry’s processing plants, 
leading to better quality products. This has been among the principal 
aims of all recent fisheries legislation. It would encourage installation 
of safety equipment, the modernization of vessels, and the building of 
new vessels. Ancient and outmoded equipment is now responsible 
for many accidents at sea, and it is felt that improvements will reduce 
the heavy accident toll. The bill would enable the industry to make 
substantial savings and to provide better service for the American 
people. 

This important industry is in difficulty. The majority of your com- 
mittee concurs with the fishermen in their belief that this bill would be 
of great assistance to everyone connected with the domestic fishing 
industry: fishermen, fleet owners, and processors. 


AMENDMENTS 


The fishing industry, during the early days of the 85th Congress, 
made the following recommendations: 

1. Government aid in a program aimed at equalizing the cost of 
vessel insurance with that of foreign competitors. 

2. Long-term loan program for shore plants for working capital, 
plant modernization, and expansion, 
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3. Government aid in a program designed to equalize cost of vessels 
with that of foreign competitors. 

An equalization program designed to eliminate the differential 
between cost of domestic production and selling price of foreign 
imports in the domestic market. This program to include provision 
for a minimum operating price to fishermen and vessel owners. 

The original bill was drafted in 1957 to meet these recommendations. 
It was an attempt to cover all of the industry’s problems in one bill. 
Now, after further study and many conferences, it seems that this 
simplified bill would effectively deal with the industry’s most severe 
problems. All witnesses appearing at the hearing were in support of 
the amended bill, which could not be said of S. 3229 in its original form. 

The amended bill does not cover the above recommendations Nos. 1 
and 4. It does cover recommendations 2 and 3, plus an increase in the 
fisheries loan fund authorized in the 1956 act, and a liberalization of 
the terms of the loans, all with proper safeguards. 


AGENCY COMMENTS 


The Department of Defense had no opinion as to the desirability of 
the bill and therefore neither supported nor opposed S. 3229. The 
Department of Justice advised that the bill involved questions of 
policy on which the Department preferred to make no recommenda- 
tion. The Department of Commerce was adverse to enactment of 
the legislation. The Comptroller General advised that 


The question of whether direct financial aid of the type 
proposed by 8. 3229 should be extended to the fishing and 
fish-processing industries as a substitute for tariffs which 
are normally relied upon to protect domestic industries 
from foreign competition is one of policy and, since we have 
no special information relative to the extent of the needs of 
these industries or the advisability of protective tariffs, we 
make no recommendation with respect to enactment of the 
bill. . 

The Department of State advised it would welcome congressional 
action directed at the basic problems of the fishing industry. The 
Treasury Department had no comments as to the general merits of 
the bill, but suggested that the possible expenditures under it be 
“critically examined.”” The Department of Agriculture also had no 
recommendation to make. — Department of the Interior did not 
report on the amended bill, but their representative at the hearing 
on it made no objections. 

The reports follow: 


AGENCY COMMENT 


GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE, 
Wash ington, D. Ct July 16, 1958. 


Hon. Warren G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 
Dear Mr. Cuatrman: This is in reply to your request to the Secre- 
tary of Defense for the views of the Department of Defense with 
respect to S. 3229, 85th Congress, a bill to provide a 5-year program 
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of assistance to enable depressed segments of the fishing industry in 
the United States to regain a favorable economic status, and for other 
purposes. 

This bill would supplement the Fish and Wildlife Act of 1956 by 
authorizing direct assistance in the form of loans, grants-in-aid, and 
incentive payments, under specified terms, to owners of fishing vessels 
and to fish processing plants to aid in improving their equipment and 
methods and thus improve their competitive position. 

The military departments purchase fish for their own use but there 
have been no problems of shortage of supply. The Department of 
Defense does not have available the information which would enable 
it to form a judgment on the desirability, as a national policy, of 
providing special aid to this industry. It, therefore, neither supports 
nor opposes the enactment of S. 3229. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
Rosert DecHeErr. 


Unirep States DrepARTMENT OF JUSTICE, 
OFrFice OF 1HE Deputy ArTrorNEY GENERAL, 
Washington, D. C., July 18, 1958. 
Hon. WarREN G. MaaGnvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 3229) to provide 
a 5-year program of assistance to ens able depressed segments of the 
fishing industry in the United States to regain a favorable economic 
status, and for other purposes. 

The purpose of the bill is to provide direct assistance for that 
segment of the fishing industry that is threatened with and suffering 
from injury occasioned by a trade-agreement concession from which 
escape-clause relief, as authorized by section 7 (c) of the Trade Agree- 
ments Extension Act of 1951, as amended, has been withheld because 
of considerations affecting the Nation’s security or because of other 
overriding considerations in the national interest. 

The Secretary of the Interior is authorized to provide direct assist- 
ance in the form of loans, grants-in-aid, and mecentive payments, 
which will aid the domestic fishing industry to improve its methods 
of catching, handling, and preserving and processing fish and to 
improve the quality of its products and thus attain and maintain a 
better position with relation to foreign produced fishery products of 
like character through the repair, alteration, improvement, moderni- 
zation, replacement, and construction of fishing vessels and gear, fish 
preservation equipment, processing plants, and other equipment and 
facilities used in cate hing, handling, processing, packaging, and mar- 
keting of domestically produced fish and fishery products derived 
from ee species upon which the adversely affected industry is de- 
pendent. The Secretary is further authorized to provide assistance 
in the reconditioning, equipping, and outfitting of existing fishing 
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vessels and the construction, equipping, and outfitting of new fishing 
vessels; to promote higher standards of safety; and through the pro- 
vision of an inspection and grading service to improve and standard- 
ize the quality of domestically produc ed fishery products. 

Whether the bill should be enacted involves questions of policy 
on which the Department of Justice preferes to make no recom- 
mendation. There are, however, certain aspects of the bill to which 
the attention of the committee is invited. 

The officers and employees and former officers and employees of 
the Department of the Interior would be subject to the conflict of 
interest laws in title 18, United States Code, sections 281, 283, 284, 
434, and 1914, and Revised Statutes, section 190, title 5, United States 
Code, section 99. The committee may wish to consider, however, 
whether these laws are adequate to protect the Government in con- 
nection with applications for financial assistance under the bills and 
in the administrative actions thereon. With respect to such financial 
assistance the bill contains no provisions comparable to those which 
were applic ‘able to the lending operations of the Reconstruction 
Finance Corporation, such as the prohibitions against payment of a 
fee or commission in connection with an application for financial 
assistance, and against participation by an officer, agent, or employee 
of that Corporation in the deliberation upon or the determination of 
any question affecting his personal interests, or the interests of any 
corporation, partnership, or association in which he is directly or 
indirectly interested (47 Stat. 6, as amended, 15 U.S. C. 604 (d) and 
(e), respectively). 

Respecting fees and commissions, the Small Business Act of 1953 
requires disclosure by a borrower of its arrangements for fees for 
attorneys, agents, or other persons engaged by or on behalf of a 
business enterprise for the purpose of expediting an ee to 
the Small Business Administration (67 Stat. 239, 15 U.S.C. (Supp. V), 
sec, 648). If the committee should conclude that such disclosure is 
advisable in the case of an application for financial assistance under 
the bill, then it is recommended that the bill be amended to incor- 
porate a disclosure requirement similar to that applicable to a borrower 
from the Small Business Administration. 

The Small Business Act of 1953 also provides for the execution by a 
borrower of an agreement to refrain for certain periods of time from 
employing, tendering any office or employment to, or retaining for 
professional services, certain officers, attorneys, agents, or employees 
of that Administration (15 U.S. C. (Supp. V), sec. 648). It is sug- 
gested that the bill be amended to make provisions against any 
similar conflict of interest on the part of the officers and employees 
of the Department of the Interior with respect to applications there- 
under for financial assistance. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
LAWRENCE KE. Watsu, 
Deputy Attorney General. 
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THE SECRETARY OF COMMERCE, 
Washington, D. C., July 18, 1958. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in reply to your request of 
February 6, 1958, for the views of this Department with respect. to 
5. 3229, a bill to provide a 5-year program of assistance to enable 
depressed segments of the fishing industry in the United States to 
regain a fe .vorable economic status, and for other purposes. 

The legislation would authorize direct Federal assistance to any 
segment of the domestic fishing industry threatened with or suffering 
from injury occasioned by a trade agreements concession from which 
escape-clause relief, as authorized by section 7, has been or may be 
withheld because of considerations affecting the Nation’s security or 
because of other overriding considerations in the national interest. 
Direct Federal assistance would be provided in the form of loans, 
grant-in-aid, and incentive payments to aid the industry to improve 
its methods of catching, handling, preserving, and processing fish and 
to improve the quality of its products, and thus i improve its competi- 
tive position vis-a-vis foreign produced fishery products. The bill 
would also authorize assistance in the construction, reconditioning, 
equipping and outfitting of fishing vessels, improving safety standards, 
and providing an inspection and grading service. 

The Department of Commerce recommends against enactment of 
this legislation. 

We realize that the problem of an industry seriously injured by 
imports can be a difficult one and we are in favor of all appropriate 
Government facilities being used to help. However, we do not favor 
the establishment of separate Federal programs of assistance as 
alternatives to escape-clause action where tariff concessions create 
injury to domestic industries. To single out for special adjustment 
assistance a business enterprise facing import competition would give 
them a shelter from adverse economic influences that is not available 
to other industries. 

We are particularly concerned with the scope of Federal assistance 
proposed by this legislation. If enacted it would, in our opinion, put 
the Federal Government in a position of responsibility for manage- 
ment decisions and actions in practically every phase of the domestic 
fishing and fish processing businesses. Such assistance would be 
prolonged as the bill specifically provides for a 5-year program. 

Title LX of the Merchant Marine Act of 1936 specifically authorizes 
the insurance of private loans made to aid in financing the purchase or 
construction of vessels designed for commercial use in the fishing trade 
or industry. Recent amendments to this title meet one of the 
problems encountered by fishing vessel owners who have been unable 
to secure financing except through short-term mortgage loans. 

Kor these reasons, this Department recommends against enactment 
of S. 3229. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SincLAIR WEEKS, 
Secretary of Commerce. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 30, 1958. 
S-127 124. 
Hon. WarrREN G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: Further reference is made to your letter 
dated July 18, 1958, acknowledged July 21, requesting our comments 
on S. 3229 (in the nature of a substitute), 85th Congress, 2d session. 

This bill would amend the Fish and Wildlife Act of 1956 to provide 
additional financial aid to fishing vessel owners and to processors of 
fishery products. 

The question of whether direct financial aid of the type proposed 
by S. 3229 should be extended to the fishing and fish processing 
industries as a substitute for tariffs which are normally relied upon 
to protect domestic industries from foreign competition is one of 
policy and, since we have no special information relative to the 
extent of the needs of these industries or the advisability of protective 
tariffs, we make no recommendation with respect to enactment of 
the bill. However, in the event your committee is inclined to favor- 
able consideration of this legislation, attention is invited to the fol- 
lowing matters which may merit special consideration. 

While section 1 of the bill authorizes the appropriation of $10 million 
to be used as additional capital for the fisheries loan fund, for which 
specific administrative procedures are established by the provisions 
of section 4 (e) of the Fish and Wildlife Act of 1956, the bill provides 
no similar direction with respect to disposition of the $5 million 
which is authorized to be appropriated under section 2. In view 
thereof we assume it is intended that total loans under section 2 shall 
not exceed $5 million and that payments of interest and repayments 
of principal on such loans shall be deposited into the Treasury and not 
be available for reloan purposes. 

While sections 3 and 4 of the bill follow the general tenor of the 
provision of title V of the Merchant Marine Act, 1936, as amended 
(46 U. S. C. 1151-1161), we note a significant departure from the 
provisions of that statute in the method for det ee construction- 
differential subsidy set out in section 3 (c) and 4 (c) of the bill in that 
the bill does not require the fishing vessel owner to obtain competitive 
bids for the construction, reconstruction, or reconditioning of his 
vessel, nor, in the event such bids should be obtained, does it limit the 
construction-differential subsidy to the difference between the esti- 
mated foreign cost and the low bid. Your committee may therefore 
wish to consider the advisability of limiting construction-differential 
subsidy payments under sections 3 (c) and 4 (c) to the excess of the 
low competitive bid received by the vessel owner over the fair and 
reasonable estimate of foreign cost. 

Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroll« sg Ge neral of the Unite d State iF 
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STaTE DEPARTMENT, 
July 16, 1958. 
Hon. WarRREN G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. Cuarrman: In your letter of February 6, 1958, you 
invited the comments of the De partment of State on S. 3229, a ‘bill 
to provide a 5-year program of assistance to enable depressed seg- 
ments of the fishing industry in the United States to regain a favorable 
economic status, and for other purposes. Your letter was acknowl- 
edged by my letter of February 7, 1958. 

This Department would welcome action by Congress directed at 
the basic problems of the fishing industry and toward the establish- 
ment of an economically sound basis for its prosperity. These 
problems include outmoded equipment and methods, the fact that 
the United States ocean perch fleet must now travel greater distances 
for its catch, and other competitive disadvantages which the American 
industry faces with respect to foreign producers and producers of 
other food products. 

It appears that section 4 of S. 3229, which would provide grants to 
help the industry improve its equipment, would promote the solution 
of these basic problems. We believe the provisions of section 5, 
which are designed to enable the American industry to buy new 
fishing vessels at the same cost as its foreign competitors, would 
contribute to the solution of the industry’s problems. This also 
appears to be true of the proposal in section 6 for loans for improving 
and modernizing fish processing plants. ‘The proposal in paragraph 
(2) of section 7 for exploratory and experimental fishing operations 
might result in substantial long-term benefits to the industry. We 
assume that the Department of the Interior, which has primary 
responsibility in this field, will report on the effectiveness of these 
measures in dealing with the basic problems of the industry. 

As another constructive measure to help the fishing industry, we 
support an increase in the fisheries loan fund authorization under the 
Fish and Wildlife Act of 1956, as would be provided by S. 3295. 
Congress may also wish to investigate the possibility of encouraging 
increased consumption of fishery products in the United States. 

On the other hand, we question the advisability of incentive pay- 
ments to fishermen and processors, including the proposed rates, as 
provided for in section 7, paragraph (1), and section 8 of S. 3229. 
Such payments, if large enough to increase significantly the returns 
to fishermen and processors, would run the risk of causing uneconomic 
expansion of domestic production, particularly since there is no limita- 
tion in the bill on the amount of production which would be subsi- 
dized. Production increases stimulated by incentive payments could, 
in turn, cause substantial displacement of imports. 

The bill is apparently intended to help the domestic industry with- 
out causing the same difficulties in our foreign relations as would 
raising the duty or imposing a quota. Displacement of imported 
fish as a result of a subsidy for United States producers, however, 
might have effects on trade similar to those created by a higher tariff 
or a quota and could, as a consequence, have serious economic and 
political effects on friendly foreign countries—Iceland and Canada, 
for example. We believe it essential that any program of assistance 
to the industry avoid running this danger. 
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An additional factor, with respect to imports of fish which have 
been the subject of a trade agreement concession, is that such economic 
effects, if they occurred, could in fact impair the concession and lead 
to compensatory withdrawals or adjustments of concessions on other 
articles including those which have been granted to United States 
products. 

Assistance to the fishing industry under S. 3229 would be dependent 
on the President’s rejecting an escape-clause recommendation of the 
Tariff Commission for traiff or quota relief “because of considerations 
affecting the Nation’s security or because of other overriding con- 
siderations in the national interest.”” We believe that making assist- 
ance dependent on such a rejection of an escape-cl: ause recommenda- 
tion is inappropriate since many of the problems of the fishing industry 
which S. 3229 is designed to correct have no necessary connection 
with the factors which might make possible an escape-clause finding 
of serious injury. For example, problems resulting from unsatis- 
factory handling methods could exist regardless of the height of the 
duty 

On the other hand. in examining other possible criteria for eligi- 
bility for assistance, the possibility would of course have to be faced 
that use of different criteria might result in coverage of a larger part 
of the industry and in greater problems of administration than if the 
program were limited to parts of the industry for which escape-clause 
relief had been denied by the President for the reasons specified in 
S. 3229. 

The Department has no comment on the remaining sections of S. 
3229, which have to do primarily with technical and administrative 
matters. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Witiram B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, July 15, 1958. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Fore ign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. CuatrMan: Reference is made to your request for 
the views of the Department on S. 3229, to provide a 5-year program 
of assistance to enable depressed segments of the fishing industry in 
the United States to regain a favorable economic status, and for other 
purposes. 

The program of assistance that would be authorized by the proposed 
legislation is not of primary interest to this Department and the 
Department has no comments to make as to the general merits of the 
proposed program. However, it is suggested that your committee 
critically examine the expenditures that would be authorized by the 
bill to determine whether they are essential when viewed in relation 
to expenditures necessary to provide adequately for our national 
security or whether they would contribute to the stability and growth 
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of the national economy. Also, the Department recommends that 
section 6 (b) (1) be revised to establish the interest rate on the loans 
that would be authorized by the bill at a rate not less than a rate de- 
termined by the Secretary of the Treasury taking into consideration 
the current market yields on outstanding marketable obligations of 
the United States of maturities comparable to the term of the loans, 
plus an additional amount deemed adequate by the Secretary of the 
Interior to cover administrative expenses and probable losses to the 
extent consistent with the purposes of the proposed loan program. 

In addition, it is recommended that the bill be amended to require 
that safety and lifesaving equipment and devices to be installed on 
fishing vessels be approved by the Secretary of the Department under 
which the Coast Guard is operating before grants-in-aid are made 
by the Secretary of Interior for the purchase and installation of such 
equipment. In view of the Coast Guard’s administration of the 
marine inspection and navigation laws in the field of maritime safety, 
separate determinations by another agency regarding these matters 
would result in an unnecessary duplication of effort. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
A. GitmMoreE FLUvuEs, 
Acting Secretary of the Treasury. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, July 29, 1958. 
Hon. WARREN G. MaAGNuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear SENATOR MaGnuson: Thank you for your letter of July 18, 
1958, inviting our comments on a proposed amendment to S. 3229 by 
Senator Saltonstall, to authorize additional capital for the fisheries 
loan fund established by the Fish and Wildlife Act of 1956. 

Since the amendment would not affect the responsibilities of this 
Department, we have no recommendation to submit regarding it. 

Sincerely yours, 
E. T. Benson. 
COST OF THE LEGISLATION 


The bill would authorize appropriations in the amount of $30 
million. 
CHANGES IN EXISTING LAW 


There are no changes in existing law. 








INDIVIDUAL VIEWS OF SENATORS STROM 
THURMOND AND FRANK J. LAUSCHE 


In accordance with our previously expressed convictions regarding 
the ever-increasing Federal subsidy to private industry, we must 
register our opposition to sections 3 and 4 of S. 3229, which has been 
approved by a majority of our colleagues on the committee. 

These sections provide for the payment of constructional differential 
subsidies to fishing vessel owners up to 50 percent for which an 
appropriation in the amount of $15 million is authorized. It is con- 
tended that such action on the part of the Federal Government. is 
necessary in order to enable the domestic fishing industry to compete 
on a more favorable basis with its foreign competition. We have 
reviewed the statistics which have been submitted showing the 
increase in imports and decreases in domestic catch during the period 
1948-57 and sympathize with the problems which confront our 
commercial fish operators. Nevertheless, the same situation prevails 
on other domestic fronts: textiles, plywood, ceramics, minerals, to 
name a few. Can the Congress ignore similar worthy appeals for 
assistance from these important-segments of our economy? 


PRESENT FISCAL SITUATION OF THE UNITED STATES 


The Federal Government is faced with a public debt of approxi- 
mately $275 billion. Legislation is presently pending before the 
Congress to increase the statutory debt limit to $288 billion. The 
deficit for fiscal 1958 is $2.8 billion and the estimated deficit for fiscal 
1959 is $12 billion. 

The growth of subsidies to private industries, and to State and local 
governments continues to be an unsettling factor to our national 
financial and economic stability. For example, in 1932, there were 
about 20 fields of activity in which the Federal Government was 
subsidizing State and local governments. From 1932 to 1957, it rose 
to 54, and in 1957, the Federal Government was asked to enter new 
subsidy aids to State and local governments in 13 more fields of opera- 
tion. 

Through guaranteed loans and direct subsidies to private industry, 
we continue to feed this octopus of subsidy and it is becoming more 
evident that its arms are strangling the sound fiscal policies of the 
Federal Government. 

The argument is often used that a specific subsidy is needed “only 
for the present.’”’ Yet, historically, once a subsidy is set up, it is 
rarely terminated. As a matter of fact, the fiscal budget of 1957 
revealed that Congress was requested to “expand” 18 existing pro- 
grams. Subsidies by their very nature, grow like Frankenstein’s 
creation until they become monstrous national liabilities. 

Yet, legislation providing for a broadening of subsidies to private 
industry, such as in this instance, continues to come before the 
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Congress. It is our firm conviction that the direction in which we 
are heading is a matter of great concern and should cause some sober 
reflection on our part. The subsidy program of the Federal Govern- 
ment becomes more and more costly and embraces a larger segment 
of our economy with each session of Congress. In the meantime, the 
deficit increases, the cost of living rises, and the value of the dollar 
becomes less and less. 

Resolute action by the Congress in resisting further efforts to 
broaden the scope of subsidy programs for private industry is a 
necessary step in attempting to stem the tide of inflation which 
threatens to envelop our country. 

For these reasons, and with genuine concern for the problems which 
confront the fishing industry, it is urged that sections 3 and 4 of S. 3229 


be deleted. 
O 
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Mr. NevBerGer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 6090] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6090) to set.aside certain lands in Oklahoma 
for the Cheyenne and Arapaho Indians, having considered the same, 
report favorably thereon with amendments, and recommend that 
the bill do pass. 

The amendments are as follows: Strike all after the enacting clause 
and insert the following: 

That there are hereby eliminated from the Cheyenne and Arapahoe subagency 
reservation at Concho, Oklahoma, approximately 3,900 acres of land considered 
excess to the present school and agency reserve needs. The Secretary of the 
Interior is authorized to convey to the Cheyenne and Arapahoe Tribes a fee 
simple title to such lands located in township 13 north, range 7 west and range 8 
west, Indian meridian, Canadian County, Oklahoma, together with the improve- 
ments thereon. The title of the Tribes thereto shall be subject to no exemption 
from taxation or restriction on use, management, or disposition because of Indian 
ownership. 

Sec. 2. The value of the lands conveyed to the Cheyenne and Arapahoe Tribes 
pursuant to this Act, determined as of the date of this Act, shall be set off against 
any judgment against the United States that may be obtained by the Tribes 
under the Act of August 13, 1946 (60 Stat. 1049, 1055; 25 U.S. C., see. 702). 


Amend the title so as to read: 
A bill to convey certain lands in Oklahoma to the Cheyenne and Arapahoe 
Indians, and for other purposes. 


PURPOSE OF THE BILL 


The purpose of H. R. 6090, as amended, is to decrease the size of 
the Cheyenne and Arapahoe subagency reservation at Concho, Okla., 
by 3,900 acres considered in excess to the present agency and school 
needs. 


20006 





2 CONVEYING LANDS FOR CHEYENNE AND ARAPAHO INDIANS 


The bill provides that the 3,900 acres shall be conveyed to the Chey- 
enne and Arapahoe Tribes, in fee simple, for the use and benefit of 
the Indians. Mineral rights including oil and gas are included in the 
conveyance to the Indians. The Indians have requested that all of 
the lands be conveyed to them in trust status. Although, as pointed 
out in the Secretary’s letter on previous occasions surplus lands have 
been returned to these tribes in trust status, it is recommended that 
the subject lands not be conveyed in trust status. The committee 
believes it would be in the best interest of the Indians to have the 
property in fee status in order that the Indians may use the land as a 
basis for learning management practices, and this recommendation 
has been adopted i in the bill as amended. 

H. R. 6090 has been further amended to provide that the value of 
the lands conveyed to the Cheyenne and Arapahoe Tribes pursuant 
to this act, determined as of the date of this act, shall be set off against 
any judgment against the United States that may be obtained by the 
tribe under the Indian Claims Commission Act of 1946. The com- 
mittee understands that the subject 3,900 acres have an appraised 
value of approximately $400,000. Under fee title the acreage would 
be taxed for approximately $2,600. 

The enactment of H. R. 6090, as amended, will not involve addi- 
tional expenditure of Federal funds. 

The reports of the Secretary of the Interior and the Attorney 
General dated July 3, 1957, and July 3, 1958, respectively, are as 
follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 3, 1957. 
Hon. Criair ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EnGte: Your committee has requested a report on H. R. 
6090, a bill to set aside certain lands in Oklahoma for the Cheyenne 
and Arapaho Indians. 

We recommend that the bill be not enacted in its present form, and 
that it be enacted only if it is amended to read substantially as follows: 
“there are hereby eliminated from the Cheyenne and Arapaho sub- 
agency reservation at Concho, Oklahoma, approximately 3,900 acres 
of land considered excess to the present school and agency reserve 
needs. The Secretary of the Interior is authorized to convey to the 
Cheyenne and Arapaho Tribes a fee simple title to such land located 
in township 13 north, range 7 west and range 8 west, Indian meridian, 
Canadian County, Oklahoma, together with improvements thereon, 
and the title shall be subject to no exemption from taxation or restric- 
tion on use, management, or disposition because of Indian ownership.” 

The lands in question are a part of a large area that was ceded by 
the Cheyenne and Arapaho Tribes to the United States in an agree- 
ment ratified by the act of March 3, 1891 (26 Stat. 989, 1022). The 
Indians were paid approximately 15 cents per acre, and they have a 
pending claim against the United States based upon inadequate 
consideration. The lands were formerly used by the Bureau of Indian 
Affairs in connection with a dairy program, but that program has been 
discontinued and the lands are excess to the needs of this Department. 
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The tribes have asked that the land be conveyed to them rather 
than disposed of as surplus property, and we have no objection to 
such action if the conveyance is a fee simple title rather than a trust 
title. The conveyance will remove the land from the pending claims 
litigation, and will provide the tribes with an opportunity to develop 
and manage the lands on their own initiative. There are precedents 
_ reconveying such surplus agency and school lands to the tribes 

Sy’ selling the lands and giving the proceeds of sale to the tribes: 

The act of June 17, 1910 (36 Stat. 533), authorized the sale of 
samasee and school reserves in the Cheyenne and Arapaho Reservation 
that were no longer needed for that purpose and for giving the 
proceeds of sale to the tribes. 

The act of April 13, 1938 (52 Stat. 213), eliminated a tract of 
land from the Seger School Reserve and set it aside for the use of the 
Cheyenne and Arapaho Tribes. 

The Act of January 29, 1942 (56 Stat. 21), vested in the United 
States in trust for the Cheyenne and Arapaho Tribes title to certain 
lands formerly used for the Red Moon School Reserve and for the 
Cantonment Subagency Reserve. 

If the land is conveyed to the tribes, we believe that see ee 
should take a fee simple title rather than a trust title because (a) the 
management of trust property imposes a serious workload on ae 
of Indian Affairs employees and the present workload should not be 
increased, (b) the Indians should use this land as a basis for learning 
management practices and initiative in preparation for an ultimate 
termination of Federal responsibilities, and (c) it is the policy of the 
Government to return surplus Federal property to the local tax rolls 
and if such property is given to a tribe title should be taken in a tax- 
able status. 

We have omitted from our substitute language the reference to lands 
that may become surplus in the future because their proper disposition 

can be determined more adequately when the time arrives. We have 
es omitted the reference to personal property because we understand 
that no such property is involved. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Roger C. Ernst, 
Assistant Secretary of the Interior. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENER AL, 
Washington, July 3, 1958. 
Hon. James E. Murray, 
Chairman. Committee on Interior and Insular Affairs, 
United States Ne nate, Washington, dD. C. 

Dear Senator: The following information is furnished your 
committee for consideration in connection with H. R. 6090, a bill 
to set aside certain lands in Oklahoma for the Cheyenne and Arapaho 
Indians on which this Department made a report under date of 
January 15, 1958, to the chairman of the House Committee on 
Interior and Insular Affairs (included in H. Rept. No. 1666). 

The Department requested in its report that a portion of the area 
covered by the bill be reserved for use for the purposes of the Federal 
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reformatory at El Reno, Okla. No provision for the Department’s 
request was included in H. R. 6090 as passed by the House of Repre- 
sentatives. At the time of passage, it was stated on the floor of the 
House that an effort was being made to work out a solution between 
the Bureau of Prisons and the Department of Agriculture, which 
has an experimental station at Fort Reno, so that there would be ade- 
quate grazing land for the herd of cattle of the Bureau of Prisons 
(Congressional Record, June 2, 1958, p. 8868). The problem has 
been followed up, and from informal discussions between representa- 
tives of the Bureau of Prisons and the Department of Agriculture, 
there appears to be no prospect for such an arrangement as was sug- 
gested on the floor of the House. Such use of the lands of the Depart- 
ment of Agriculture would, it is understood, seriously interfere with, 
if not render impractical, continuance of the agricultural experimental 
program being carried on at Fort Reno. 

The request made in the Department report of January 15, 1958, 
in behalf of the Bureau of Prisons is therefore reiterated, and it is 
urged that favorable consideration be given to adding to the bill as 
passed by the House, the following reservation of the land to be with- 
held by the United States for use by the Bureau of Prisons with the 
exception of a relatively small area to be continued as a part of the 
school campus: 

“Reserving to the United States and excepting, however, the north 
half of section 19, the north half of section 20, all of sections 17 and 18, 
the south half of the south half of section 8, and the south half of the 
south half of section 7, all in said township 13 north, range 7 west; 
the south half of the southeast quarter of section 24, and the east half 
of the northeast quarter of the northwest quarter and the northeast 
quarter of section 25, all in said township 13 north, range 8 west. 

The above description is in accord with a permit for the use of the 
land, dated February 7, 1958, issued to the Bureau of Prisons by the 
Bureau of Indian Affairs, and differs somewhat from the description 
given in the Department report of January 15, 1958. 

In connection with consideration of the bill, your attention is called 
to claims filed with the Indian Claims Commission for additional com- 
pensation for lands acquired by the United States from the Cheyenne 
and Arapaho Indian Tribes. Apparently, the 3,900 acres of land 
covered by the bill are included in those claims. The committee may 
wish to consider inclusion of a provision in the bill reducing the pending 
claims to the extent of the present value of the land to be set aside 
under the bill for the two tribes. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WatsH, 
Deputy Attorney General. 
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Mr. Nevspercer,'from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 9740] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 9740) to convey certain land to the Makah 
Tribe of Indians, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 9740 is to convey 3.01 acres of land in the 
State of Washington to the Makah Indian Tribe. 

No Federal funds are involved in H. R. 9740. The Secretary of the 
Interior and the Makah Indians are in accord on the legislation. 
Three amendments recommended by the Secretary were incorporated 
in the bill prior to its passage in the House on August 4. 

The land to be conveyed is within the boundaries of the Makah 
Reservation as defined by an Executive order dated October 21, 1873, 
and is part of the area ceded to the United States under the treaty of 
January 31,1855. It is part of a 400-acre tract that had been rese rved 
for military purposes by Executive order of June 9, 1868. There 
appears to be a question whether the subject acreage was or was not 
intended to be included in the reservation subject to the withdrawal 
for military purposes. The enactment of H. R. 9740 will obviate this 
question. 

The acreage to be conveyed is surrounded by tribal land and, with 
improvements thereon (including a gymnasium, four bunkhouses, an 
office, and a messhall built during World War II), has been declared 
excess to the needs of the United States Coast Guard. The facilities 
are presently used by members of the tribe and a timber company. 
The tribe plans to continue to use the facilities as a recreation center. 
The land will be conveyed in an unrestricted and taxable status. 
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The favorable report of the Secretary of the Interior, dated June 24, 
1958, is as follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Wash ington, D. C., June 24, 1258. 
Hon. CLarr ENG LE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Re presentatives, Washington, D. C. 

Dear Mr. Encie: Your committee has requested a report on 
H. R. 9740, a bill to provide that the United States shall hold certain 
land in trust for members of the Makah Tribe of Indians. 

We recommend that the bill be enacted, if it is amended as suggested 
below. 

The bill transfers approximately 3.01 acres of land to the Makah 
Indian Tribe to be held in trust for them by the United States. The 
land was declared excess to the needs of the United States Coast 
Guard. It is surrounded by tribal land, and the tribe wants to add 
it to the reservation. 

The land was originally a part of the area that was ceded to the 
Government under section 1 of the treaty of January 31, 1855 (12 
Stat. 939). It was also within a 400-acre tract that ~— subse- 
quently reserved for milits ary purposes by Executive order of June 9, 
1868. It was also within the boundaries of the Makah India r Reser- 
vation as defined later by an Executive order dated October 21, 1873. 
Under these circumstances, it is not clear whether the 1873 aes 
order was or was not intended to make the land a part of the reserva- 
tion subject to the withdrawal for military purposes. The bill will 
remove the uncertainty by declaring the land to be held in trust for 
the tribe. 

The following improvements are located on the land: Gymnasium, 
four bunkhouses, office, and messhall. The improvements were 
constructed between 1944 and 1946, and are temporary, wartime, 
barracks-type construction. The estimated value of the improve- 
ments is not available at the present time and will not be known until 
an appraisal can be made. The facilities are now used jointly by the 
tribe and by the Crown-Zellerbach Co. and their employees. The 
tribe proposes to continue the use of the facility as a recreation center 
under the current arrangements. In an effort to curb juvenile delin- 
quency, the tribe intends to organize a recreation program to interest 
the young Indian people, and this program is now being worked out 
by the tribe and its consultants. 

When legislation of this type is proposed for the purpose of giving 
small areas of land to an Indian tribe, it is our policy to recommend 
that the land be transferred to the tribe in an unrestricted, taxable 
status, rather than in a trust status. This allows the tribe to admin- 
ister the land freely, and relieves the Bureau of Indian Affairs of any 
trust responsibility. It also conforms to the general Federal policy 
of returning surplus property to the local tax rolls. We made the 
same recommendation and your committee adopted it when recently 
reporting H. R. 7681, which transfers about 2 acres of land to the 
Lummi Tribe in Washington. 

We, therefore, recommend that the bill be amended as follows: 

1. On page 1, lines 6 to 8, delete ‘is hereby declared to be held in 
trust by the United States for the use and benefit of the members of” 
and insert in lieu thereof ‘‘are hereby conveyed to.” 
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2. On page 2, line 3, add the following: ‘Notwithstanding any other 
provision of law such land may be leased, sold, or otherwise disposed 
of by the sole authority of the Makah Tribal Council in any manner 
similar land in the State may be leased, sold, or otherwise disposed of 
by private landowners. The land shall not be exempt from taxation 
because of Indian tribal ownership.” 
| 3. Change the title of the bill to read: “To convey certain land to 
| the Makah Tribe of Indians.” 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 
Sincerely yours, 





Rocer Ernst, 
| Assistant Secretary of the Interior. 


O 
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Mr. Monroney, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


{To accompany 8. Res. 360] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the resolution (S. Res. 360) expressing the sense of the 
Senate that certain investigations being conducted by the Civil 
Aeronautics Board, concerning air carriers operating between the 
several States and Alaska, should be postponed until March 1, 1959, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the resolution do pass. 


PURPOSE OF THE RESOLUTION 


The resolution expresses the sense of the Senate that an investiga- 
tion instituted by the Civil Aeronautics Board under date of July 15, 
1958, by order E-12113, proposing to determine whether the number 
of air carriers operating between the States and Alaska should be 
reduced, be postponed until March 1, 1959, in order to permit the 
Committee on Inserstate and Foreign Commerce to study the effect 
of Public Law 85-166 which conferred permanent certification upon 
air carriers now operating between the United States and Alaska. 


GENERAL STATEMENT 


During the first session of this Congress, Public Law 85-166 was 
enacted for the purpose of conferring permanent certification upon 
those air carriers which had operated between the United States and 
Alaska under temporary certificates of public convenience and neces- 
sity issued by the Civil Aeronautics Board. Prior to its enactment, 
the Committee on Interstate and Foreign Commerce conducted 
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extensive hearings which clearly demonstrated the need for the stability 
which a permanent certificate of public convenience and necessity 
would afford the United States-Alaska carriers, in order to permit them 
to initiate long-range programs for modernization of their equipment 
and improvement of their services. ‘The Congress determined that 
the public interest would be served thereby and that such legislation 
was necessary because the apparent unwillingness of the Civil Aero- 
nautics Board to grant permanency to these air-carrier operation. 

There has been little opportunity for a sound record of experience to 
be developed under the provisions of this recently enacted law. 
Nevertheless, under date of July 15, 1958, the CAB issued an order 
(No. E-12113) proposing to institute an investigation to determine 
whether the number of air carriers operating between the United 
States and Alaska should be reduced By terms of the order, the 
proposed investigation embraces the possibility of merger, consolida- 
tion, and route transfer as between carriers and the possibility of 
suspending the routes of one or more of the carriers concerned, in- 
cluding those routes which were made permanent by Public Law 85 
166. 

The committee notes that during this session of the Congress, Publie 
Law 85-508 was enacted for the purpose of conferring statehood upon 
the Territory of Alaska, subject to compliance with its provisions. It 
is reasonable to presume that Alaska will become a State by the first 
of next year and that statehood will contribute to the rapid economic 
development of that area. 

During the period of its transition from territorial status to state- 
hood, Alaska will have special need for modernization and improve- 
ment of the air services linking it na its sister States. As we have 
observed, the very purpose of Public Law 85-166 was to encourage 
modernization and improvement of air transportation upon which 
Alaska so heavily relies. In the view of the committee, the prosecu- 
tion of an investigation by the Civil Aeronautics Board at this time, 
directed toward a possible reduction in the number of air carriers, or 
suspension of air routes, serving the States and Alaska transportation 
needs, is contrary to the intent of Public Law 85-166 and will con- 
tribute toward confusion and uncertainty which would do little to 
rromote the public interest. A postponement of such a proposed 
Mosel investigation until March 1, 1959, will permit the development 
of a more extensive record of operations under Public Law 85-166 as 
well as a more valid prospective view of the economic impact of 
Alaska statehood. In the meantime, the Committee on Interstate 
and Foreign Commerce intends to study this whole problem. 













COMMITTEE AMENDMENTS 








On page 2, lines 4 and 5, strike the word “indefinitely”? and the 
words “further development of Alaska under statehood,” and insert 
after the word “postponed”’ the words “until March 1, 1959” 

The resolution originally recommended indefinite postponement. 
Your committee felt that postponement until March 1, 1959, was 
sufficient to permit the committee to study the whole problem in the 
light of Alaskan statehood, and make further recommendations. 
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Mr. Monroney, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany H. R. 8543] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 8543) to amend the Communications Act of 
1934 to authorize, in certain cases, the issuance of licenses to non- 
citizens for radio stations on aircraft and for the operation thereof, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 


GENERAL STATEMENT 


The purpose of this legislation is to give the Federal Communica- 
tions Commission discretionary authority to issue licenses to non- 
citizens for the operation of aircraft radio stations in the case of 
persons holding United States pilot certificates or in the case of persons 
holding foreign aircraft pilot certificates which are valid in the United 
States on the basis of reciprocal agreements entered into with foreign 
governments. 

Under the existing provisions of the Federal Communications Act, 
the Commission is prohibited from issuing radio operator licenses to 
persons who are not citizens of the United States. On the other 
hand, such persons are not, by reason of their lack of citizenship, 
barred from obtaining authorization to operate aircraft in this country. 
The Civil Aeronautics Administration is authorized and does presently 
issue pilot certificates to nationals of friendly foreign countries. The 
result has been that some persons have been authorized to operate 
aircraft in the United States and at the same time have been denied 
authority to use the radio, an important safety feature which is of 
value not only to the alien pilot himself but to other aircraft pilots 
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and passengers whose safety is jeopardized because the alien pilot 
may not operate his aircraft radio under any circumstances. 

This legislation would remedy the situation by giving the Federal 
Communications Commission, if it finds the public interest will be 
served thereby, discretionary authority to waive the requirement of 
citizenship in cases of persons holding United States pilot certificates 
or in the case of persons holding foreign aircraft-pilot certificates 
which are valid in the United States on the basis of reciprocal agree- 
ments entered into with foreign governments. 

This bill also amends section 310 (a) of the Federal Communications 
Act. In addition to providing for the licensing of radio operators, the 
act has a separate requirement for the licensing of radio stations. 
Section 310 (a) as it now stands provides that a radio station license 
shall not be granted to an alien or the representative of an alien. 
Radio equipment installed on aircraft comes with the classification of 
a radio station, and radio equipment installed on United States- 
registered aircraft is licensed by the Federal Communications Com- 
mission. 

These licenses are only issued to the person who is in possession and 
control of the radio equipment. Thus, in the case of a United States- 
registered aircraft which is being operated by aliens under a lease or 
other legal arrangement, the registered owner cannot secure a radio 
station license because he is not in control and possession of the radio 
equipment. 

The operator is unable to obtain a radio station license because of 
the requirement of citizenship. Furthermore, the operator would 
probably not be able to obtain a station license from his country of 
nationality as the Chicago convention, to which the United States and 
many other nations are parties, requires that a license to install and 
operate radio equipment shall be issued by the State in which the 
aircraft is registered. 

The amendment to section 310 (a) would remove the requirement of 
citizenship and allow aliens in control of United States-registered air- 
craft to have radio equipment installed in the aircraft by authorizing 
Federal Communications Commission to issue radio station licenses 
in these cases. 

This legislation would relieve the Congress of the necessity of pri- 
vate bills with which it had been burdened in the past whenever a 
waiver from the licensing provisions of the Communications Act has 
been requested by alien pilots. 


AMENDMENTS 


On page 1, line 8, strike the words “and that security provisions have 
been satisfied’. On page 1, line 10, and on continuing on page 2, 
line 1, strike the words “‘issued by the Civil Aeronautics Administra- 
tion,’ and on page 2, line 12, srrike the words ‘‘issued by the Civil 
Aeronautics Administration” 

The Federal Communications Commission, in its testimony before 
the House committee, recommended the enactment of the bill as 
introduced in the House. However, the House committee added the 
above-quoted language which has the effect of placing upon the 
Federal Communications Commission the primary responsibility for 
determining that security considerations have been satisfied before 
the issuance of a radio station operator’s license to an alien pilot. 
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This caused the Commission to recommend the deletion of this lan- 
guage because of the need of the Commission to augment its staff to 
process the necessary security clearances. 

The Commission stated further that since an alien pilot must first 
obtain authorization from the Civil Aeronautics Administration to 
operate his aircraft before he may apply for a radio operator’s license, 
it would seem clear that the security investigation should take place 
prior to the issuance of the pilot’s license and not be postponed until an 
application for a radio operator’s license is filed with the Commission. 
If a security determination were to be made by the Civil Aeronautics 
Administration, this would eliminate the necessity of an additional 
security investigation on the part of the Federal Communications 
Commission which, in effect, would merely duplicate CAA’s effort. 

It is noted that, under the provisions of the existing Civil Aero- 
nautics Act of 1938, as amended, there is no security program in effect 
with respect to the issuance of alien pilots’ certificates because the 
security provisions of that act (secs. 1201-1202) require the issuance 
of an Executive order by the President directing the Civil Aeronautics 
Board to take into consideration national-security factors in the 
exercise of its licensing authority. To date the President has not 
issued such an Executive order. 

This lack of direct authority is now being remedied by the Congress 
in the legislation to create a Federal Aviation Agency (5S. 3880) which 
provides in section 601 (2) (6) that the Administrator may take into 
consideration “national security” as well as “safety in air commerce”’ 
in the promulgation of rules and regulations governing the issuance 
of licenses. Your committee feels that adequate statutory authority 
will thus be available to the Administrator to establish appropriate 
security-screening procedures in the issuance of airmen certificates 
to alien pilots. 

Since the authority to issue pilot certificates, now exercised by the 
Civil Aeronautics Administration, is being transferred by the Federal 
Aviation Act of 1958 to the new Federal Aviation Agency, the com- 
mittee amendments also delete specific reference to ‘the Civil Aero- 
nautics Administration. This makes no substantive change whatever, 
since only one agency is authorized to issue pilot certificates. 

As a further consideration, your commiitee also desires to point 
out that under the Immigration and Nationality Act of 1952 (66 Stat. 
163) all pees entering the United Siates for permanent residence 
or for temporary residence (with the exception of certain Government 
officials) must meet the stringent security provisions set forth therein. 
Thus, in most cases, the possession of a visa indicaies that the alien 
has received a security screeining. The records of the Siaie Depart- 
ment would, of course, be available to the Adminisirator of the Federal 
Aviation Agency in connection with the discharge of his duty under 
the Federal Aviation Act. 

Under the provisions of the Federal Communications Act of 1934, 
as amended, the Federal Communications Con imission is required to 
find, with regard to every license issued by it, that the public interest 
will be served thereby. In making this finding, the Commission 
necessarily must weigh the character qualifications of persons seeking 
radio operator licenses. The commiitee desires to emphasize that 
this bill, as amended, does not relieve the Commission of this affirma- 
tive responsibility. 
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AGENCY COMMENTS 


The comments of the Civil Aeronautics Board, Comproller General 
of the United States, Federal Communications Commission, Depart- 
ment of Justice and the Department of State, are set forth below. 





COMMENTS OF THE FEDERAL COMMUNICATIONS COMMISSION ON 
H. R. 8543 


H. R. 8543 would amend sections 303 (1) and 310 (a) (1) of the 
Communications Act of 1934. 

The proposed amendment to section 303 (1) would authorize the 
Commission to issue licenses to noncitizens for the operation of aircraft 
radio stations in the case of persons holding United States pilot cer- 
tificates issued by the Civil Aeronautics Administration or persons 
holding foreign aircraft pilot certificates which are valid in the United 
States on the basis of reciprocal agreements entered into with foreign 
governments. The proposed amendment to section 310 (a) (1) would 
authorize the Commission to issue station licenses to noncitizens under 
the same circumstances. 

There appears to be substantial need in the area of air safety for 
legislation of this nature because of the present difference in statutory 
standards applied by the Civil Aeronautics Administration in issuing 
pilot certificates, and the Federal Communications Commission in 
issuing station licenses for aircraft and aircraft radio operator licenses. 
The CAA is authorized and does issue pilot certificates to the nationals 
of any friendly foreign country but the Commission is now prohibited 
from issuing radio operator or station licenses to the same individuals. 
The result has been that some persons who are authorized to operate 
aircraft in the United States are at the same time denied an important 
safety feature, which is of value not only to the alien pilot himself but 
to other air and ground personnel with whom he could otherwise be 
in contact. 

H. R. 8543 is calculated to enhance air safety in the United States 
and in its original form was endorsed by the Commission. 

Your attention, however, is called to the language added to the 

original bill by the House committee, page 1, lines 8 and 9, whereby 
section one is made to read, in pertinent part, as follows (the language 
added is italicized): 
“* * * in issuing licenses for the operation of radio stations on aircraft 
the Commission may, if it finds that the public interest will be served 
thereby and that security considerations have been satisfied, wave the 
requirement of citizenship in the case of persons holding United 
States pilot certificates issued by the Civil Aeronautics Adminis- 
tration, or in the case of persons holding foreign aircraft pilot cer- 
tificates which are valid in the United States on the basis of reciprocal 
agreements entered into with foreign governments.” 

The apparent effect of this amendment is to reauire the Commission 
to make an independent affirmative finding with regard to security 
considerations before issuing a license to an alien for operation of an 
aircraft radio station. 

In our comments to the House Committee, we treated as follows 
upon the security problem: 
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“* * * the Commission feels that if the CAA has satisfied itself as to 
the security problem of the individual applying for a pilot certificate 
and subsequently issues such an individual a pilot certificate the Com- 
mission may then issue a station license or an operator’s license to that 
pilot. Similarly, when the State Department negotitates reciprocal 
agreements with foreign governments, any security problems can be 
disposed of as part of the negotiation, and the Commission can 
properly issue operator or station licenses under the authority of the 
agreement.” 

This statement was intended to be construed in light of the Commu- 
nications Act of 1934, as amended, which requires the Commission to 
find, with regard to every license issued by it, that the public interest 
will be served thereby. The Commission bas previously interpreted 
public interest as encompassing authority to examine the character 
qualifications of persons seeking radio operators licenses and, where 
information is brought to our attention which might show that the 
issuance of such license would jeopardize the security of the United 
States, as authorizing this agency to refuse to issue such license. The 
language proposed in this bill, without the language italicized, is con- 
sistent with theis view. However, the italicized language, by requir- 
ing an affirmative finding that security consideration have been satis- 
fied, would appear to place upon the Commission a responsibility to 
require a complete investigation of every applicants’ backkground 
preliminary to such finding. 

In our opinion, the italicized language would make it necessary for 
the Commission to augment its staff to process the nee essary security 
clearances. We should not wish to subordinate security considera- 
tions to administrative problems. In this instance, however, the 
alien pilot is required to obtain authorization from another agency of 
the Federal Government to pilot his aircraft over the United States 
before his application for a radio operator’s license will be considered. 
If a thorough and complete investigation is desirable, in our opinion 
it should take place before a pilot’s license is issued and not later when 
the alien pilot applies for a radio operator’s license as a safety aid. 
If such a determination were to be made by the CAB, it is our feeling 
than an additional affirmative security determination on our part 
would in many cases duplicate the CAB’s determination. In addi- 
tion, the processing required might delav the award of a license and 
deprive the pilot of use of a radio during the processing period. The 
present statute requiring a license be issued only upon a finding that 
its issuance is in the public interest is sufficient to permit this Com- 
mission to deny license applications in those eases where security 
questions are involved, without requiring it to undertake the respon- 
sibility of making affirmative findings with respect to the security 
qualifications of each applicant which comes before it. 

Should vour committee feel that existing security provisions are 
inadequate, we feel that it would be more appropriate to incorporate 
additional safeguards in the procedures for issuing pilot certificates; 
and in accordance with our views as expressed above, we feel it would 
be unnecessary to add similar provisions to the Communications Act. 

lor these reasons we would he oppose d to alo] ytion of the — in its 
present form. Our objections could be oby iated, however, by dele- 
tion of the clause added on page | of the bill, lines 8 and 9, namely: 
“and that security considerations have been satisfied.”’ 
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It may be appropriate to mention one further point, which goes to 
the termination of licenses issued to aliens under H. R. 8543. The 
bill provides that licenses may be awarded “in the case of persons 
holding United States pilot certificates, etc.’ (Emphasis added.) 
Following the award of a radio cperator’s license to an alien, it is 
possible that his pilot’s certificate may expire or be revoked. Should 
he continue to have a radid operator’s license, he could lawfully 
operate a radio on an airplane though not actually piloting the plane. 
It is our understanding of the bill, however, that the radio operator's 
license would remain in effect only so long as the alien was “holding”’ 
a pilot’s certificate. 

Aitention is called to the fact that adoption of the bill in its present 
form would not permit issuance of a station license to a citizen of the 
United States representing a foreign government, whereas it does 
permit issuance of a station license to an alien or the representative 
of an alien. Section 310 (a) (2) of the Communications Act pro- 
hibits the Commission from granting a station license to ‘‘any foreign 
government or the representative thereof.’”’ Applications are occa- 
sionally received from honorary vice consuls and others who represent 
foreign governments in some capacity but who are citizens of the 
United States. Congress may wish to consider affording the Com- 
mission discretionary authority in this area also. 

Adopted: July 21, 1958. 


STATEMENT OF COMMISSIONER FREDERICK W. FORD 


lam opposed to ae bill in its present form. The security clearance 
proble m would still be present under the character qué alifications of 
an applicant. Deleiing the provision on security, as proposed by the 
Commission, would noi relieve the Commission of its basic responsi- 
bility to determine the character of an applicant, unless the bill 
specifically relieved the Commission of its responsibility in this 
regard. The problems the Commission would have of securing 
information on which to make such a determination would appear to 
be almost insurmountable. 


JULY 28, 1958. 
Hon. WarkEN G. MAGNUSON, 
Chairman, Committee on Interstate and Fore Lgn ('ommerce, 
lL'nited States Senate. Washington, Tee 
Dear Senator: This is in response to vour request for the views of 
Department of Justice concerning the bill (H. R. 8543) to amend 
the Communications Act of 1934 to authorize, in certain cases, the 
issuance of licenses to eo izens for radio stations on aircraft and 
for the operations thereof, which passed the House June 26, 1958. 
The bill would amend the Communications Act of 1934 by per- 
mitting the Federal C sg Seger nr atone Commission to waive the 
requirement of United States citizenship, when found by it to be in 
the public interest and ths at security considerations have been satisfied, 
in the case of persons holding United States pilot certificates or in the 
case of hose holding foreign aircraft pilot certificates valid in the 
United States in issuing licenses permitting radio operation on aircraft. 
The purpose of the legislation is to meet the situation which has been 
troublesome to the aviation industry because certain of their non- 
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citizen pilots are authorized to operate aircraft within the boundaries 
of the United States but are not permitted to operate radio within the 
aircraft. 

It is difficult to predict what, if any, effect such legislation might 
have on the Nation’s internal security. Although it does not set up 
any screening mechanism or safeguards it would seem that if in the 
future a threat to internal sec urity appeared to be present in a par- 
ticular case that the problem might be met by denial of the particular 
application for license as not being in the public interest or because 
security considerations had not been satisfied. In this connection it 
is noted that title 49, United States Code, section 702, provides that 
the Civil Aeronautics Board “shall consider re quirements of national 
security as well as safety of flight in air commerce in exercising its 
powers and carrying out its responsibilities under subchapter V Ijof 
this chapter.”’ 

Whether the bill should be enacted involves questions of policy on 
which the Department of Justice prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. Wa.su, 
Deputy Attorney General. 


Civit AgRonautics Boarp, 
Washington, July 11, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Wash ington, re e7 

Dear SENATOR Maanuson: This is in reply to your letter of July 3, 
bese requesting the Board’s comments on H. R. 8543. 

Under existing provisions of the Federal Communications Act, there 
is no authority to issue radio-operator licenses to persons who are 
not citizens of the United States. On the other hand, such persons 
are not, by reason of their lack of citizenship, barred from obtaining 
authorization to operate aircraft in this country, and many iliens 
have been granted such authorization. They may operate anywhere 
in the United States aireraft in which the use of radio is not required. 

However, most types of aircraft operation now require the use of 
two-way radio equipment. Notwithstanding the actual proficiency 
in radio operations which an alien may possess, he is barred from 
receiving a radio operator’s license, and the consequence is that what- 
ever authorization he may possess to operate aircraft in this country 
is substantially curtailed. From the standpoint of the Board, it is 
believed that the existing restriction which prohibits the Federal 
Communications Commission from granting a radio operator’s license 
to an alien serves no useful purpose insofar as the operation of 

ft radio by an alien authorized to operate aircraft is concerned, 


’ 


and constitutes a needless inconsistency with the provisions of the 


law relating to the operation of aircraft by foreigners. 

H. R. 8543 would remedy the situation by amending section 303 (1) 
of the Federal Communications Act. That section now authorizes 
the Federal Communications Commission to issue radio licenses ‘‘to 
such citizens of the United States as the Commission finds qualified.” 
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The amendment would add: “except that in issuing licenses for the 
operation of radio stations on aircraft the Commission may, if it finds 
that the public interest will be served thereby and that security con- 
siderations have been satisfied, waive the requirement of citizenship 
in the case of persons holding United States pilot certificates issued 
by the Civil Aeronautics Administration, or in the case of persons 
holding foreign aircraft pilot certificates which are valid in the United 
States on the basis of reciprocal agreements entered into with foreign 
governments.”” The Board recommends the adoption of such an 
amendment. 

H. R. 8543 would also amend section 310 (a) of the Federal Com- 
munications Act. In addition to providing for the licensing of radio 
operators, the act has a separate requirement for the licensing of 
radio stations. Section 310 (a) as it now stands provides that a radio- 
station license shall not be granted to an alien or the representative 
of an alien. Radio equipment installed on aircraft comes within the 
classification of a radio station, and radio equipment installed on 
United States registered aircraft is licensed by the Federal Commu- 
nications Commission. However, these licenses are only issued to 
citizens who are in possession and control of the radio equipment. 
Thus, in the case of a United States registered aircraft which is being 
operated by aliens under a lease or other legal arrangement, the 
operator is unable to obtain a radio-station license because of the 
requirement of citizenship, and the registered owner cannot secure 
a radio-station license because he is not in control and_ possession 
of the radio equipment. Also, the operator would probably not be 
able to obtain a station license from his country of nationality as the 
Chicago Convention, to which the United States and many other 
nations are parties, requires that a license to install and operate radio 
equipment shall be issued by the State in which the aircraft is 
registered. 

The proposed amendment to section 310 (a) would remove the 
requirement of citizenship and allow aliens in control of United States 
registered aircraft to have radio equipment installed in the aircraft by 
authorizing the Federal Communications Commission to issue radio- 
station licenses in these cases. The Board recommends the adoption 
of such an amendment. 

Accordingly, the Board endorses H. R. 8543. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
JAMES R. DurrFers, 
Chairman, 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Wash ington, J dy 14.1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CyHartrMan: Further reference is made to your letter 
dated July 3, 1958, acknowledged July 7, requesting our comments 
on H. R. 8543, 85th Congress, 2d session, entitled “A bill to amend 
the Communications Act of 1934 to authorize, in certain cases, the 
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issuance of licenses to noncitizens for radio stations on aircraft and 
for the operation thereof.” 

The porposed modifications of the present prohibition against 
issuance of radio station and radio operators licenses to aliens involve 
questions of national security and public safety on which we have no 
information other than that which has been developed in the House 
hearings on this bill. Under the circumstances, and since the provi- 
sions of H. R. 8543 would not affect the functions of this Office, we 
make no recommendations with respect to enactment of the bill. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


DrPARTMENT OF STATE, 
Washington, July 18, 1958. 
Hon. WarrEN G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Senator Maanuson: Your letter of July 3, 1958, requested 
the comments of this Department with respect to H. R. 8543, to 
amend the Communications Act of 1934 to authorize, in certain cases, 
the issuance of licenses to noncitizens for radio stations on aircraft 
and for the operation thereof. 

This Department is pleased to inform you that it favors enactment 
of H. R. 8543. 

Sincerely yours, 
Wittram B. Macomrrr, Jr., 
Assistant Secretary 
(For the Secretary of State), 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic; and existing law in which no 
change is proposed is shown in roman): 


Sections 303 (1) anp 310 (a) or THE ComMuUNICATIONS AcT oF 1934 
GENERAL POWERS OF THE COMMISSION 


Sree. 303. Except as otherwise provided in this Act, the Commission 
from time to time, as public convenience, interest, or necessity 
requires, shall 

(4) * * * 


* ok fe * * 


(1) Have authority to prescribe the qualifications of station 
operators, to classify them according to the duties to be per- 
formed, to fix the forms of such licenses, and to issue them to such 
citizens of the United States as the Commission finds qualified, 
except that in issuing licenses for the operation of radio stations on 
aircraft the Commission may, uf it finds that the public interest will 
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grantec 


be served thereby, waive the requirement of citizenship in the case of 
persons holding United States pilot certificates or in the case of 
persons holding foreign aircraft pilot certificates which are valid in 
the United States on the basis of reciprocal agreements entered into 
with foreign governments; 

* * * * > * ok 


LIMITATION ON HOLDING AND TRANSFER OF LICENSES 


Sec. 310. (a) The station license required hereby shall not be 


1 to or held by 

(1) Any alien or the representative of any alien; 

(2) Any foreign government or the representative thereof; 

(3) Any corporation organized under the laws of any foreign 


government; 

(4) Any corporation of which any officer or director is an alien 
or of which more than one-fifth of the capital stock is owned of 
record or voted by aliens or their representatives or by a foreign 
government or representative thereof, or by any corporation 
organized under the laws of a foreign country; 

(5) Any corporation directly or indirectly controlled by any 
other corporation of which any officer or more than one-fourth of 
the directors are aliens, or of which more than one-fourth of the 
capital stock is owned of record or voted, after June 1, 1935, by 
aliens, their representatives, or by a foreign government or repre- 
sentative thereof, or by any corporation organized under the laws 
of a foreign country, if the Commission finds that the public 
interest will be served by the refusal or the revocation of such 
license. 

Nothing in this subsection shall prevent the licensing of radio 


apparatus on board any vessel, aircraft, or other mobile station of 
the United States when the installation and use of such apparatus 
is required by Act of Congress or any treaty to which the United 
States is a party. 


Notwithstanding paragraph (1) of this subsection, a license for a radio 


station on an aircraft may he granted to and held by a person who is an 
alien or a representative of an alien if such person holds a United States 
pilot certificate or a foreign aircraft pilot certificate wh ich is valid in the 
United States on the basis of reciprocal agreements entered into with 
foreign governments. 


O 
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AUTHORIZING FREE TRANSIT AT THE PANAMA CANAL 
FOR VESSELS OPERATED BY STATE NAUTICAL 
SCHOOLS 


Auausr 12, 1958.—Ordered to be printed 
‘ vd Eee 
Mr. Maanuson, from the Committee on Interstate and For@m icy} SAN 
Commerce, submitted the following ; 


REPORT 


[To accompany H. R. 7779] 


MAIN 


READING Roos) 


The Committee on Interstate and Foreign Commerce, to which was 
referred the bill (H. R. 7779), to authorize free transit at the Panama 
Canal for vessels operated by State nautical schools, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE AND NEED FOR THE LEGISLATION 


The bill would restore to training vessels operated by State nautical 
schools the privilege to transit the Panama Canal without payment of 
tolls. Prior to 1950, the President had discretion to permit free 
transit to such vessels, but the amendment of the Canal Zone Code 
in 1950 (64 Stat. 1062), limited such free transit to certain vessels 
operated by the United States. Since these vessels play an important 
part in the training of future officers of the American merchant 
marine, it is important that every effort be made to facilitate their 
operation without undue expense. Your committee recommends the 
prompt enactment of this bill. 

Although the United States Merchant Marine Academy does not 
now operate a training ship, the Secretary of Commerce requested an 
amendment to include such a ship in the legislation. Since the pro- 
posed amendment would not meet a present need and since it is 
believed that the bill as written would include such a vessel, your 
committee did not amend the bill as requested. 


AGENCY REPORTS 


The Panama Canal Company recommended enactment of the legis- 
lation, pointing out that the bill was consistent with the Federal 
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program to encourage and strengthen the American merchant marine, 
and would have no “substantial adverse financial effect on the 
Treasury.” 

The Department of Commerce was favorable, with the amendment 
discussed above. The Comptroller General made no recommendation, 
but pointed out that State schools now have five vessels equipped and 
maintained by the United States, that such schools are authorized to 
receive matching grants from the United States if they meet minimum 
standards set by the Maritime Commission, and that the bill would 
constitute additional assistance. 

The reports follow: 

PanaMA CANAL CoMPANY, 
Washington, D. C., August 8, 1958. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Fore ign Commerce, 
United States Senate. 

Dear Senator MaGnuson: This is in response to your recent 
letter requesting the views and recommendations of the Panama Canal 
Company on H. R. 7779, a bill to authorize free transit at the Panama 
Canal for vessels operated by State nautical schools. 

Section 412 (c) of title 2 of the Canal Zone Code, as amended by the 
act of September 26, 1950 (64 Stat. 1042), provides in effect that cer- 
tain vessels operated by the United States may transit the canal with- 
out payment of tolls although the amount of tolls on such vessels is 
required to be computed and offset against the obligations of the 
Panama Canal Company to the Treasury. The language limiting 
such tolls free transits to vessels operated by the United States was 
new in the 1950 amendment of the statute. Prior to that time, the 
tolls fixing authority was vested in the President and no statutory 
limitation was imposed on the exercise of the President’s discretion 
to permit tolls free transits of Government vessels. 

In the exercise of his discretion prior to the 1950 amendment of the 
law, the President authorized transit through the canal of training 
vessels operated by State training schools without payment of tolls. 
The limitation of this privilege to vessels operated by the United 
States, however, has precluded the tolls free transit of such training 
vessels since the effective date of the act of September 26, 1950. 
H. R. 7779 would restore this privilege for training vessels operated 
by State nautical schools. 

The operation of State nautical schools and training vessels of such 
schools serves a declared public purpose of the United States as 
— in the statutes and regulations. The training vessels are 
provided by the United States Government which also supports the 
operation of the State training schools in other ways. Extension of 
the privileges of transiting the Panama Canal without payment of tolls 
to training vessels owned by the United States Government and 
operated by State nautical schools is regarded as consistent with the 
program of the Federal Government to encourage and strengthen 
the American merchant marine. 

The records of the Panama Canal Company indicate that the 
number of transits of training ships through the canal was not signif- 
icant during the period prior to 1950 and it is not considered that the 
enactment of the legislation would have any substantial adverse 
financial effect on the Treasury. 
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Enactment of H. R. 7779 is recommended by the Panama Canal 
Company. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report to your committee. 
Sincerely, 
Merritt WHITMAN, Secretary. 


THE SECRETARY OF COMMERCE, 
Washington, August 80, 1957. 
Hon. Herpert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatiwes, Washington, D. C. 

Dear Mr. CHarrMan: This letter is in reply to your request of 
May 28, 1957, for the views of this Department with respect to H. R. 
7779, a bill to authorize free transit at the Panama Canal for vessels 
operated by State nautical schools. 

The bill would amend section 412 (ec) of title 2 of the Canal Zone 
Code (64 Stat. 1043), to allow oceangoing training ships owned by 
the United States and operated by State nautical schools free tran- 
sit through the Panama Canal. 

The Department of Commerce recommends favorable considera- 
tion of the bill, amended as herein suggested. 

At present the States of California, Maine, Massachusetts, and 
New York maintain such schools. 

The act of March 4, 1911 (36 Stat. 1353), authorized the Secretary 
of the Navy to supply State schools with a suitable vessel and charts, 
books, and other equipment, for training and instruction of youths 
in navigation. The act of July 29, 1941 (34 U.S. C. 1121-8; 55 Stat. 
607), authorized the Mestiaie Commission to furnish to any State 
maintaining a marine school or a nautical branch, a suitable vessel 
which shall be maintained in aaa repair by the Commission. An 
annual appropriation is granted by Congress to these schools on 
condition that they agree to admit students who reside in other States. 
At present 80 nonresident students are enrolled in the 4 State schools. 
In 1957 the sum of $660,000 was appropriated for these schools. This 
sum includes $149,800 for maintenance and repair of the vessels 
loaned by the United States and $320,200 allowance for uniforms, 
textbooks, and subsistence (Publie Law 85—52: 71 Stat. 70). In 1956 
the total number of graduates of the 4 State schools was 293. In 
1957 it is estimated that 218 students will graduate. 

These schools contribute to the national defense and to the promo- 
tion of the commerce of the United States by training young men 
for service in the merchant marine, and their training vessels should 
be included among the vessels operated by the United States which 
are not presently required to pay tolls while transiting the Panama 
Canal. 

The bill does not include any training ship of the United States 
Merchant Marine Academy at Kings Point, N. Y. The Academy 
does not have such a ship now, but it seems desirable to cover the 
possibility. 

It is recommended that the bill be amended to include the Academy 
as follows: 
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Page 1, line 10, after the word ‘‘schools” insert ‘‘or the Secretary of 
Commerce.”’ 
The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this letter to your committee. 
Sincerely yours, 
WaLTER WILLIAMS, 
Acting Secretary of Commerce. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 18, 1957. 
Hon. Hersert C. BonNER, 
Chairman, Committee on Me rchant Marine and Fisherie Ss, 
House of Re prese ntatives. 

Dear Mr. Cuarrman: Your letter of May 28, 1957, requests our 
views on H. R. 7779, a bill to authorize free transit at the Panama 
Canal for vessels operated by State nautical schools. 

The purpose of the bill would be accomplished by amending section 
412 (c) of title 2 of the Canal Zone Code to include oceangoing 
training ships owned by the United States and operated by the State 
nautical schools, in the Same category as vesse ‘ls oper ated by the 
United States, which may, in the discretion of the President, be 
required to pay tolls. The bill would provide, as does existing law, 
that, if such vessels are not required to pay tolls, the tolls thereon 
shall nevertheless be computed and the amounts thereof shall be 
treated as revenues of the Panama Canal Company for the purpose 
of prescribing the rates of tolls, and shall be offset against the obliga- 
tions of the said corporation under paragray] phs ( (C) and (e) of section 
246 re title 2 of the Canal Zone Code (interest on net direct investment 
of the Government, net cost of operation of Canal Zone Government, 
al aa annuity payments to the Republic of Panama). 

Since the vessels operated by the United States are not now required 
to pay tolls the effect of the proposed legislation would be that the 
amount of the tolls ordinarily paid by State nautical vessels will be 
added to the amounts of the comp uted tolls for vessels operated by 
the Government for inclusion in the gross revenues of the canal and 
for offset against amounts owed by the Panama Canal Company to 
the United States Treasury. 

We have informally ascertained that there are five oceangoing 
vessels which have been furnished to State nautical schools. These 
vessels are by law required to be equipped and maintained by the 
United States Maritime Commission at Government expense. (See 
34 U. S. Code, 1121, 1123a. Moreover, under existing law State 
nautical schools are authorized to receive grants from the United 
States to match the amounts contributed to such schools by any 
State or municipality, provided such schools cor nform to such mini- 
mum standards as the Maritime Commission shall approve. In addi- 
tion, the President is authorized to detail proper officers of the Navy 
as superintendents of, or instructors in, such schools (384 U.S. C. 1122, 
1123) 

Other than to point out that the treatment proposed by the bill 
would, in effect, constitute additional assistance to State nautical 
schools, we have no further information with regard to the subject 
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matter of the bill. We therefore have no sufficient basis for making 
any recommendation with regard to the merits of the bill. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in brackets; new matter is printed in italic) : 


Section 412 (c) or TitLe 2 oF THE CANAL ZONE CODE 
(64 Stat. 1043) 


[(c) Vessels operated by the United States, including warships, 
naval tenders, colliers, tankers, transports, hospital ships, and other 
vessels owned or chartered by the United States for transporting 
troops or supplies, may in the discretion of the President of the 
United States be required to pay tolls. In the event, however, that 
such vessels are not required to pay tolls, the tolls thereon shall never- 
theless be computed and the amounts thereof shall be treated as 
revenues of the Panama Canal Company for the purpose of prescrib- 
ing the rates of tolls, and shall be offset against the obligations of the 
said corporation under paragraphs (c) and (e) of section 246 of this 
f title, as amended.] 

(c) Vessels operated by the United States, including warships, naval 
tenders, colliers, tankers, transports, hospital ships, and other vessels 
owned or chartered by the United States for transporting troops or supplies, 
and oceangoing training ships owned by the United States and operated 
by State nautical schools may, in the discretion of the President of the 

United States, be required to pay tolls. In the event, however, that such 
vessels are not required to pay tolls, the tolls thereon shall nevertheless be 
H computed and the amounts thereof shall be treated as revenues of the 
Panama Canal Company for the purpose of preseribing the rates of tolls, 
and shall be offset against the obligations of the said corporation under 
paragraphs (c) and (e) of section 246 of this title, as amended. 


O 
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85TH CONGRESS SENATE REPORT 
No. 2340 


2d Session 


BOATING SAFETY 


Avuaust 12, 1958.—Ordered to be printed 


Mr. MacGnvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following . 


REPORT 
[To accompany H. R. 11078] 


The Committee on. ge ate and Foreign Commerce, to whom 
was referred the bill | R. 11078) to promote boating safety on the 
Maviestils waters of Be United States, its Territories, and aise District 
of Columbia, to provide coordination and cooperation with the States 
in the interest of uniformity of boating laws and for other purposes, 
having considered the same, report favorably thereon without 
amendment and recommend that the bill as amended do pass. 


PURPOSE OF THE BILL 


Your committee believes that H. R. 11078 has the following major 
objectives: 

(1) Require the periodic numbering, either by the States or the 
Coast Guard, for identification, of all presently undocumented motor- 
powered boats of more than 7% horsepower using the navigable waters 
of the United States or owned in a State and operating on the high 
seas; to provide a fee for such registration and a penalty for 
noncompliance; 

(2) Require operators of boats in case of accident to render such 
assistance to other persons involved as can be offered without serious 
danger to their own vessels, or persons aboard; and where death or 
injury or damage to property in excess of $100 results from any acci- 
dent, file with the Coast Guard or designated State authority an acci- 
de ved report with such information as the regulations may require; 

Authorize a civil penalty of up to $100 fine, in addition to the 
si sent criminal penalty, for the operation of a motorboat or vessel not 
carrying passengers for hire in a reckless or negligent manner, so as to 
endanger the life, limb or property of any person. In the case of 
motorboats or vessels carrying passengers for hire, the civil penalty 
assessed may be up to $200; 
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(4) Declare it to be the policy of Congress to encourage uniformity 
of boating laws, rules, and regulations as among the States and the 
Federal Government to the fullest extent practicable; encourage the 
highest degree of reciprocity and comity among the States; and ‘direct 
that the Coast Guard enter into agreements and other arrangements 
with the States, to the greatest possible extent, to insure that there 
shall be full cooperation in the enforcement of both State and Federal 
statutes, rules, and regulations relating to recreational boating; 

(5) Make it clear that the applicability and the jurisdiction for 
enforcement upon the navigable waters of the United States, its 
Territories, and the District of Columbia, of the laws of the United 
States and of any State which require the numbering and otherwise 
regulate the use of undocumented vessels, would be as follows: 
The Federal laws shall be enforced by Federal officers, and the State 
laws by law enforcement officers of the States or of the appropriate 
subdivisions of the States. 

The bill would further provide that nothing in it would interfere 
with, abrogate or limit the jurisdiction of any State, except that the 
Coast Guard would not approve any State system for numbering 
which does not fully comply with the standards set forth in section 
3 (c) of the legislation. 

The act of June 7 ee as amended (46 U.S. C. 288) and section 21 
of the act of April 25, 1940, as amended (46 U.S. C. 526t) requiring 
numbering and horde: of undocumented vessels, would be non- 
applicable in any State having an approved numbering system, and 
would be repealed as of April 1, 1960. After that date owners of 
undocumented vessels coming under this legislation who use their 
vessels in States which do not have an approved numbering system 
must make application to the Coast Guard, and upon payment of the 
established fee, be granted a certificate of number. 

The certificate of number and the number awarded would be valid 
for a period not exceeding 3 years, be renewable and would be painted 
on, or attached to, each side of the bow of the vessel for which it was 
issued. No other number would be permitted on the bow of such 
vessel. The certificate of number must be pocket size and available 
for inspection at all times on the vessel for which issued wherever 
such vessel is in use. 

States having an approved numbering system would be required to 
recognize the validity of a number awarded by another State under 
an approved numbering system, or by the Coast Guard, for a period 
of at least 90 days. 

The vessel owner would furnish to the proper State officials, or to 
the Coast Guard, as the case may be, notice of the transfer of all or 
any part of his interest in any numbered vessel, or of the destruction 
or abandonment of such vessel. Coast Guard officers would be em- 
powered to board any vessel numbered under this legislation at any 
time, to examine into the compliance with this legislation. 


PURPOSES OF BILL WIDELY SUPPORTED 


In its report on the Senate bill, S. 3658, the Treasury Department 
favored enactment, stating in part: 


The relinquishment by the Federal Government to the 
States of a portion of its traditional control of motorboating 
appears to be : . logical and healthy approach to the partial 
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solution of the vast problem of recreational boating safety. 
The magnitude and complexity of adequate control and the 
encouraging response of State governments dictate coordina- 
tion and continuing cooperation between sovereign govern- 
ments in this field. 


The Council of State Governments worked closely with the House 
Committee on Merchant Marine and Fisheries in the drafting of the 
legislation, as well as in the development of the model State legislation 
and, in a letter to the chairman of your committee, dated July 22, 
1958, voiced the 


* * * earnest hope that congressional action on this legis- 


lation may be taken this year so that the States may have 
an opportunity to consider the model State bill in the light 
of a clearly expressed Federal policy. If Federal action is 
deferred until next year, consideration of a model State bill 
will not be possible in 36 States until 1961. 


The Outboard Boating Club of America, in a letter dated July 24, 
1958, cites: 


2 


* the unanimous endorsement of this bill (H. R. 
11078) by all major boating groups and all segments of the 
industry. 


The group opposed any exemptions on the basis of horsepower, and 
offered the following data regarding the number and types of outboard 
motors now in use: 


The most reliable estimate we can produce indicates that 
approximately 1,235,000 (23.8 percent) outboard motors 
currently in use are less than 4 horsepower, an additional 
1,547,000 (29.7 percent) are betweerf4 and 7 horsepower; 
and additional 650,000 (12.5 percent) are over "7 horsepower 
but less than 10; and an additional 650,000 (12.5 percent) 
will be between 10 and 12 horsepower. 

The best information available indicates that approxi- 
mately 19 percent of these owners rent the boats of which 
they are used. Since many motors can be used on one rented 
boat during the course of a year, it is impossible to estimate 
the number of rental bos aie whose owners would not register 
them because they would never be used with large motors 
(if it were possible to do so under the act). However, utiliza- 
tion of this 19 percent factor leads us to these following 
conclusions: 

If all boats powered by less than a 4-horsepower motor 
were excluded, then approximately 1 million boats could be 
affected, not counting rental boats. 

If all boats powered by a motor of less than 7 horsepower 
were excluded, then approximately 2,250,000 privately 
owned boats could be affected. 

If all boats powered by a motor of less than 10 horsepower 
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were eliminated, then approximately 2,775,000 boats could 
be affected. 

If all boats powered by motors up to and including 10 
horsepower were eliminated, then approximately 3,300,000 
boats could be affected. 
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Among the industry and other groups supporting the bill are: 

1. Council of State Governments, 1313 East 60th Street, Chicago, 
Ill. 

2. Outboard Boating Club of America, 307 North Michigas 
Avei ue, Chicago. 

3. American Yachtmen’s Association, Annapolis, Md. 

4. National Association of Marine Dealers, 15th and H Streets NW. 
Washington, D. C. 

5. National Association of Engine & Boat Manufacturers, 420 
Lexington Avenue, New York. 

6. National Wildlife Federation, Takoma Park, Md. 

7. New England Marine Trade Association, Jamaica Plains, Mass. 

8. Pennsylvania Fish Commission, Harrisburg, Pa. 


CONCLUSIONS 


The overwhelming sentiment of both users and manufacturers of 
boating equipment that would be covered by this legislation as voiced 
to your committee, and as found by the House committee in its 2 
years of study and hearings around the country, unquestionably is to 
the effect that this safety legislation is urgently needed in the recrea- 
tional boating field. 

While some are of the view that boats propelled by motors of any 
horse power should be covered, and others feel that the 7%4-horsepower 

exemption is too broad because it would remove from the numbering 
requirements approximately 50 percent of all boats propelled by out- 
less there is general agreement 


board motors 1n use today, neverth 
that the bill as it passed the House is sound le; cislation, and Sala be 
enacted. 

There is particular urggncey in passage at this session because 45 
States will hold legislative sessions in 1959, at which the model State 
bill developed by the recreational boating regulation subcommittee, 
committee on suggested State legislation, Council of State Govern- 
ments, could be considered. Enactment of this model bill by the 
States would provide substantially uniform Federal and State boating 
safety laws and regulations and enforcement procedures. 

Such a development would be vastly in the interests of the millions 
who now are finding recreational boating an increasingly alluring 
pastime, by obviating x conflis ting r Te quire ments when State lines are 
crossed and by achieving greater uniformity of regulations in the 
several States. 

It would mark, LOO, a healthy advane eC in coordination of legislation 
and enforcement as between the States and the Federal Government, 
by permitting State regulation and enforcement on navigable waters 
which heretofore have been the sole province of the Federal Govern- 
ment. 

[t would not invade State jurisdiction, nor would it increase Federal 
jurisdiction. It would not affect State regulation on nonnavigable 
intrastate lakes. 

The Treasury Department, in its report on S. 3658, the Senate 
version of the bill, estimated an initial additional cost to implement 
the require ments of the bill, of $2,900,870, and subsequent annual cost 
of $1.915.251. These additional costs will be offset to some extent, of 
course, by the fees collected. 
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AGENCY REPORTS 


Reports of the Treasury and Commerce Departments are attached, 
also a letter from the Council of State Governments, a special subcom- 
mittee of which worked closely with the House committee in develop- 
ing the legislative proposals. 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, July 21, 1958. 
Hon. WARREN G. MaGnuson, 
Chairman, Com mittee on Interstate and Foreign Commerce, 
United States Senate, Washington, BC. 


My Dear Mr. CuHarrman: Reference is made to the request of 
your committee for the views of the Treasury Department on S. 3658, 
to promote boating safety on the navigable waters of the U nited 
States, its Territories and possessions; to provide coordination and 
cooperation with the States in the interest of uniformity of boating 
laws; and for other purposes. 

This proposed bill would (1) require that all undocumented vessels 
propelled by machinery (motorboats) be systematically numbered 
for identification purposes; (2) authorize States to number boats 
within their jurisdiction in lieu of Federal numbering provided certain 
standards prescribed by the proposed legislation have been met; 
(3) provide for uniformity, reciprocity and comity between partici- 
pating States and the Federal Government; (4) provide for payment 
of a reasonable fee to defray costs of satninistration and enforcement; 
(5) provide for effective enforcement through imposition of civil 
penalties and withdrawal of approval by the Secretary wherein stand- 
ards are not maintained; (6) amend the Motorboat Act of 1940 to 
provide for more effective enforcement of that act through utilization 
of civil penalties for operating infractions and imposition of a duty 
upon operators involved in accidents to render assistance and make 
reports to responsible officials. 

The relinquishment by the Federal Government to the States of a 
portion of its traditional control of motorboating appears to be a 
logical and healthy approach to the partial solution of the vast prob- 
lem of recreational boating safety. The magnitude and complexity of 
adequate control and the encouraging response of State governments 
dictates coordination and continuing cooperation between sovereign 
governments in this field. One change in the proposed legislation is 
recommended—that is to include the possessions of the United States 
within the scope of its applicability. Present law regulating recrea- 
tional boating is applicable to and ‘enforced in the Commonwealth of 
Puerto Rico, the Virgin Is lands, and Guam. The bill does not in its 
body include these possessions of the United States. Its enactment 
would remove existing controls and result in a backward step in boat- 
ing safety in these areas. The attached memorandum suggests 
appropriate changes in the bill to extend its applicability to these 
areas and contains estimated costs of the bill. 

St ubje et to the ine orport ation of the propose d che ange, the Treasury 
Department lorena the enactment of this much needed legislation. 
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The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
A. GILMorE FLUEsS, 
Acting Secretary of the Treasury. 


{Enclosure I] 
MEMORANDUM 


S. 3658, to promote boating safety on the navigable waters of the 
United States, its Territories and possessions; to provide coordination 
and cooperation with the States in the interest of uniformity of 
boating laws; and for other purposes. 

The Federal Boating Act of 1958 should be made applicable to the 
possessions of the United States as well as to its Territories. Although 
the title of the bill implies its applicability to possessions, nevertheless 
the body of the proposed law fails to do so. The Motorboat Act of 
1940 (April 25, 1940) as amended (46 U.S. C. 526—526t) and the Num- 
bering Act of June 7, 1918, as amended (46 U.S. C. 288) are currently 
applicable in the Commonwealth of Puerto Rico, the Virgin Islands, 
and Guam. The following changes are suggested to extend the scope 
of application of S. 3658 to these areas. 


TITLE OF BILL 


After the word “possessions ;”’ change the semicolon to a comma and 
add “the Commonwealth of Puerto Rico and the District of Colum- 
bia;”’ so that the title of the bill will read as follows: ‘To promote 
boating safety on the navigable waters of the United States, its 
Territories and possessions, the Commonwealth of Puerto Rico and the 
District of Columbia; to provide coordination and cooperation with 
the States in the interest of uniformity of boating laws; and for other 
purposes.”’ 


Subsection (5), page 2, line 10, after the words “United States,”’ 
add ‘‘a possession of the United States, the Commonwealth of Puerto 
Rico” so that subsection (5) will read as follows: 

“The term ‘State’ means a State of the United States, a Territory 
of the United States, a possession of the United States, the Common- 
wealth of Puerto Rico, and the District of Columbia.”’ 


SECTION 3 


Subsection (a), page 2, line 15 and line 19, after the word ‘Terri- 
tories” add ‘‘and possessions, the Commonwealth of Puerto Rico”, 
so that subsection (a) and subsection (1) thereof will read as follows: 

“Every undocumented vessel propelled by machinery, whether or 
not such machinery is the principal source of propulsion, using the 
navigable waters of the United States, its Territories and possessions, 
the Commonwealth of Puerto Rico and the District of Columbia, and 
every such vessel owned in a State and using the high seas, shall be 
numbered in accordance with this Act, except 
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“(1) foreign vessels temporarily using the navigable waters of the 
U oad States, its Territories and possessions, the Commonwealth of 
Puerto Rico and the District of ( ‘olumbia;” 


SECTION 6 


Subsection (c), page ‘ line 6, after the word “Territories” add 
“and possessions, the ¢ setieaaaee of Puerto Rico’ 

Subsection (c), page 9, line 10, after the words “United States, 
add ‘‘a possession of the United States, the Commonwealth of Puerto 
Rico” so that subsection (c) will read as follows: 

“Such Act of April 25, 1940 (46 U. S. C. 526-526t), is further 
amended by Wag. at the end thereof the following new section: 

“ (Spe, 22. This Act shall apply to every motorboat or vessel 
on the a waters of the United States, its Territories and 
possessions, the Commonwealth of Puerto Rico and the District of 
Columbia, and every motorboat or vessel owned in a State and using 
the high seas. 

““(b) As used in this Act— 

‘‘The term “State’’ means a State of the United States, a Territory 
of the United States, a possession of the United States, the Common- 
wealth of Puerto Rico and the District of Columbia.’ ”’ 


”? 


SECTION 8 


Subsection (c), page 11, line 3, after the word ‘Territories’ add 
“and possessions, the Commonwealth of Puerto Rico” so that sub- 
section (c) will read as follows: 

“Commissioned, warrant, and petty officers of the Coast Guard 
may board any vessel required to be numbered under this Act at any 
time such vessel is found upon the navigable waters of the United 
States, its Territories and possessions, the Commonwealth of Puerto 
Rico and the District of Columbia, or on the high seas, address in- 
quiries to those on board, require appropriate proof of identification 
therefrom, examine the certificate of number issued under this Act, 
or in the absence of such certificate require appropriate proof of 
identification of the owner of the vessel, and, in addition, examine 
such vessel for compliance with this Act, the Act of April 25, 1940, as 
amended, and the applicable rules of the road.”’ 


SECTION 13 


Page 138, line 9, after the word “Territories” add ‘and possessions, 
the Commonwealth of Puerto Rico” so that the introductory clause 
in section 13 will read as follows: 

“The applicability and the jurisdiction for enforcement, upon the 
navigable waters of the United States, its Territories and possessions, 
the Commonwealth of Puerto Rico and the District of Columbia, of 
the laws of the United States and of any State which require cr num- 
bering and otherwise regulate the use of undocumented vessel, shall 
be as follows:” 
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[Enclosure IT] 


‘7 7 7 ° ro OP 
ochedule of costs an connection with o. SOdDS 





( ren in subsequent 
innu incremental nnual 
st cost costs 
Present numbering and identification program 1 $223, 971 1 $77, 465 
Added numbering and identification program $ 12, 870 1 449, 786 
Increased investigations, statistical, and penalty procedur 1, 388, 000 1, 388, 000 
Total costs to implement legislative requir nts of 
3658. _. 2, 900, 870 1, 915, 251 
Costs for expanded enforcement and educational program 48, 235, 000 #8, 500, 000 
1 Costs to be offset by collection of fees to be deposited in U. 8 
2 Investigative and penalty procedurs irrently carried out recreational boating are 
pertormed collaterally by for assigned, and costs thereol a no 
Enforcement and educational progran r recreational boating are carried out collaterally by forces 
assigned, and costs thereof are not identifiat 
‘ These costs are to implement the administrative r mmendations of H. Rept. No. 378 of Apr. 17, 1957, 


Tur GENERAL CouNSEL OF COMMERCE, 
Wash ingtor ag aS. July SO. 1958. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Inte rstate and Fore qn Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in reply to your request of 
April 22, 1958, for the views of this Department with respect to 
S. 3658, a bill to promote boating safety on the navigabl waters of 
the United States, its Territories and possessions; to provide coordina- 
tion and cooperation with the States in the interest of uniformity of 
boating laws; and for other purposes. 

This bill appears to be concerned primarily with matters within 
the purview of the Department of the Treasury. 

Consideration of the bill as it might affect the functions of this 
Department, indicates that our interest is too remote to justify offering 
comments with respect thereto. 

Sincers ly yours, 
FREDERICK C. NASH, 
General Counsel. 


Tue Counciu or State GOVERNMENTS, 
C'} cago, hi July TD 1958. 
Senator Wai -EN G. NI AGNUSON, 
Chairman, Committee on Interstate and Fore hyn Commerce, 
S¢ nate Office b wildi (], Was/ i] gto? ’ dD. ( 


j 


Dean Senaror Macnvuson: The purpose of this letter is to urge 
that your commitiee take early action on H. R. 11078, the bill relating 
to boating safety which received House approval July 18, or your own 
bil ss. 0058. 

As you probably know, in response to an invitation from the House 
Committee on Merchant Marine and Fisheries, the commiitee on 
suggested State legislation of the Council of State Governments set 
up a recrea ional hoating reculatior subcommittee LO work with 


t 
Kederal | scla?t and ad 7 trod {] ial 1 lave] moan 
eaera egisiative and administrative Omlclais In developing a pro- 
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eram which would provide substantially uniform Federal and State 
boating safety laws and regulations and enforcement procedures. 
The combined group in a series of meetings agreed on suggestions for 


amendments to the original Bonner bill—suggestions which were 


included in H. R. 11078 and 8. 3658. 

The recreational boating regulation subcommittee, assisted by the 
Federal representatives, is now werking on the second part of its 
assignment, namely, drafting a model State bill complementary to 
the Federal legislation now before your committee. Its goal—which 
will be met—is to have an approved draft ready for consideration by 
the committee on suggested State legislation at its September meeting 
and inclusion in the committee’s suggested State legislation—program 
for 1959. The program of suggested State legislation will be dis- 
tributed to all State governors, attorneys general, budget officers, 
legislative service agencies, legislative officials, key legislators, law 
libraries, and others, in November, a time sufficiently in advance of 
the 1959 State legislative sessions to permit the model bill to be 
included in the legislative programs of the 45 States whose legislatures 
are scheduled to meet that year. In view of this timetable, it is our 
earnest hope that congressional action on this legislation may be 
taken this year so that the States may have an opportunity to consider 
the model State bill in the light of a clearly expressed Federal policy. 
If Federal action is deferred until next year, consideration of the model 
State bill will not be possible in 36 States until 1961. 

‘To make our position entirely clear, we should like to point out tha 
our group entertains certain reservations to two amendments ap- 
proved by the House. Section 3 (a) now limits the application of the 
legislation to boats of more than 7.5 hoursepower, or, as we under- 
stand it, to about one-half of the number of motorboats now in use. 
The draft we submitted to the House Committee on Merchant 
Marine and Fisheries would have required the numbering of all 
motorboats. In our view the numbering of boats of 7.5 horsepower 
rr less would contribute to safety. 

The other change from our original draft to which we object is 
found in section 3 (c) (7). Our draft specified a minimum mandatory 
reciprocity period of 30 days. The House-approved bill specifies a 
minimum of 90 days. We feel that the longer period is unrealistic 
in areas where the bo ating season is relatively short. If this standard 
remains in the bill, it will have the effect, in some instances, of ne- 

gating the concept of requiring an owner to secure a number for his 
boat in the State in which at is principally used. It is our strong 
feeling that 30 days—or such longer period as the State may elect 
is a sufficiently long time for a boatowner to operate his boat within 
a State without violating the principal use concept. 

In conclusion, we should like to reiterate our support of H. R. 11078. 
We might add that the cooperative procedure utilized in drafting 
Federal and State legislation in an area where responsibilities of the 
two levels of government coincide or overlap is one which deserves 
serious consideration for possible application to many other aspects of 
Federal-State relations. 

In the event your Committee plans to hold hearings, our chairman, 
Paul A. Johnston, director, department of administration, State of 
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North Carolina, has instructed me to request that this letter be in- 
serted in the record as the statement of the position of the recreational 
boating Subcommittee. 
Thank you very much for your courtesy and consideration. 
Very truly yours, 
CHARLES F. ScHwan, Jr., 
Recreational Boating Regulation Subcommittee, 
Committee on Suggested State Legislation. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, 
reported, are shown as follows (new matter is printed in italic, matter 
proposed to be omitted in brackets, existing law in which no change is 
proposed is shown in roman) : 


Act oF Aprit 25, 1940, as AMENDED (54 Strat. 163; 46 U.S. C. 526- 
5266) 

AN ACT To amend laws for preventing collisions of vessels, to regulate equip- 
ment of certain motorboats on the navigable waters of the United States, and 
for other purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That the word “motorboat”’ 

where used in this Act shall include every vessel propelled by machin- 

ery and not more than sixty-five feet in length except tugboats 
and towboats propelled by steam. The length shall be measured 
from end to end over the deck, excluding sheer: Provided, That the 
engine, boiler, or other operating machinery shall be subject to inspec- 
tion by the local inspectors of steam vessels, and to their approval of 
the design thereof, on all said motorboats, which are more than forty 
feet in length, and which are propelled by machinery driven by steam. 

Sec. 2. Motorboats subject to the provisions of this Act shall be 
divided into four classes as follows: 

Class A. Less than sixteen feet in length. 

Class 1. Sixteen feet or over and less than twenty-six feet in length. 

Class 2. Twenty-six feet or over and less than forty feet in length. 

Class 3. Forty feet or over and not more than sixty-five feet in 
length. 

Sec. 3. Every motorboat in all weathers from sunset to sunrise 
shall carry and exhibit the following lights when under way, and 
during such time no other lights which may be mistaken for those 
prescribed shall be exhibited: 

(a) Every motorboat of classes A and 1 shall carry the following 
lights: 

First. A bright white light aft to show all around the horizon. 

Second. A combined lantern in the fore part of the vessel and 
lower than the white light aft, showing green to starboard and red 
to port, so fixed as to throw the light from right ahead to two points 
abaft the beam on their respective sides. 

Every motorboat of classes 2 and 3 shall carry the following 


lights: 
First. A bright white light in the fore part of the vessel as near 
the stem as practicable, so constructed as to show an unbroken light 
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over an are of the horizon of twenty points of the compass, so fixed 
as to throw the light ten points on each side of the vessel; namely, 
from right ahead to two points abaft the beam on either side. 

Second. A bright white light aft to show all around the horizon 
and higher than the white light forward. 

Third. On the starboard side a green light so constructed as to 
show an unbroken light over an are of the horizon of ten points of 
the compass, so fixed as to throw the light from right ahead to two 
points abaft the beam on the starboard side. On the port side a 
red light so constructed as to show an unbroken light over an are of 
the horizon of ten points of the compass, so fixed as to throw the 
light from right ahead to two points abaft the beam on the port 
side. The said side lights shall be fitted with inboard screens of suffi- 
cient height so set as to prevent these lights from being seen across 
the bow. 

(c) Motorboats of classes A and 1 when propelled by sail alone 
shall carry the combined lantern, but not the white light aft, pre- 
scribed by this section. Motorboats of classes 2 and 38, when so pro- 
pelled, shall carry the colored side lights, suitably screened, but not 
the white lights, prescribed by this section. Motorboats of all classes, 
when so propelled, shall carry, ready at hand, a lantern or flashlight 
showing a white light which shall be exhibited in sufficient time to 
avert collision. 

(d) Every white light prescribed by this section shall be of such 
character as to be visible at a distance of at least two miles. Every 
colored light prescribed by this section shall be of such character as 
to be visible at a distance of at least one mile. The word ‘‘visible”’ 
in this Act, when applied to lights, shall mean visible on a dark night 
with clear atmosphere. 

(ec) When propelled by sail and machinery any motorboat shall 
carry the lights required by this section for a motorboat propelled 
by machinery only. 

(f) Any motor boat may carry and exhibit the lights required by 
the Regulations for Preventing Collisions at Sea, 1948, Act of October 
11, 1951 (65 Stat. 406-420), as amended, in lieu of the lights required 
by this section. 

Sec. 4. Every motorboat of class 1, 2, or 3, shall be provided with 
an efficient whistle or other sound-producing mechanical appliance. 

Sec. 5. Every motorboat of class 2 or 3 shall be provided with an 
efficient bell. 

Sec. 6. Every motorboat subject to any of the provisions of this 
Act and also all vessels propelled by mac chinery other than by steam 
more than sixty-five feet in length shall carry at least one life pre- 
server, or life belt, or ring buoy, or other device of the sort prescribed 
by the regulations of the board of supervising inspectors with the 
approval of the Secretary of Commerce, for each person on board, 
so placed as to be readily accessible: Provided, That every such 
motorboat and every such vessel propelled by machinery other than 
by steam more than sixty-five feet in length carrying passengers for 
hire shall carry so placed as to be readily accessible at least one life 
preserver of the sort prescribed by the regulations of the board of 
supervising inspectors with the approval of the Secretary of Commerce, 
for each person on board. 

dys c. 7. No such motorboat, and no other vessel of fifteen gross tons 

r less sen ‘led by machinery other than steam, while carrying pas- 
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sengers for hire, shall be operated or navigated except in charge of a 
person duly licensed for such service by the Secretary of the depart- 
ment in which the Coast Guard is operating. Whenever any person 
applies to be licensed as operator of any motorboat, or of any other 
vessel of fifteen gross tons or less propelled by machinery, carrying 
passengers for hire, the Secretary shall make diligent inquiry as to 
his character, and shall carefully examine the applicant. orally : 
well as the proofs which he presents in support of his claim, and i 
the Secretary is satisfied that his capacity, experience, habits of iia, 
and character are such to warrant the belief that he can safely be 
entrusted with the duties and responsibilities of the station for which 
he makes application, the Secretary shall grant him a license author- 
izing him to discharge such duties on any such motorboat, or on any 
other vessel of fifteen gross tons or less propelle d by machinery, carry- 
ing passengers for hire, for the term of five years. Such license shall 
be subject to suspension or revocation on the same grounds and in 
the same manner with like procedure as is provided in the case of 
suspension or revocation of licenses of officers under the provisions 
of section 4450 of the Revised Statutes, as amended (U.S. C. 1952 
edition, title 46, sec. 239): Provided, rami motorboats and other 
vessels of fifteen gross tons or less propelled by machinery shall not 
be required to carry licensed officers except as required in this Act: 
And pre ovided further, That licenses herein prese ribed shall not be 
required of motorboats or of any other vessels of fifteen gross tons 
r less propelled by machinery engaged in fishing contests previously 
arranged and announced. 

Sec. 8. Every motorboat and also every vessel propelled by ma- 
chinery other than by steam more than sixty-five feet in length 
shall be provided with such number, size, and type of fire extin- 

guishers, capable of promptly and effectually extinguishing burning 
alien, as may be prescribed by the regulations of the “board of 
supervising inspectors, with the approval of the Secretary of Com- 
merce, which fire extinguishers shall be at all times kept in condition 
for immediate and effective use and shall be so placed as to be readily 
accessible. 

Sec. 9. The provisions of sections 4, 5, and 8 of this Act shall not 
apply 1 to motorboats propelled by outboard motors while compe ting 
in any race previously arranged and announced or, if such boats be 
designed and intended solely for racing, while engaged in such navi- 
gation as is incidental to the tuning up of the boats and engines for 
the race. 

SEc. 10. Every motorboat and also every vessel propelled by 
machinery other than by steam more than sixty-five feet in length 
shall have the carburetor or carburetors of every engine therein 
(except outboard motors) using gasoline as fuel, equipped with such 
efficient flame arrestor, backfire trap, or other similar device as may 
be prescribed by the regulations of the board of supervising inspec- 
tors with the approval of the Secretary of Commerce: Provided, 
That this section shall apply only to such motorboats or vessels, the 
construction of which or the re pl cement of the engine or engines of 
which is commenced subse ‘quent to the passage of this Act. 

Sec. 11. Every such motorboat and every such vessel, except open 
boats, using as fuel any liquid of a volatile nature, shall be provided 
with such means as may be prescribed by regulations of the board 
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of supervising inspectors with the approval of the Secretary of Com- 
merce for properly and efficiently ventilating the bilges of the engine 
and fuel tank compartments so as to remove any explosive or in- 
flammable gases: Provided, That this section shall apply only to 
such motorboats or vessels, the construction or decking over of which 
is commenced subsequent to the passage of this Act. 

Src. 12. Motorboats shall not be required to carry on board copies 
of the pilot rules. 

[Sec. 13. No person shall operate any motorboat or any vessel in 
a reckless or negligent manner so as to endanger tbe life, limb, or 
property of any person.] 

Sec. 13. (a) No person shall operate any motorboat or any vessel vn a 
reckless or negligent manner so as to endanger the life, limb, or property 
of any person. To “operate’’ means to navigate or otherwise use a motor- 
boat or @ vessel 

(b) Inthe case of collision, accident, or other casualty involving a motor- 
boat or other vessel subject to this Act, it shall be the duty of the operator, 
if and so far as he can do so without serious danger to his own vessel, 07 
persons aboard, to render such assistance as may be practicable and neces- 
sary to other persons affected by the collision, accident, or casualty in order 
to save them from danger caused by the collision, accident, or casualty. 
He shall also give his name, address, and identification of his vessel to 
any person injured and to the owner of any property damaged. The 
duties imposed by this subsection shall be in addition to any duties other- 
WISE pro vided by law. 

c) In the case of collision, accident, or other casualty involving a 
notcrboat or other vessel subject to this Act, the operator thereof, if the 
collision, aecident, or other casualty results in death or injury to any 
person, or damage to property in excess of $100, shall file with the Secre- 
tary of the Department within which the Coast Guard is operating, uniess 
such operator is required to file an accident report with the State under 
section 3 (e) (6) of the Federal Boating Act of 1958, a full description 
of the collision, accident = ORF other casualty, including such information 
as the Secretary may by regulation require. 

Src. 14. Any person who shall operate any motorboat or any vessel 
in a reckless or negligent manner so as to endanger the life, limb, o1 
property of any person shall be deemed guilty of a misdemeanor and 
on convic — thereof by any court of a tent jurisdiction shall be 
punished by a fine not exceeding $2,000, or by imprisonment for a 
term. of not sain ies one year, or by both such fine and imprison- 
ment, at the discretion of the court. 

Sec. 15. Any officer of the United States authorized to enforce the 
navigation laws of the United States, shall have power and authority 
to swear out process and to arrest and take into custody, with or 
without process, any person who may commit any act or offense pro- 
hibited by section 13, or who may violate any provision of said section: 
Provided, That no person shall be arrested without process for any 
offense not committed in the presence of some one of the aforesaid 
officials: Provided further, That whenever an arrest is made under 
the provisions of this Act, the person so arrested shall be brought 
forthwith before a commissioner, judge, or court of the United States 
for examination of the offense alleged against him, and such com- 
missioner, judge, or court shall proceed in respect thereto as author- 
ized by law in cases of crimes against the United States. 
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Sec. 16. If any motorboat or vessel subject to any of the provisions 
of this Act is operated or navigated in violation of this Act or any regu- 
lation issued thereunder, the owner or operator, either one or both of 
them, shall, in addition to any other penalty prescribed by law [than 
that contained in section 14 of this Act], be liable to a penalty of $100: 
Provided, That in the case of motorboats or vessels subject to the 
provisions of this Act carrying passengers for hire, a penalty of $200 
shall be imposed on the owner or operator, either one or both of them, 
thereof for any violation of section 6, 7, or 8 of this Act or of any 
regulations pertaining thereto. For any penalty incurred under this 
section the motor boat or vessel shall be held liable and may be pro- 
ceeded against by way of libel in the district court of any district in 
which said motor boat or vessel may be found. 

Sec. 17. The board of supervising inspectors with the approval 
of the Secretary of Commerce shall establish all necessary regulations 
required to carry out in the most effective manner all of the provisions 
of this Act, and such regulations when approved by the Secretary of 
Commerce shall have the force of law. The Secretary of Commerce 
or any officer of the Department of Commerce authorized by the 
Secretary of Commerce may, upon application therefor, remit or 
mitigate any fine, penalty, or forfeiture incurred under this Act or any 
regulation thereunder relating to motorboats or vessels, except the 
penalties provided for in section 14 hereunder. The Secretary of 
Commerce shall establish such regulations as may be necessary to 
secure the enforcement of the provisions of this Act by any officer of 
the United States authorized to enforce the navigation laws of the 
United States. 

Sec. 18. The proviso contained in the last paragraph of section 2 
of the Act of May 11, 1918 (40 Stat. 549), shall apply also with like 
force and effect to motorboats as defined in this Act. 

Motorboats as defined in this Act are hereby — from the 
provisions of Revised Statutes 4399, as amended (48 Stat. 125). 

Sec. 19. This Act shall take effect upon its approval as to all of 
the sections hereof except sections 6, 7, and 8, which sections shall 
take effect one year from the date of said approval, and for a period 
of one year from the date of approval of this Act sections 5, 6, and 7 
of the Motorboat Act of June 9, 1910 (Public, Numbered 201, Sixty- 
first Congress ; 36 Stat. 462), shall continue in full force and effect, except 
that from and after the date of the approval of this Act the Secretary 
of Commerce shall have authority to remit or mitigate all fines or 
penalties heretofore or hereafter incurred or imposed under sections 
5 and 6 of the Motorboat Act of June 9, 1910. Except as hereinabove 
expressly provided, the Motorboat Act of June 9, 1910, above referred 
to, is repealed upon the approval of this Act and as to sections 5, 6, 
and 7 of said Act hereinabove continued the said sections are he ‘reby 
repe vies effective one year from the date of ——-* f this Act. 
Nothing in this Act shall be deemed to alter or amend sec sae 4417a 
of the Revised Statutes (U.S. C., 1934 edition, Supp. IV, title 46, 
sec. 391a), the Act of August 26, 1935 (U.S. C., 1934 edition, Supp. IV, 
ch. 7A, sees. 178 and 179), the Act of June 20, 1936 (U.S. C., 1934 
edition, Supp. IV, title 46, sec. 367), or repeal Acts of Congress or 
treaties embodying or revising international rules for preventing 


collisions at sea 
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Src. 20. There are hereby authorized to be appropriated such sums 
as may be necessary to carry out the provisions of this Act. 


(Nore.—The following section 21 is repealed, effective April 1, 1960.) 


[Sec. 21. The provisions of section 210 of title II of the Anti-Smug- 
gling Act, approved August 5, 1935 (49 Stat. 526; U. S. C., 1934 
edition, Supp. IV, title 46, sec. 288), requiring a certificate of award 
of a number to be kept at all times on board of the vessel to which 
the number has been awarded shall not apply to any vessel not 
exceeding seventeen feet in length measured from end to end over the 
deck, excluding sheer, or to any vessel whose design of fittings are 
such that the carrying of the certificate of award of the number on 
such vessel would render such certificate imperfect, illegible, or 
would otherwise tend to destroy its usefulness as a means of ready 
identification. ] 

Sec. 22. (a) This Act shall apply to every motorboat or vessel on the 
navigable waters of the United States, its Territories and the District of 
Columbia, and every motorboat or vessel owned in a State and using the 
high seas. 

(6) As used in this Act 

The term ‘State’ means a State of the United States, a Territory of the 
United States, and the District of Columbia. 


Act or JUNE 7, 1918, As AMENDED (40 Start. 602; 46 U.S. C. 288) 
(Note.—The following act is repealed, effective April 1, 1960) 
{AN ACT 
[To require numbering and recording of undocumented vessels. 


[Be it enacted by the Senate and House of Representatives of the 
lnited States of America in Congress assembled, That every undocu- 
mented vessel, operated in whole or in part by machinery, owned in 
the United States and found on the navigable waters thereof, except 
public vessels, and vessels not exceeding sixteen feet in length meas- 
ured from end to end over the deck excluding sheer, temporarily 
equipped with detachable motors, shall be numbered. Such numbers 
shall be not less in size than three inches and painted or attached to 
each bow of the vessel in such manner and color as to be distinetly 
visible and legible. When a number is awarded to a vessel under the 
provisions of this Act, a certificate of such award shall be issued by 
the collector, the said certificate to be at all times kept on board of 
such vessel and to constitute a document in lieu of enrollment or 
license. 

[Sec. 2. That the said numbers, on application of the owner or 
master, shall be awarded by the collector of customs of the district 
in which the vessel is owned and a record thereof kept in the custom- 
house of the district in which the owner or managing owner resides. 
No numbers not so awarded shall be carried on the bows of such 
vessel. 

[Sec. 3. That notice of destruction or abandonment of such vessels 
or change in their ownership shall be furnished within ten days by 
the owners to the collectors of customs of the districts where such 
numbers were awarded. Such vessel sold into another customs dis- 
trict may be numbered anew in the latter district. 
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[Sxc. 4 na the penalty for violation of any provision of this 
Act shall be $1 , for which the vessel shall be liable and m: Ly be seized 
and proceeded against in the district court of the United States in any 
district in which such vessel may be found. Such penalty on applica- 
tion may be mitigated or remitted by the Secretary of Commerce. 

[Sec. 5. That the Secretary of Commerce shall make such reg- 
ulations as may be necessary to secure proper execution of this Act 
by collectors of customs and other officers of the Government. 

[Sec. 6. That this Act shall take effect six months after its passage. J 
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Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
[To accompany H, R. 12883] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 12883) to provide for certain improvements relating to the 
Capitol Power Plant and its distribution systems, having considered 
the same report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 9, strike out the words ‘‘oil-burning”’ 

Page 2, line 8, strike out the word ‘‘oil’’ 


PURPOSE OF THE BILL 


The purpose of the bill is to effect the necessary changes at the 
Capitol Power Plant and in the plant’s distribution system to provide 
heat and refrigeration for the additional House Office Building now 
under construction, and other improvements now under construction 
or authorized by Congress for construction, such work to be performed 
by the Architect of the Capitol, under the direction of the House 
Office Building Commission, at an estimated cost of $6,500,000. 


AMENDMENT 


Hi. R. 12883 would authorize the installation in the Capitol Power 
Plant, in addition to the present coal-burning boiler equipment, of 
four new oil-burning boilers and the necessary fuel oil storage and 
distribution system. The committee amendments would eliminate 
the specific authorization for installation of oil: burning equipment, 
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which would permit the Architect of the Capitol and the House Office 
Building Commission to select the type of equipment and the fuel to 
be used deemed most efficient and economical for the purposes for 
which such equipment is required and proposed to be operated, with 
consideration given to the initial cost and cost of installation, mainte- 
nance, and operation of the equipment. 


GENERAL STATEMENT 


The bill provides the necessary authority for expanding the steam 
generating and refrigerating facilities at the Capitol Power Plant; and 
to modify expand and improve the steam and chilled water distribu- 
tion systems served by the plant so that all such facilities will be 
adequate at the proper time to supply steam for heating and refrigera- 
tion for air conditioning the additional House Office Building and 
other improvements now under construction or authorized by 
Congress to be constructed in the future. Since the buildings and 
other improvements now under construction or to be constructed 
will in certain locations coincide with the existing steam and chilled 
water distribution systems the bill also prov ra 's for the elimination of 
interferences with the new construction now in progress or contem- 
plated, and for such other changes and neaeasrannate required by the 
enlarged scope of the plant’s future operations. 

The present facilities at the Capitol Power Plant are capable of 
supplying steam for heating and refrigeration for air conditioning the 
Capitol, the 2 Senate Office Buildings, the 2 House Office Build- 
ings, the a Court Building, and the Annex to the Library of 
Congress; and steam for heating the Library of Congress, the Botanic 
Garden, the Legislative Garage, the Government Printing Office, the 
Washington City Post Office, and the Folger Shakespeare Library. 
These services are supplied by 3 steam generators capable of generating 
330,000 pounds of steam per hour, and 4 centrifugal refrigeration 
compressors capable of producing a refrigerating effect of 8,800 tons 
per day. 

The potential steam demand of the buildings now served, at stand- 
ard design conditions of zero degrees Fahrenheit temperature and 15 
miles per hour wind velocity, is 245,000 pounds per hour, which is 
equivalent to a steam output at the plant of 306,000 pounds per hour. 
Under these conditions the 3 steam generators are required to be 
operated at 93 percent of their rated capacity and the accidental loss 
of 1 steam generator would result in serious insufficiency of steam 
for heating and other essential services. 

The potential refrigeration demand of the buildings now served, at 
standard design conditions of 95° F. temperature and 46 percent rela- 
tive humidity, is 7,870 tons, or the equivalent of 8,600 tons of refriger- 
ation produced at the plant. Under these conditions the 4 refrigerat- 
ing machines are required to operate at 98 percent of their rated 
capacity and the accidental loss of 1 machine would result in serious 
insufficiency of : shilled water for air conditioning. 

On or before January 1961, the Capitol Power Plant must be capable 
of supplying additional steam and refrigeration requirements resulting 
from the completion of the additional House Office Building, the modi- 
fications and improvements in the two existing House Office Buildings, 
the cafeteria in the courtyard of the New House Office Buile ling, and 
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the new subways; and the steam requirements resulting from the com- 
pletion of the garage in the courtyard of the Old House ‘Office Building, 
a proposed annex to the Government Printing Office, and a proposed 
connection to the General Services Administration’s ‘building located 
adjacent to the Capitol Power Plant. 

The completion of these buildings and improvements now under 
construction or contemplated for construction in the foreseeable future 
will result in a new potential steam demand of 348,000 pounds of steam 
per hour, which is the equivalent to a steam output of the plant of 
121,000 pounds per hour. With the addition of 200,000 pounds per 
hour steam generating capacity provided for in H. R. 12883, the total 
steam generating capacity of the plant will be 530,000 pounds per 
hour. With the accidental loss of one 110,000 per hour steam genera- 
tor, the plant still will be capable of generating 420,000 pounds of 
steam per hour and all requirements for heating and other necessary 
services will be adequately satisfied under the extreme atmospheric 
conditions encountered in this locality. 

The completion of the buildings will result in a new potential re- 
frigeration demand of 11,925 tons, or the equivalent of 13,125 tons of 
refrigeration produced at the plant. With the addition of 6,000 tons 
of refrigerating capacity provided for in this legislation, the total re- 
frigerating capacity of the plant will be 14,800 tons. With the acci- 
dental loss of one 2,200-ton machine, the plant will still be capable of 
producing 12,600 tons of refrigeration and all requirements for air 
conditioning will be reasonably satisfied. 

The improvements and changes proposed in the bill are so inter- 
related that only the accomplishment of the complete integrated 
program will provide the essential services under the physical condi- 
tions created by the new construction program now in progress. 

The improvements and changes contemplated were recommended 
as a result of intensive surveys and studies made by a consulting 
engineer employed for such purposes by the Architect of the ( ‘apitol, 
at the direction of the House Office Building Commission, and after 
consideration of the engineer’s findings and recommendations by the 
Architect and the Commission. 


DISC USSLON 


Information was presente ‘dd to the committee by the Architect of the 
Capitol relative to the urgency for this legislation, the need for early 
initiation of work on the improvements that would be authorized 
therein, and the type and use of the equipment to be installed. 

At present, there are 3 large, 110,000 sine per hour, coal-burning 
steam generators installed and in use at the Capitol Power Plant. It 
is not. proposed to disturb these, and they will continue to be used to 
ue advantage for supplving the heavy steam load during the heating 

‘ason. The primary purposes of the new steam generators will be 

(1) to provide peak-load steam requirements for relatively short 
periods usually occurring during January and February of each year; 
(2) to provide low-load steam requirements occurring annually during 
the summer season; and (2) to provide standby capacity to be used in 
the event of the accidental less of one of the existiz ig coal-fired steam 
generators. Under these circumstances, the cost of co al pure: hased 
annually for the 3 existing boilers will be far in excess of the cost of 
fuel for the proposed 4 new boilers. 
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To realize a maximum return on the large investment represented 
by the existing coal-fired installations at the Capitol Power Plant, this 
equipment must be used at its maximum capacity for the longest 
possible period of time during each calendar year. Under the proposed 
extension and improvement program it is estimated that this coal-fired 
equipment will be required to furnish about 84 percent of the annual 
steam requirements. 

The committee realizes the many considerations that must be taken 
into account when determining the proper equipment to be installed. 
In addition to the use required of such equipment and its installed 
cost, other considerations include available space for installation 
without expensive structural and architectural changes, space for fuel 
storage, auxiliary facilities required, depreciation, and insurance 
against plant interruptions during periods of shortages of fuel supply. 

The committee is of the opinion that discretion in the selection of 
the type of equipment installed and the type of fuel used should be 
left with the Architect of the Capitol and the House Office Building 
Commission, based on considerations of efficiency and economics, 
and has amended H. R. 12883 by eliminating the specific reference 
to oil-burning equipment. 

The committee believes that this bill should be enacted at the earliest 
possible date in order to avoid delay in the progress of the new con- 
struction program and to insure the readiness of the expanded Capitol 
Power Plant facilities on or before January 1961, when the additional 
House Office Building will be ready for occupany. 

The improvements which would be authorized by H. R. 12883 are 
estimated by the Architect of the Capitol to cost $6,500,000. 


O 
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MAIN 
. _ _READING ROOM 
Mr. Purre.i, from the Committee on Labor and Public Welfare, 


submitted the following 


REPORT 


[To accompany 8, 3727] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 3727) to amend the Public Health Service Act, as amended, 
so as to clarify the functions and responsibilities of the Surgeon Gen- 
eral with respect to international health activities, to encourage and 
facilitate international cooperation in the conquest of disease and 
the promotion of health, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend that 
the bill do pass. 

The amendments are as follows: 

On page 2, line 6, after the word “‘authorized”’, insert the following: 
“subject to policies and procedures approved by the Secretary of 
State’’. 

On page 2, line 11, before the word “‘is’’, insert the following: ‘“‘he or 
the Secretary of Health, Education, and Welfare’ . 

On page 2, line 12, delete the words ‘‘he may be’’. 

On page 2, line 25, after the word “detail” insert the word ‘‘com- 
missioned’’. 

On page 3, line 3, after the word “Service” insert the following: 
“(with or without reimbursement therefor)”’. 

On page 3, line 5, insert a comma after the word “detailed”’. 

On page 3, line 6, strike out the word “‘gifts’’ and insert in lieu thereof 
the following: ‘‘and expend contributions” 

On page 3, line 7, strike out the word “gifts” and insert in lieu thereof 
the word “‘contributions’’, 
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COMMITTEE AMENDMENTS 


The committee has incorporated in the bill as reported a number of 
minor amendments recommended in the reports on the bill submitted 
by interested departments and agencies. For the most part, these 
are simply amendments to clarify or improve the language of the bill 
and require no explanation. Only two of these amendments have 
any substantive significance. 

The first would authorize the President to designate either the 
Secretary of Health, Education, and Welfare or the Surgeon General 
to serve as the national health administrator for the purpose of carry- 
ing out international health commitments of the United States. 
Since the Department of Health, Education, and Welfare includes 
agencies Other than the Public Health Service which have functions 
relating to international health, this amendment would permit the 
designation of the Secretary as the national health administrator when 
such a designation would be more appropriate. 

The second amendment would amend the authority of the Surgeon 
General to detail personnel to international health organizations so as 
to apply only to commissioned personnel of the Service. This 
amendment was proposed by the Budget Bureau in recognition of the 
fact that other legislation recently passed by the Senate (S. 4004) 
provides across-the-board authority for departments and agencies to 
detail civilian officers and e mploye es to such international agencies. 
Since the commissioned corps of the Public Health Service may under 
certain circumstances be converted by Executive order to military 
status, this general authority would not be entirely adequate to cover 
details of commissioned officers of the Service. Thus, the bill, : 
amended, would supplement the general authorization contained = 
S. 4004 with specific authority pertaining to commissioned personnel 
of the Service. 

GENERAL STATEMEN' 


The purpose of this legislation has but a single objective, namely, 
to enable the Surgeon Geners al more effee ‘tively to promote the cause 
of peace through promoting the cause of health throughout the world. 
This is accomplishe ‘d by amending the Public Health Service Act so as 
to clarify the functions and responsibilities of the Surgeon General 
with respect to international health activities and to encourage and 
facilitate international cooperation in the conquest of disease and the 
promotion of health. 

While there is no single agency of the Federal Government which 
has exclusive responsibility for leading the crusade against disease 
and ill health, there can be little doubt that the United States Public 
Health Service will be the principal focus of professional and scientific 
leadership. Its corps of public health specialists and the research 
scientists in the National Institutes of Health must take the initiative 
in this program of international health cooperation. 

While the statutory authority now available to the Surgeon General 
is generally adequate, the committee believes that it would be helpful 
if a clarifying amendment were added to the Public Health Service 
Act. The purpose of this ame aiaae would be to define affirmatively 
in that act the basic role of the Service in international health matters. 
Much of the authority now employed by the Surgeon General is de- 
rived from other statutes, with the result that the actual role of the 
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Service in this field is nowhere clearly defined. For the same reason, 
it is sometimes necessary to enter into cumbersome interdepartmenta] 
arrangements which would be eliminated if the authority of the 
Surgeon General were clearly defined. 

The committee bill confers no major new powers on the Surgeon 
General, nor does it authorize any new appropriations. It does, how- 
ever, provide the Surgeon General with a clearer and more ade quate 
definition of his re sponsibilities and authority with particular attention 
directed to the promotion of international cooperation in the exchange 
of scientific information and assistance in the war against disease. 

The committee bill carries out the recommendations of the President 
in his state of the Union message to the Congress at the beginning of 
this session. 

EXECUTIVE COMMUNICATIONS 


The reports of the Department of Health, Education, and Welfare, 
State, and the Bureau of the Budget are as follows: 


DrparTMENT OF Heautru, Epucarion, AND WELFARE, 
Washington, D. C., July 30, 1958. 
Hon. Lisrer Hun, 
(Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, B.C. 

Dar Mr. CHarrmMan: This letter is in er tape to your request of 
April 30, 1958, for a report on S. 3727, a bill to amend the Public 
Health Service Act, as amended, so as to clarify the functions and 
responsibilities of the Surgeon General with respect to international 
health activities, to encourage and facilitate international cooperation 
in the conquest of disease and the promotion of health, and for other 
purposes. 

The bill would add to the Public Health Service Act a new section 
sec. 508) which would clarify and facilitate the exercise of the fune- 
tions and responsibilities of the Surgeon General with respect to 
international health activities which the Service now performs in part 
under implied authority conferred by the Public Health Service Act 
and in part pursuant to delegation from the Director of the Inter- 
national Cooperation Administration or the Secretary of State. The 
bill would also authorize the Surgeon General to serve, when designated 
by the President, as the national health administrator for the purposes 
of any international commitment of the United States with respect to 
the reporting and control of communicable diseases, or with respect to 
other health objectives. He now acts in that capacity, pursuant to 
Executive Order No. 10399 (17 F. R. 8648), in carrying out the 
cares placed by the international sanitary regulations upon 
the health administrator of any participating country. 

We believe that the enactment of this bill would prove to be of 
substantial assistance to this Department. It would, in particular 
make it possible Lo simplify consider ably some of the administrative 
arrangements necessary for carrying on international cooperative 
health activities. As you know, international efforts in medical 
research, in disease eradication and control, and in the improvement 
of health are receiving increasing attention in most countries. The 
proposed legislation would facilitate effective participation by the 
United States in these efforts. 
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We have, however, the following suggestions for amendment of the 
bill: 

1. We suggest that the Secretary of Health, Education, and 
Welfare, as well as the Surgeon General, be authorized to act in the 
capacity of national health administrator for the purpose of any inter- 
national commitment of the U nited States when so designate .d by the 
President. The Secretary supervises and directs the Public Health 
Service. In addition, however, there are health-related responsibilities 

vested directly in the Secretar y sich certain laws, such as the Federal 
Food, Drug, and Cosmetic Act, title V of the Social Security Act, and 
the V ocational Rehabilitation Act, which he administers through 
operating agencies other than the Public Health Service. ‘The author- 
ity of the President to make designations under the bill should there- 
fore be accordingly broadened, as suggested. 
In addition, we have the following minor technical suggestions: 
hen 3, line 3, after “Service,”’ add “(with or without reimburse- 
ment therefor)” 

Page 3, line 5, add a comma after the word “‘detailed”’ 

Page 3, line 6, strike out the word “‘gifts’’ and insert in lieu thereof 
“and expend contributions” 

Page 3, line 7, delete the word ‘gifts’? and insert in lieu thereof the 
word “contributions.”’ 

We recommend enactment of the bill, modified as above suggested. 

Time has not permitted us to secure advice from the Bureau of the 
Budget as to the relationship of the bill to the program of the President. 

Sincerely yours, 
M. B. Fotsom, Secretary. 


Juty 30, 1958. 
Hon. Lister HI, 
Chairman. Committee on Labor and Public Welfare. 
Unite d States Senate. : 

Dear SENATOR Hitt: The Department appreciates the opportunity 
to comment on 8S. 3727 which would amend the Public Health Service 
Act “‘so as to clarify the functions and responsibilities of the Surgeon 
General with respect to international health activities, to encourage 
and facilitate inte rnationt il cooperation in the conquest of disease and 
the promotion of health, and for other purposes.”’ 

The objective of this bill is fully appreciated and approved by the 
Department. In his state of the Union message the President called 
for worldwide cooperation with a view to the conquest of malaria, 
cancer, and other diseases as a means of waging peace, thus recognizing 
the importance of international health activities. 

As a member of the World Health Organization and of the Pan 
American Sanitary Organization the United States has certain obliga- 
tions to fulfill vis-a-vis other states which are members of these 
organizations, such as reporting the outbreak of smallpox, yellow 
fever, and other epidemic diseases, and taking oe ures to prevent 
the spread of disease, such as the deratting “of s ships found to be 
infested before they leave United States ports. Membership in the 
World Health Organization is authorized by Public Law 643, 80th 
Congress, as amended (22 U.S. C., 290), and in the Pan American 

Sanitary Organization by virtue of the ratification of the Pan American 
Sanitary Code by the President, by and with the advice and consent 
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of the Senate, on April 13, 1925. The Code entered into force on 
June 26, 1925. 

Moreover, through its participation in these two organizations, as 
well as through the bilateral program of technical assistance admin- 
istered by the International Cooperation Administration, and under 
the authority of the above-mentioned Public Law 643 of the Mutual 
Security Act of 1954, Public Law 665, 83d Congress, as amended 
(22 U.S. C. 1753), and of the Public Health Service Act, as amended 
(42 U.S. C. 201), the United States is able to promote and assist in 
improving health conditions throughout the world, thus contributing 
to the economic and social development of underdeveloped countries. 

The Department, therefore, attaches great importance to these 
international health activities of the United States, and has a direct 
interest in their effective conduct. It is the understanding of the 
Department that participation of the Public Health Service in any 
health activities under bilateral arrangements corresponding to those 
which are made by the International Cooperation Administration 
under the Mutual Security Act would be carried out through or in 
agreement with the International Cooperation Administration. 

We are bappy to note that the bill takes account of the responsi- 
bility of the Secretary of State. However, we believe it important 
that the qualifying phrase “subject to policies and procedures ap- 
proved by the Secretary of State’? which appears in section 308 (b) 
should also be inserted in section 308 (a) after the word ‘‘authorized”’ 
in line 6 on page 2 of S. 3727. 

The Department would draw attention to the bill which is now 
pending in the United States Senate, namely, S. 4004, ‘‘to encourage 
and authorize details and transfers of Federal employees for service 
with international organizations.”’ If adopted it would accomplish 
in part what is provided for in section 308 (b) of S. 3727. 

The Department depends upon the United States Public Health 
Service as the c»mpetent Federal agency in health matters. The 
Department would, therefore, welcome the clarification of the functions 
and responsibilities of the Surgeon General in order to enable him to 
contribute most effectively to United States participation in inter- 
national health activities. 

Time does not allow for the clearance of this report with the Bureau 
of the Budget. 

Sincerely yours, 
Wituram B. Macomber, Jr., 
Assistant Secretary 
(For the Secretary of State). 


IEXECUTIVE OFFICé OF THE PRESIDENT, 
BurREAU OF THE BuDGET, 
Washington, D. C., August 4, 1958. 
Hon. Lister Hit, 
Chairman, Committee on Le thor and P ublie Welfare, 
United State SNe nate, WW ashington, DD. eS 

My Dear Mr. CuatrMan: This is in reply to your request of April 
30, 1958, for the views of the Bureau of the Budget on S. 3727, a bill 
clarifying the functions and responsibilities of the Surgeon General 
with respect to international health activities 
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This bill would amend the Public Health Service Act by adding a 
new section authorizing the Surgeon General to (1) assist and en- 
courage international health activities through research, demonstra- 
tions, training, and the exchange of health information, and (2) serve 
as the national health administrator for international purposes when 
designated by the President. To accomplish these objectives the 
Surgeon General is empowered, subject to policies of the Secretary 
of State, to provide services, detail personnel, and accept gifts in 
supporting international health activities. 

At the present time the international activities of the Public Health 
Service are carried out under various statutory authority including 
the Public Health Service Act. It is our understanding that the 
intent of S. 3727 is not to create for the Surgeon General new re- 
sponsibilities in the field of international health nor to vest in the 
Surgeon General functions or responsibilities heretofore located in 
another executive department. Rather, the purpose is to clarify and 
emphasize existing functions and responsibilities. In the face of the 
increasing need for international cooperation to conquer the dread 
diseases afflicting many millions throughout the world we believe such 
an emphasis and clarification would be a valuable asset. 

While we are in favor of the objectives of the bill we would call the 
committee’s attention to the amendments suggested by both the 
Department of Health, Education, and Welfare and the Department 
of State in their views on this bill. We believe these amendments 
would materially improve and strengthen the bill. We would also 
underscore the observation contained in the report of the Department 
of State that in view of S. 4004, ‘‘* * * to encourage and authorize 
details and transfers of Federal employees for service with inter- 
national organizations” the language contained in section 308 (b) 
concerning the detail of personnel by the Surgeon General would be 
unnecessary. We would urge the committee, in considering this bill, 
to delete this reference to personnel detail to avoid any overlap or 
inconsistency with the more comprehensive treatment of the same 
subject in 8. 4004. 

We would have no objection to the enactment of this bill, subject to 
the committee’s consideration of the modifications discussed above. 


Sincerely vours, 
Puituipe S. Huaurs, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule NXIX of the Standing 
, 7 


Rules of the Senate, changes in existing law made by the bill. S. 3727, 
as reported, are shown as follows (existing |: 


iv proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 


law in which no change is proposed is shown In roman 
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Puspitic HeautH Servick Act, As AMENDED 
(Public Law 410, 78th Cong.; 58 Stat. 682) 


TITLE II—ADMINISTRATION 


DETAIL OF PERSONNEL 


Sec. 214 (a) The Administrator is authorized, upon the request 
of the head of an executive department, to detail officers or employees 
of the Service to such department for duty as agreed upon by the 
Administrator and the head of such department in order to cooperate 
in, or conduct work related to, the functions of such department or 
of the Service. When officers or employees are so detailed their 
salaries and allowances may be paid from working funds established 
as provided by law or may be paid by the Service from applicable 
appropriations and reimbursement may be made as agreed upon by 
the Administrator and the head of the executive department con- 
cerned. Officers detailed for duty with the Army, Navy, or Coast 
Guard shall be subject to the laws for the government of the service 
to which detailed. 

(b) Upon the request of any State health authority or, in the case 
of work relating to mental health, any State mental health authority, 
personnel of the Service may be detailed by the Surgeon General for 
the purpose of assisting such State or a political subdivision thereof 
in work related to the functions of the Service. 

(c) The Surgeon General may detail personnel of the Service to 
nonprofit educational, research, or other institutions engaged in 
health activities for special studies of scientific problems and for the 
dissemination of information relating to public health. 

(d) Personnel detailed under subsections (b) and (c) shall be paid 
from applicable appropriations of the Service except that, in aeccord- 
ance with regulations, such personnel may be placed on leave without 
pay and paid by the State, subdivision, or institution to which they 
are detailed. The services of personnel while detailed pursuant to 
this section or under section 308 shall be considered as having been 
performed in the Service for purposes of the computation of basic 
pay, promotion, retirement, compensation for injury or death, and 
the benefits provided by section 212 


* - * * * * * 
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TITLE UI—GENERAL POWERS AND DUTIES OF PUBLIC 
HEALTH SERVICE 


Part A—RESEARCH AND INVESTIGATIONS 


IN GENERAL 


INTERNATIONAL HEALTH ACTIVITIES 


Sec. 308. (a) The Surgeon General in carrying out his functions under 
this or other Acts, or pursuant to arrangements with other Federal agencies 
as provided 1 in section 686, title 31, United States Code, or as otherwise 
prov uded by law, is authorized, subje ct to policie sand procedure S approve d 
by the Secretary of State, to encourage and assist in activities of inter- 
national significance for the promotion of health and the prevention and 
conque st of ¢ disease, including the conduct of ine stigations, research, and 
demonstrations in the field of health, training of health workers, and the 
dissemination and exchange of health information, and he or the Secretary 
of Health, Education, and Welfare is authorized to serve, as designated 
by the President, as the national health administrator for the purposes of 
any international commitment of the United States with respect to the 
reporting and control of communicable diseases or with respect to other 
health objective : 

(b) For the pur pose Ss of th is Né ction the Surge on Ge neradl is authorize d, 
subject to policies and procedures approved by the Secretary of State, to 
provide Services, on a reimbursable basis or otherwise. in support of 
health research, inve stigations, training, demonstrations, and other 
health activities of international health organizations in which the United 
States is an official participant or under the auspices of other international 
public or voluntary nonprofit organizations. The Surgeon General may 
de tail commissioned personnel of the Service to such international organi- 
zations, and personnel so detailed shall be paid from applicable appro- 
priations of the Service (with or without re imbursement there for) or, in 
accordance with regulations, may be placed on leave without pay and paid 
by the organization to which detailed, as provided by agreement. The 
Surgeon Gene ral is a uthorized to acce pt and expe nd contributions, wh ich 
may include contributions in the form of foreign credits, to defray the 
cost of participation of the Service in. ante rnational health projects, the 
cost of making available to scientists and health workers from other 
countries the research and training facilitie Ss of the Service, and the cost 
of details of personnel of the Service to organizations in other countries. 


O 











Calendar No. 2398 


85TH CONGRESS SENATE _RErort 
2d Ses ssion 2345 ) 


RECONVEYING THE LANDS ACQUIRED FOR BURKE 
AIRPORT TO THE FORMER OWNERS 


AcGusr 12, 1958.—Ordered to be printed 


eth ia aed REA! 


Mr. MaGnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
[To accompany H. R. 10045] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 10045) to provide for the sale of all of the 
real property acquired > the Secretary of Commerce for the con- 
struction of the Burke Airport, Virginia, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

SUMMARY OF BILL 


The principal purpose of H. R. 10045 is to “alse & special 
procedure for disposing of federally owned real property at Burke, Va. 
This land was acquired under the act of September 7. 1950 (64 Stat. 
77a), te e used for cons casita a second airport for the W ashington 
area. 4 a result of the recent selection of a site at Chantilly, Va., for 


the airport, the Burke property is no longer needed and has been 
declared surplus LO Federal needs by the General Services 


\dministration, the governmental agency for surplus property sales. 
Section (a) of the bill would require that during the 90 days im- 
mediately following enactment, no Burke property could be disposed 
of except pursuant to section 13 (h) of the Surplus Property Act of 
1944 (50 App. U. S. C. 1622 (h)) or section 203 (k) = = Federal 
Property and Administrative Services Act of 1949 | 10 U. C. 484 (k) 

Section 13 (h) of the Surplus Property Act of 1944 eo for the 
conveyance of surplus property to States and political subdivisions 
for parks or recreational areas at 50 percent of the fair value. 

Section 203 (k) of the Federal Property and Administrative Services 
Act of 1949 intlnisiane the Administrator of General Services, in his 
discretion, to assign to the Secretary of Health, Education, and Wel- 
fare, surplus real property, including buildings, for school, classroom, 
or other educational use, or for use in the protection of public health, 
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including research. It also authorizes the Secretary to sell or lease 
such real property for educational purposes to States and political 
subdivisions and other nonprofit educational institutions, subject to 
a public benefit allowance which could be a high as 100 percent. 

Your committee has been informed that it is the present policy 
of the General Services Administration to allow a priority for section 
13 (h) and section 203 (k) sales. The present measure would require 
such priority to be given as a matter of law in the disposal of the 
Burke property. 

Section (b) of the bill would provide that during the period begin- 
ning 90 days and ending 180 days following enactment, former owners 
of the Burke land (or their surviving spouses or children) shall be 
given the right to repurchase such land at a price determined by GSA 
to represent the current fair market value thereof. 

As reported by the House Committee on Interstate and Foreign 
Commerce, section (b) would have allowed former owners to repur- 
chase at a price equal to the amount originally paid to them by the 
Government at the time the land was condemned. Substitution of 
a “current fair market value’”’ price was made by the House in passing 
the bill. 

Your committee appreciates that valid arguments can be made in 
support of either method of price determination, considering the 
special circumstances of the Burke property acquisition and the sub- 
sequent failure of the Federal Government to utilize this land. We 
believe, however, that in special legislation such as this Congress 
should adhere to the traditional “fair market value’ formula in 
surplus property sales. 

It should be emphasized that the present measure relates only to 
the Burke property and does not amend existing general law governing 
surplus Federal property disposals 


AGENCY COMMENTS 


Reprinted below “Ce reports on H. R. 10045 received by the House 
committee from the General Services Administration, the Department 
of Commerce, the Bureau of the Budget, and the Comptroller General. 
It should be noted that these comments were directed to the provisions 
of the bill as it was originally introduced. a ncy objections to the 
measure have been largely overcome either by the subsequent House 
amendments or as a result of the recent GSA finding that the Burke 
property is surplus to Federal needs. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., April 11, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Fore qn Commerce 
House of Representatives, Washington, D. ( : 


’ 


Dear Mr. CuartrMan: Your letter of March 11, 1958, requested the 
views of the General Services Administration on H. R. 10045, 85th 
Congress, a bill to provide for the sale of all of the real property 
acquired by the Secretary of Commerce for the construction of the 
Burke Airport, Virginia. 





DEPOSI I bs ¥ 
UNITED STATES SPONWERIGAG LANDS ACQUIRED FOR BURKE AIRPORT 3 


The purpose of the bill is to direct the Secretary of Commerce to 
se]l to the general public within 1 year all of the real property acquired 
for the construction of the Burke Airport, Fairfax County, Va., at a 
price determined by him to be equal to its fair market value, subject 
to 


a priority in the State of Virginia for a period of 90 days 
after its enactment to select and purchase 150 acres for use as an 
extension site for the University of Virginia at the price paid by 
the United States for such property reduced by an amount deemed 
appropriate by the Secretary if any improvements have been 
removed or injury done to the property since acquisition by the 
United States; 

2. asimilar priority and price preference to former owners for a 
period of 90 days to repurchase property acquired from them, 
except any property to be sold under 1, above, following the 
expiration, or earlier exercise or rejection of the priority by the 
State of Virginia. 


In October 1951, the Department of Justice at the request of the 
Secretary of Commerce, acquired through condemnation proceedings 
1,031.3 acres of land near Burke, Fairfax County, Va., at a cost of 
$1,006,909 for the construction of the public ee authorized by 
Public Law 762, 81st Congress, approved September 7, 1950 (64 Stat. 
770). The property referred to in the bill, none of igi has been 
improved or used for the purpose for which it was acquired, consists 
of 63 parcels of agricultural and residential land ranging in size from 
one-half acre to 174 acres, interspersed with lands in private owner- 
ship. By stipulation in the condemnation proceedings, the owners 
of 34 parcels of land were allowed to reserve and remove improve- 
ments located thereon. The former owners of 19 of these parcels 
have removed the improvements. The former owners of 15 parcels 
have not removed their improvements as agreed. Improvements on 
21 parcels of land were acquired with the land, and 20 of the parcels 
have been leased by the Department of Commerce. In addition, the 
land underlying 10 sets of improvements reserved by former owners 
has been leased to the former owners or their assignees. 

On January 15, 1958, the President approved a plan for the acquisi- 
tion of a site at Chantilly, Va., for the construction of the public air- 
port authorized by the act cited above and for which funds were 
provided in the Supplemental Appropriations Act of 1958 (Public Law 
85-170) approved August 28, 1957. On January 28, 1958, the 1,031.3 
acres of Government-owned land which are the subject of H. R. 10045 
were res to GSA by the Department of Commerce as excess 


property. On February 5, 1958, other Federal agencies were notified 
of the availability of the excess property for further Federal utilization 
and asked to advise us by April 7 of any requirement therefor. If the 


property cannot be appropriately used to fulfill the requirements of 
l'ederal agencies for real property in this area, it will be surplus to the 
needs of the Federal Government and it is our plan to dispose of it as 
surplus property in accordance with the Federal Property and Admin- 
istrative Services Act of 1949. 

GSA is opposed in principle to the enactment of legislation which 
would preclude the opportunity for further Federal utilization of excess 
property. If enacted without amendment prior to the determination 
that the property at Burke is surplus to the needs of the Federal Gov- 
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ernment, H. R. 10045 would effectively preclude the use of the property 
for the needs of other Federal agencies. 

Section 203 (k) (1) of the Federal Property and Administrative 
Services Act of 1949 authorizes the Administrator of General Services, 
in his discretion, to assign to the Secretary of Health, Education, and 
Welfare, for disposal such surplus real property, including buildings, 
fixtures, and equipment situated thereon, as is recommended by the 
secretary as being’ needed for se thool. classroom, or other educational 
use, or for use in the protection of public health, including research. 
[t also authorizes the Secretary to sell or lease such real property for 
educational purposes to States and their political subdivisions, or 
municipalities and tax-supported educational institutions, and to 
other nonprofit educational institutions which have been held exempt 
from taxation under a 101 (6) of the Internal Revenue Code 


and, in fixing the sale or lease value of the property, to take into con- 
sideration any benefit which has accrued or may accrue to the United 
States from the use of such property by any such State, political sub- 
division, mu inicipality, or canteen. it appears that the objectives 
of section 1 (b) of H. R. 10045 relating to the conveyance of a site to 
the State of Virginia for use as a site for the extension of the University 


of Virginia in northern Virginia can be accomplished under this provi- 
sion of existing law. 

Subsection 23 (d) of the Surplus Property Act of 1944 provided for 
the negotiated sale of certain classes of ent lus real property to former 
owners under a price preference formula pier) in some respects to 
the pricing formula set forth in section 1 (c) H. R. 10045. This 
act was repealed by the Federal antes and Emiiiieates Services 
Act of 1949, but all priorities and preferences provided for in the act 
with re spect to the disposal ol surplus real property under the act were 
continued in effect until December 31, 1949. The Federal Property 
and Administrative Services Act of 1949, as amended, does not afford 
former owners either a priority or a price preference in reacquiring 
surplus real properties, and GSA has consistently opposed legislation 
which has for its purpose the restoration of priorities and price prefer- 
ences of the 1944 act or the institution of similar priorities and prefer- 
ences in connection with the disposal of surplus real property. We 
believe that surplus real property available for sale to the public 
should be sold at not less than its current appraised fair market value. 
Experience gained by GSA in the sale of surplus real property at 
public auction has demonstrated that such sales provide a suitable 
method of assuring all persons interested in purchasing the property, 
including former owners, an opportunity to bid for it in open compe- 
tition and, at the same time, secures for the Government the benefits 
which normally flow from competitive bidding for property. 

Negotiated sales of surplus property may be made pursuant to 
section 203 (e) of the 1949 act as extended by Public Law 971, 84th 
Congress. until July 31, 1958. However, the essential purpose of 
this legislation is to permit negotiated sales at current fair market 
value in circumstances which would beg xr it inequitable or contrary 
to the public interest if prospective bidders were required to bid 
competitively for surplus ee Negotiated sales under this 
authority are made principally to public bodies, many of which are 
not empowered to bid competitively for surplus property. However, 
in furtherance of this prince iple , we believe that we would be warrs anted 

















RECONVEYING LANDS AICQUIRED FOR BURKE AIRPORT 5 


in negotiating the sale of land at Burke underlying improvements 
reserved by former owners which have not been removed. In that 
event, the sales price will be arrived at by an appraisal of the current 
fair market value of the land to which would be added an amount 
equal to that portion of the purchase price paid by the United States 
for the property attributable to the value of improvements now 
located thereon minus the price paid by the Government’s grantors 
for the right to retain and remove these improvements from the 
premises. 

For the reasons outlined above, GSA is opposed to the enactment 
of H. R. 10045. 

The fiscal effect of the enactment of H. R. 10045 cannot be readily 
ascertained. 
i. The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 


‘THE SECRETARY OF COMMERCE, 
Washington, Ee: GC. April 1, 1958. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Represe ntatives. Washingt Eee. 


Dear Mr. CuarrmMan: This is in reply to your letter of January 20, 

958, requesting the views of this Department on H. R. 10045, a bill 

to provide for the sale of all the real property acquired by the Secretary 
of Commerce for the construction of Burke Airport, Virginia. 

This proposal would authorize the Secretary of Commerce to sell all 
of the real property acquired for the construction of the Burke Airport, 
Vir rinia. 

The Department of Commerce is opposed to the enactment of 
subject proposal. 

The Department of Commerce is of the ier yo that the subject 
proposal is in conflict with the declaration of policy contained in 
section 2, Federal Property and Administrative Services Act of 1949, 
which set up the General Services Administration as the disposal 
agency for surplus Government property. Such agency has estab- 
lished governmentwide procedures for the orderly disposal of Govern- 
ment surplus and is adequately equipped to handle the disposal of the 
Burke property as a part of its normal functions. In addition, it has 
specialized sales talent, techniques, and facilities which are not available 
in other Government agencies. It is recommended, therefore, that 
the disposal of the real property be carried out by the General Services 
Administration. 

This Department is processing a declaration of excess property, the 
effect of which will be to transfer from the Civil Aeronautics Adminis- 
tration to the General Services Administration the responsibility for 
the disposal of these properties. Passage of this proposal, therefore, 
would negate this transfer and, in the opinion of this Department, 
seriously confuse and delay the disposal process. Additionally, this 
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proposal is objected to on the ground that its language appears to 
exclude the utilization of this property for any Federal purpose. 
The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 
Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 31, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreiqn Commerce, 
House of Representatives, New House Office Building, 
VW ‘ashington, D.C. 


My Dear Mr. Cuatrrman: This is in reply to your letter of January 
20, 1958, requesting the views of this office with respect to H. R. 
10045, a bill to provide for the s - of all of the real property acquired 
by the Secretary of Commerce for the construction of the Burke 
Airport, Virginia. 

The Secretary of Commerce, in the report he is making to your 
committee on this bill, is recommending against its enactment for the 
reasons set out therein. 

This office concurs with the views contained in this report and 
recommends that this measure not be enacted. 

Sincerely yours, 
Puituipe S. HuGHeEs, 
Acting Assistant Director for Legislative Refer nee. 


CoMPTROLLER GENERAL OF THE UNITED‘STATES, 
Washington, D. C., January 31, 1958 
B-83077. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Fore q? Commerce, 
House of Re pre S¢ ntative 8. 

Drar Mr. Cuatrman: Further reference is made to your letter of 
January 20, 1958, requesting any comments we may care to make 
concerning H. R. 10045. 

The bill would authorize the disposal of all of the real property 
acquired by the Secretary of Commerce for the construction of the 
Burke Airport, Virginia, The State of Virginia would be granted a 
priority right to choose a tract of not to exceed 150 acres to be used 
as a site for the extension of the University of Virginia. Thereafter, 
former owners from whom the United States acquired the land would 
be given the right to repurchase the land. 

Inasmuch as we have no firsthand knowledge as to the necessity or 
desirability ef the proposed legislation we are not in a position to 
make a recommendation regarding the merits of the bill. We suggest, 
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however, that if favorable consideration is given the bill, provision be 
made to authorize disposal of the property by the Administrator of 
General Services in the manner provided by the Federal Property and 
Administrative Services Act of 1949, in the event that the State of 
Virginia or the former owners do not exercise their right to purchase 
the land. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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85TH CONGRESS SENATE REPORT 
2d Nession No. 2346 


COAL RESEARCH AND DEVELOPMENT ACg 
AvuGust 12, 1958.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany S. 4248} 


The Senate Committee on Interior and Insular Affairs, to whom was 
referred the bill, S. 4248, to encourage and stimulate the production 
and conservation of coal in the United States through research and 


development by creating a Coal Research and Development Com- 
mission, and for other purposes, having considered the same, report 
favorably thereon with amendment and recommend that the bill as 
amended do pass. 


THE AMENDMENT 


The amendment is as follows: 
On page 10, after line 13, add a new subsection reading: 


(c) Such sums as may be appropriated to carry out this 
Act shall, unless otherwise provided in the appropriation 
Act, remain available until expended. 


PURPOSE OF THE AMENDMENT 


In order to conduct the contemplated special research and develop- 
ment projects effectively and economically and in order to obtain 
and retain highly qualified research personnel, it is imperative that 
appropriated funds be made available on a continuing basis from 
vear to vear. 

BACKGROUND OF THE LEGISLATION 


S. 4248 is identical, with the exception of the amendment adopted, 
to H. R. 9460 which has been reported out by the House Interior and 
Insular Affairs Committee. 
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H. R. 9460 was drafted on the basis of exhaustive hearings held in 
1957 by a Special Subcommittee on Coal Research of the House 
Interior and Insular Affairs Committee, during which the need for such 
an independent commission was clearly demonstrated. In this con- 
nection the House committee reported as follows: 


NEED FOR THE LEGISLATION 


Very little of the coal research conducted by the United 
States Bureau of Mines has been directed toward assisting 
the coal-mining industry with its immediate or short-range 
problems. The Bureau’s work on coal is largely concentrated 
in the area of long-range applied research. 

It may be noted from table 27, page 65, of the committee’s 
report on the findings and recommendations of the Special 
Subcommittee on Coal Research (H. Rept. No. 1263), 
dated August 27, 1957, that approximately two-thirds of the 
coal research conducted by the Bureau of Mines has been 
and continues to be on long-range studies involving synthetic 
liquid and gaseous fuels. Much of the remaining one-third 
of the Bureau’s coal-research activities also involves long- 
range studies. The committee notes from House Report No. 
1263 that the investments in plant facilities and working 
capital required for the economic production of synthetic liq- 
uid and gaseous fuels will be so enormous that it is extremely 
unlikely that any independent coal-mining company in exist- 
ence today would be financially able to undertake such a 
venture. Only a few of the largest producers may be able 
to participate as minor participants in such future under- 
takings. For this reason, it appears, that little if any of 
the Bureau’s work on synthetic liquid and gaseous fuels will 
benefit the coal-mining industry at large. 

As a matter of policy, the Bureau of Mines purposely avoids 
conducting coal research and development projects which 
may have a good probability of achieving monetary returns 
for the coal industry. In a statement submitted to the 
Special Subcommittee on Coal Research on March 26, 1957, 
the Bureau of Mines pointed out in regard to its activity in 
the field of process development that 

“Bureau activity in this field is selected so as to avoid 
competition with private companies. The work of the 
Bureau is generally restricted to those areas where the poten- 
tial market is not sufficiently large to attract private enter- 
prise. Many Bureau projects are long-range studies of 
processes of national significance that may be uneconomic at 
present but possess interesting future possibilities. When 
the results of the Bureau’s work are favorable enough to 
interest private groups, the Bureau withdraws from the field 
of activity.” 

The Bureau’s indifference toward the research and develop- 
ment assistance needed by the coal-mining industry and the 
economic ills of the industry, which have been brought about 
in large part by the lack of adequate research and develop- 
ment, is evident from the following paragraph in the Bureau’s 
statement to the subcommittee: 
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“Without regard to the difficulty of financing an expanded 
research program, it is believed by the Bureau that research 
and development programs should be expanded through 
projects carried out individually and separately by the 
Federal Government and in like manner by private interests 
using independent sources of funds. This approach has 
proved desirable as it gives private industry the opportunity 
to develop comme cial applications and leaves to Govern- 
ment the field of conservation, basic science, health and 
safety, and the encouragement of an economically sound 
mineral and fuel industry.’ 

As the Subcommittee on Coal Research observed, the ap- 
proach set forth in the foregoing statement has not led to an 
economically sound coal industry. In general, such an ap- 
proach favors the interests of a few large companies finan- 
cially able to develop commercial applications and places the 
remainder of the coal-mining industry, which is unable 
undertake such projects, at a competitive disadvantage. 

A strong, healthy coal-mining industry is acknowledged 
to be highly essential to the economic welfare and security of 


the United States. The Nation’s coal industry is not strong 
and healthy. Instead, our coal industry at large has long 


been economically ill and highly vulnerable to economic 


recessions, competitive fuels, and imports of residual oil. It 
is due to the Bureau of Mines’ “do nothing” attitude toward 
research and development activities which would improve 
and strengthen an impoverished industry that the coal-min- 
Ing industr at large has found it necessary to advocate and 
irge that an expanded coal research and development pro- 
eram designed to meet its needs be —— by a new 
agency of the Federal Government separate and apart from 
the Bureau of Mines and the Department of the Interior. 
H. R. 9460, which has the approval of the coal industry, is 
designed to meet this need. 

The committee notes that in 1955 there were approximately 
1,000 bituminous and lignite coal producers operating 7,856 
mines in 26 States and Alaska, and there were some 800 pro- 
ducers of anthracite in Pennsylvania with an undetermined 
number of operations. At least 98 percent of these producers 
are small and medium-sized operators. 

The committee also observes that within the coal-mining 
industry only the largest captive and independent producers 
have the means to conduct coal utilization research on an 
effective scale. Since much of the research work carried on 
by such companies is for the purpose of gaining competitive 
advantages, the technical knowledge and benefits gained from 
such research activities ordinarily do not become available 
to others. 

The financial condition of the coal-mining industry at large 
and its inability to finance and conduct effective research may 
be determined from table 12, page 34, of House Report No. 
1263. From 1925 to 1953, inclusive, the bituminous coal- 
mining industry experienced a net loss in 18 of the 27 vears for 
which data are available. In 1953, 1,572 corporations which 
produced an estimated 350 million tons of bituminous coal 
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earned an average profit after Federal taxes of a little under 
334 cents per ton or a total of $12,750,000. Asa matter of fact, 
940 of these corporations reported no net increase and 
showed a deficit of $31,192,000. The profit and loss position 
of the several thousand unincorporated producers is not 
compiled by the United States Bureau of Internal Revenue 
However, it seems reasonable to assume that the earnings 
record of such producers has been as bad or worse than that of 
the incorporated companies. 

The committee finds that the conclusions reached Ly tie 
Special eee on Coal Research, as set forth in 
House | Report No. 1263, go to the heart of the problem The 
subcomunittee cone we d that 


“I 


‘The coal resources of the United wles represent a Vast 
storehouse of mineral wealth that has barely been tapped 
These resources should serve the Nation well for several! 
centuries to come. 

‘The coal-mining industry, upon which the Nation 1s 
dependent for the extraction of this mineral weelth, has beer 
impoverished and weakened by circumstances largely beyond 
its control. The coal industry, mine labor, and mining com 
munities have not recovered from the impact caused by the 
displacement of coal by oil and gas im several mayor fuel 
markets. Although the consumption of coal by the electric 
utility uidustry has partially offset the loss of large coal 
consuming markets, economic ills continue to plague the 
coal-mining industry, widespread unemployment continues 
among coal miners, and economic dislocations experienced 
by many coal mining communities and areas have not been 
alleviated 

‘The outlook for the existing coal industry as a whol 
while appearing brighter, is clouded by uncertainties. Fore- 
‘asters predict a considerable increase in the demand for 
electric energy which, in turn, would result in the CcOnSUM)p- 
tion of much larger amounts of coal by the electric utility 
industry. On the other hand, the Atomic Energy Com- 
mission is spending hundreds of millions of dollars on a large 
nuclear reactor program for the avowed purpose of develop- 
ing commercial reactors which will produce electricity more 
cheaply than coal-fired steam generating plants 

‘The present and projected tastes of coal mining opera- 
tions owned and operated by large consumers of coal such as 
iron and steel and electric utility companies and by a number 
of the Nation’s largest independent coal producers, plus the 
trend of consolidations and mergers among the larger coal 
companies, together with the continuing displacement of coal 
by oil and gas in certain markets, can be expected to have 
an adverse effect on much of the remainder of the coal mining 
industry and to spell disaster for many coal producers ove 
the short-term future unless new uses for coal are developed 
and/or means are found to regain a substantial portion of 
former markets lost to oil and gas—provided such new uses 
are of such a nature as would permit the average-size coal 
producer to participate as a supplier. 
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“The research opportunities for developing new and more 
effective uses for coal and for improving the competitive 
position of coal in existing markets are virtually unlimited. 
Excellent possibilities exist for such accomplishments and for 
converting a weak and highly vulnerable coal industry into 
one that is strong and prosperous through a dynamic and 
ereatly expanded short-range program of coal research and 
develop rent 

“The amount of coal research conducted in the United 
States has been wholly inadequate to meet the needs of the 
oal mining industry and is very small in comparison to the 

mount undertaken by certain other large industries 
mounting to about 17 million in 1955 as against the $146 


illion spent on research by the petroleum industry in 
953 and the $361 million spent by the chemical industry in 
hy ame vear { nfortunately, the coal MmMiuwine industry is 


Ot im w@ position to undertake i coal research program ot the 


monitude requy ed to meet its short-range needs and the 


Bureau of Mines, as a matter of policy, does not concentrate 
= coal researe activities on efforts to solve the short-range 
problems of the industry. Most of the Bureau’s work on 
oal, whiel ow amounts to about $5 million annually, is in 
the area of long-range research and is of such a nature that it 
ppears unlikely the average coal producer will be benefited 
\ eLcht tately financed coal research and de velopme it 
rogram [ so organized and directed as to concentrate 
tensive research efforts on promising short-range possibill 
es for developing new and more effective uses for coal, for 
improving and expanding present uses, and for reducing the 


] 


cost of coal production and distribution, could be expected 


to produce s ibstantial results hi rhily ben ficial to the coal 

nine’ maustry, to consumers Of coal to coal-min workers 
O distressed coal Mle communities, and to the eeneral 
iblie rhe economy and Security of the United States 
vould He ¢ hanced Therefore, il would be 11) the national 


nterest for the Federal Government to undertake the 
nancing and management of such a program without delay 
“A short-range, federally supported coal research and 
evelopmen program such as that referred to in the 


pre- 
ceeding paragraph, if it is to be conducted expeditiously and 
effectively and achieve the maximum end results, should 
itilize the research facilities and personnel of industry 
issociations, universities, and other nonprom organizations, 
of private consulting firms, and of the Department of the 
Interior and other Federal agencies, to the extent it 1s 
ractical to do so, and should be administered by an inde- 
pendent Federal agency which must not be shackled and 
nhibited by such traditional approaches and_ restrictive 
policies as control the research activities of the Department 


ot the lt teriol 
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AGENCY REPORT 


In commenting on H. R. 9460, the Department of the Interior 
endorsed the objectives of that bill but stated opposition to the estab- 
lishment of an independent Coal Research and Development Com- 
mission, and suggested in lieu thereof that the Secretary be authorized 
to establish ‘an Office of Coal Research” within the Department to 
conduct an expanded research program 

With respect to the Department’s attitude, the House Interior and 


) 


Insular Affairs Committee, in reporting out H. R. 9460, commented 


The committee can well understand the Departme nts 
desire to retain control over all coal reseal ch which Day by 
conducted bv the Federal Government. However, Sul 


desires of thi Departme nt must be weighed against its record 





The committee notes that the Department has always S hae 

the autl ority to conduct ft type of research ana a velop | 
ment projects most heeded to unprove the eondition Oo} 
depressed indust However, the Department’s negative ! 
approach to the probiem and its firm policies to avoid am 
concentration of its research activities toward such end is 
pointed out elsewhere in this report and in House Report | 

2635, has prevauled for Many vears Therefore, iti appal I 

the D part ents recomme! datior that the secretary | 
be a rize ( il fice of Coal Researe Wit 
De ‘pal Un I S no al au St lf-defense proposa | 
yhieh the |) | mel iS Tel ob] ec to offi ras a counte 
to H. R ) simil islation. In all probability 
an Office of Coal Researcl the Department of the Interio: } 
would he staffec id wb araely influenced by Bureau ot 
Mi nes’ coal resed! pers hel lone accustomed LO i no 
strong adherents of, the traditional approaches and restri 
tive pol which have controlled the research activities of 

» De ay? lent to tl present time \loreover, It appears 
that the resea hand levelopm¢ ut projects contem- | 
plated under IL K 9460 and desperatel\ needed by the coal 
mining industry would receive only seco dary consideratio! 
by s uch ( the S, ‘| ne us 1al esearch activities ol the Burea ] 
ol Mineo would cont re to be ol primary interest and cor 
cern to the Department and to its Office of Coal Researe} 

The commitice observes that the Department of the h i 
terior has shown no real concer for, hor has it made any | 
effort to obtan ~ 2 C ptt e of Coal Researel as propos al 11) its 
eport on H. R. 9460 and related bills This fact alone is 
clarine evidenc: ott ( Departm it’s indiffere ee to the prob 
lems of the coal-mining industry and its acute need for sub 
stantial research ane evelopment assistance 

A dynamic: coal research and development program con- 
due Ue d by me with vision, enthusiasm, a positive er 
LO a ekblen ms at hat dd. and a singieness of purpose, Uli 
euicrad by agency tradition and unnecessary redtape, is 
essential if the research potentials which exist for expanding | 


} 
¢ 


the use of coal and materially improving the economic pos! 


tion of the coal-miming industry at large are to be converted 
into realities in the near future. With all due respect to the 
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Department of the Interior and its accomplishments in 
certain areas of coal research, the committee, as well as the 
coal-mining industry, is convinced that such an undertaking 
would not be effective if administered by the Department of 
the Interior. An independent Coal Research and Develop- 
ment Commission established for the sole purpose of develop- 
ing and conducting such a program, as proposed in H. R. 
9460, offers the only effective means of attaining the desired 
objectives. 


| 
| 


The agency report, which advises that the Bureau of the Budget 
has no objection to the submission of the report, is as follows: 
DePARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington,  G.. April 14, 1958, 





Hon. Chair ENGuI 


} Chairman, Committee on Interior and Insular Affairs, 

TTouse of Ri pre Sé7 tatine S, Wash ingtor : 2D. Cc. 

i Drar Mr. Enauer: This responds to your requests for the views of 
this Department on H. R. 9478 and H. R. 9662, bills to encourage and 
stimulate the production and conservation of coal in the United 


States through research and development by creating a Coal Research 
and Development Commission, and for other purposes, and H. R. 
9527, a bill to create a National Coal Research and Development ('om- 
MISSION There are also pending before your committee H. R. 9460, 


H. R. 9524, H. R. 9572, and H. R. 9593, bills identical to H. R. 9478 
and HH. R. 9662, and H. R. 9526, a bill identical to H. R. 9527. 

This Department endorses the objectives of this proposed legislation 
for encouraging and stimulating the production and conservation of 
coal in the United States through research and development. How- 
ever, the methods by which these meritorious objectives are sought to 
be accomplished can, we think, be accomplished more effectively 
through a greater utilization of existing Government organizations. 
Such agencies provide for a more appropriate degree of control by the 
(‘ongress and the Executive over expenditure of Federal funds than 
Is contemplated by the proposed legislation. Furthermore, it is 
doubtful whether an independent commission would be effective if 
divorced from the major executive department having the basic 
authority for research in this field. For these reasons, we are opposed 

| to the creation of an independent commission as proposed by these 
hills 

In addition to the stated basic purpose of these bills, the successful 
conclusion of research programs will undoubtedly result in improving 
the economic position of the coal industry. This Department is in 
accord with the proposition of assisting the coal industry through re- 
search, and through its Bureau of Mines does conduct substantial 
research on safety, production, utilization, and conservation of coal. 
The Geological Survey is presently in the final stages of preparing a 

| detailed estimate of the coal reserves of the United States. Never- 


theless, it is a fact that the Department’s substantial efforts are 
largely being concentrated on long-range basic research problems of 
national interest that have a direct bearing on conservation of our 
coal resources and on promoting health and safety, basic science, and 
i dissemination of basic information and statistics which aid the coal 
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industry. On the other hand, industry has concentrated its efforts 
in the main on short-range projects, such as the development of 
patented processes, machines, and projects that have a more imme- 
diate commercial potential. 

Many projects, not presently under investigation, have been pro- 
posed for expansion of coal-research activities both by Government 
and non-Government groups. There is no question but that much 
remains to be done on the shorter range tvpe of coal research, and 
there is need for further de velopment of new methods and equipment. 

To accomplish this additional ee range type - coal research 
and expand the longer range type of basic research it is evident that 
additional Federal funds must be made veaiable. This, in turn, 
implies a measure of strong Federal supervision of expenditures of 
sue th funds. It should be noted that with the exce ption of the author- 
ity to make research contracts, the Bureau of Mines already has 
authority for performing all of the duties outlined in section 4 (a) (1 


through section 4 (a) (4), together with the funetions outlined in 
section 4 (b), of H. R. 9460, H. R. 9478, H. R. 9524, H. R. 9572, 
H. R. 9598, and H. R. 9662, and section 2 (a | through section 
2 (a) (3) of H. R. 9526 and H. R. 9527 

Advisory committees to coordinate and develop project would be 
a most useful aid, we think, to stimulate and encourage research in 
coal. Such body ,or bod 5, could pro\ ce lose r coordination betwee n 
industry and Government programs and avoid duplication as well as 
neover defi it areas of 1 lee lec resear h 

[It is the view of this Di partment that the purposes of these bills 
could more 1 adily, efficic ntl al vb CCOnOTTI rath he accomplished b\ a 
ombination of broad Ne ne 2 ithorities of the Department 
of the Interior, authorizing ha’ Secretary of the Interior to establish 
an advisor\ ae or bodie ae coal researc a ( authorizing adci- 
tional funds for such new sein ts as ms he recommended by the 
advisory croup, or groups, to the Seeretarv and approved by the 


’ “ ry J r } 
Congress. The Department of the Interior in general is the respon- 
c \ . é Fe 1] : . Dae 4 . 
sible Government agency for all mineral-research 
}° 7 l } l | j ] 
Accordingly. we recommend that the bills be amended to provide 


for: 


1. Authorization to the Secretary of the Interior to establish 
within the Department of the Interiol an Office of Coal Research 
This Office would be directly responsible to the Secretary for 

a) Planning a comprehensive coal research program; 
bh Promoting the coorcdinatior O} all p vale and voOVvern 


mental research projects; 
c) Developing, in conjunction with the advisory committees, 


specific projects which would be recommender directly to the 
Secretary of the Interior: and 

d) Negotiating and being responsible for the successful 
clusion of contracts (as recommended in 2, below) made by the 


Secretary with trade associations, educational institutions, and 


appropriate responsible State agencies 
2. Authorization to the Secretary of the Interior to contract for 
approved research projects with trade associations, educational 
institutions, and appropriate responsible State agencies Such con- 
tracts may provide for joint financial participation by the trade 
association, educational institution, or State agency at the discretion 
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of the Secretary and upon the recommendation of the Office of Coal 
Research. Such contracts should provide that new patents or proc- 
esses developed as a result of any such research project would be 
available to the public. 

3. Periodic reporting by the Office of Coal Research through the 
Secretary of the Interior to the Congress on the progress of projects, 
together with a statement of expenditures on each such project. 

4. Authorization for the Secretary to establish an advisory group 
or groups on coal research which would make recommendations to 
and work with the Office of Coal Research in its development of plans 
and projects. Such advisory committee or committees would be 
composed of persons drawn from management, labor, and coal- 
consuming industries. Appointments to such advisory committees 
and iamcnananiie for services would be made by the Secretary of 

Interior in accordance with the provisions of section 5 (c) and (f) 

H. R. 9460, H. R. 9478, H. R. 9524, H. R. 9572, H. R. 95938, and 
H. R. 9662. The remaining subsections of section 5 are unnecessary 
and would be unduly restrictive. We call your attention to H. R. 7390, 
a general bill concerning advisory committees. It would be unfor- 
tunate, in our opinion, to involve the bills pending before your com- 
mittee in the considerable controversy over H. R. 7390. We par- 
ticularly call to vour attention the fact that this Department, the 
Department of Justice, and other executive agencies have recom- 
mended against the enactment of H. R. 7390. 

5. A method whereby the Secretary of the Interior would be 
authorized to make Federal funds available for research projects 
and programs in a stated amount each fiseal year to be used solely 
for the spec ial coal-research ae tivity provide c for herein and without 
reference to funds supp lied to the Bureau of Mines and the Geological 
Survey for the conduct of their respective coal-research activities. 
The Secretary, on an annual basis, should be required to account to 
the Congress for expenditures from such fund which would be made 
Vailable until expended, and such money should be available for 
contracting at such time as recommended projects are approved. In 
those instances where the Bureau of Mines or some other Federal 
agency has existing facilities to aeons an approved project and 
ean do SO nl the same or lesser Cost to the Government, the Secretary 
should be authorized to direct the Bureau or other Federal ageney to 
execute the project with funds provided from the special coal-research 

uwpproprh ition 

6. It is recommended that authorization be made for annual 
appropriations beginning with fiscal vear 1959 Such funds as may 
be necessary should be made available for administrative costs and 


‘ 


such contracts as may be approved within the vear. It would be 
most desirable if all moneys appropriated for ean coal- — 
activities would be made available on a continuing basis from year to 
vear, inasmuch as orderly conduct of research activities can mere 
efficiently and economically be conducted on this basis. 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely vours, 
FreD A. SEATON, 
Secretary of the Interior. 
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NONCOMPETITIVI 


The legislation provides that the Commission “shall not conduet 
any research under authority of this act which duplicates research 
being conducted by any other department, agency, or independent 
establishment of the Federal Government or of a State government.” 

The bill also provides that the Commission shall not itself conduct 
research projects except when it is ‘unable on reasonable terms and 
conditions to contract or otherwise provide for such research to be 
conducted by any other qualified or; ayrieeipeesol and that ‘No appro- 
priation shall be made to carry out the purpose of this act for any 
research project to be conducted ce the Commission itself, if such 
research project has not been approved by resolutions adopted Iyy 
the Committees on Interior and Insulai Affairs of the Senate and 
House of Representatives, 1 respec tively.’ 

The bill further provides that “all information, uses, products, 
processes, patents, and other developments, resulting from such re- 
search” (all ac tivities of the Commission) ‘‘shall be available to the 
public generally 


PPROPRIATION AUTHORIZATION 


Section 8 (a) of S. 4248 authorizes the appropriation of not more 
than $2 million to be used to carry out the purposes of the act for the 
first fiscal year beginning July 1, 1958 

Subsection 8 (b) authorizes the appropriation of such sums as may 
be necessary to carry out the purposes of the act for each fiscal vear 
after June 30, 1959. 

Subsection 8 (c) provides that appropriated funds be available on a 
continuing basis from vear to vear. 


O 
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ESTABLISHING A TEACHING HOSPITAL FOR 
HOWARD UNIVERSITY 


Avausr 12, 1958.—Ordered to be printed 


Mr. Morse, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT co 


[To accompany S. 3626] 


. MAIN 

The Committee on Labor and Public Welfare, to whom was FOR G POOM 
the bill (S. 3626) having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

This bill would (1) transfer Freedmen’s Hospital to Howard Uni- 
versity, (2) authorize the appropriation of funds for the construction 
of a 500-bed teaching hospital at Howard University, and (3) authorize 
the appropriation of funds for the partial support of the new hospital. 
The bill contains procedures (sec. 6) designed to make the hospital 
progressively more self-supporting. 


BACKGROUND 


Kreedmen’s Hospital was created by the Federal Government in 
1866 to provide care for Negroes who came to Washington in large 
numbers during and immediately after the War Between the States. 
It consists of a main building built in 1908 and a 150-bed tuberculosis 
annex built in 1940. The hospital is located on land belonging to 
Howard University and is used as a teaching hospital. Freedmen’s 
is federally owned and operated and it is administered under the 
direction of the United States Public Health Service of the Depart- 
ment of Health, Education, and Welfare. Its personnel are Federal 
civil-service employees. It is the only general community hospital 
operated by the Federal Government and has been continued from 
vear to vear by annual appropriations without substantive legislation 
to define its role. The Federal appropriation for Freedmen’s Hospital 
for fiseal 1958 was $3 million. <A total of $2,975,000 has been 
authorized for fiscal 1959. 

Howard University is a private, coeducational institution, operating 
under a Federal charter granted in 1867 (14 Stat. 488). Its medical 
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school was established in 1868. Pursuant to legislation enacted in 
1928 (45 Stat. 1021), Howard University receives an annual subsidy 
from the Federal Government which is administered through the 
Department of Health, Education, and Welfare. 

The Federal appropriation for Howard University for fiscal year 
~ was $3,800,000 and the appropriation for the current fiscal vear 

$3,953,700. The supplement appropriation bill now before the 
ect would grant Howard University an additional $182,500 for 
fiscal 1958 and an additional $396,600 for fiscal 1959. 

Federal assistance has been provided in recognition of Howard Uni- 
versity’s importace in meeting the Nation’s educational needs. ‘This- 
has been particularly true of medical education. Nearly one-half of 
the Negro students enrolled in the medical schools of the United 
States are being trained at Howard. 

Howard University also has become important internationally with 
many distinguished foreign visitors and the second highest percentage 
of foreign students at any American University. In 1957 nearly 
500 foreign students attended Howard University from 43 countries 
in Asia, Africa, Europe, and North, Central, and South America. 

Testimony urged that the medic z education 8% am at Howard 
University would be strengthened immeasurably by having both the 
hospital and the related medical school under the management of the 
university. Testimony also indicated that the main hospital plant 
at Freedmen’s, which was built in 1908, is obsolete, inefficient, un- 
economical in operation, and in a state of general deterioration in 
spite of costly efforts at maintenance. 

Transfer of the hospital to Howard University and construction of 
a new ple int designed for use as a teaching hospital were recommended 
by a Study Commission appointed by the Secretary of Health, 
Education, and Welfare in 1955. The Ean esas 
concluded that the interests of the seceaneiie, the community, and 
the Federal Government can best be served if ownership, control, 
and supervision of the hospital are vested in the Howard University 
board of trustees. The bill (S. 3626) is designed to carry out this 
recommendation. 

EXPLANATION OF THE BILL 


Section 1 of the bill would authorize the Secretary of Health, 
Education, and Welfare, pursuant to an agreement with the board of 
trustees of Howard University, to transfer Freedmen’s Hospital to 
Howard University, without reimbursement to the United States. 
Howard University already owns the land but included in the transfer 
would be the interest of the United States as lessee of the land and 
owner of the buildings and improvements thereon, and the personal 
property used in connection therewith (as determined by the Secretary 
of Health, Education, and Welfare). The Secretary is directed to 
report to the Congress the terms of the transfer agreement. 

Section 2 of the bill is designed to protect the employees of Freed- 
men’s Hospital from loss of salary and other rights and_ privileges 
they now enjoy as Federal employe es. This section requires that the 
agreement of transfer shall contain provisions guaranteeing that career 
and career-conditional employees of Freedmen’s Hospital will be 
offered an opportunity to transfer to Howard University without 
loss of salary level, except for any who have received at least 6 months’ 
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notice before the transfer that their positions are to be abolished. 
In addition, the agreement must provide that Howard University 
deposit the salary deductions and agency contributions required by 
the Civil Service Retirement Act and the Federal Employees’ Group 
Life Insurance Act. The university must also, by agreement, 
provide other employee benefits as nearly equivalent as practicable 
to those generally enjoyed by civilian employees of the United States 
at the time of the transfer. Howard University has stated its full 
acceptance and approval of these conditions. 

Subsection (b) of section 2 of the bill directs the Department of 
Health, Education, and Welfare to make every reasonable effort to 
place in comparable Federal positions those career or career-condi- 
tional employees of Freedmen’s who do not transfer to the university. 
In addition, under existing law and regulations, those employees not 
transferred to the university would be entitled to so-called bumping 
rights in regard to employees in similar jobs elsewhere in the Depart- 
ment of Health, Education, and Welfare held by people who do not 
have civil-service status. Further, the Civil Service Commission 
assured the committee that the career employees of Freedmen’s 
Hospital who do not transfer to the university will be eligible to enter 
upon the Civil Service Commission’s Separated Career Employee 
Register where they will be fanned out throughout the Federal service 
in the Washington area against jobs for which they are qualified and 
which are held by people without civil-service status. The Civil 
Service Commission has further assured the committee that such 
employees will be eligible to enter on any 2 civil-service registers they 
choose in the Washington area and any 2 registers outside the Wash- 
ington area for certification ahead of all other eligibles on such registers 
except those eligible to a 10-point veterans’ preference. For em- 
plovees who do transfer and are later separated from Howard Uni- 
versity in good standing, the Civil Service Commission has agreed to 
extend to 3 vears, rather than the usual 90 days, the time in which 
such employees may file with the Commission for the separated career 
employee placement program; thereafter, career employees would 
remain on the separated career employee roster for 2 years and career- 
conditional employees for 1 year. 

Subsection (c) of section 2 provides that those Freedmen’s employees 
on the - ate of enactment of the act who transfer to Howard University 
shall, so long as they continue to remain in the employ of the uni- 
eee: os regarded as continuing in the employ of the United States 
for the purposes of the Civil Service Retirement Act and the Federal 
Employees’ Group Life Insurance Act. This subsection further 
provides that for purposes of section 3121 (b) of the Internal Revenue 
Code and section 210 of the Social Security Act (excluding duplicate 
coverage under the Federal Old-Age and Survivors Insurance system) 
service performed by transferred employees during their employ ment 
at Howard University shall be regarded as though performed in the 
employ of the United States. 

The committee was assured by the president of Howard University 
that an understanding had been reached between the Department of 
Health, Education, and Welfare and Howard University regarding 
within-grade salary increases for Freedmen’s employees transferred 
to the university. The university will continue to provide the within- 
grade increases prevailing in the Government for the transferred em- 
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ployees at the time of their transfer. The committee was assured by 
the president of Howard University that in this respect legislative 
action beyond the policy statements included in the bill was not re- 
quired and that the university would be willing, in the agreement for 
the transfer of the hospital, to give basically satisfactory assurances 
to the employees of Freedmen’s Hospit: al on every point of their con- 
cern to the extent the university’s resources will permit. 

Section 3 of the bill authorizes the appropriation of funds, in such 
amount as may be necessary, for the construction of a new building or 
buildings and facilities, including equipment, and for the remodeling 
of existing buildings which, together with the new buildings and fac sili 
ties, will provide a hospital with a capacity of not to exceed 500 beds. 
The Department of Health, Education, and Welfare estimates that 
the total cost of planning and construction of the new hospital, in- 
cluding adaptation of the present tuberculosis annex at Freedmen’s 
Hospital, will be approximately $9,157,000. 

Section 4 is a recovery provision. In the event that the new 
hospital facilities constructed pursuant to section 3, or the Freedmen’s 
facilities transferred and combined with the new plant pursuant to 
sections 1 and 3, cease to be operated by Howard University as a 
teaching hospits all the United States shall recover from the university, 
or from the transferee in the event of a transfer, an amount equal to 
the then value of such facilities. This right of recovery is to exist for 
20 years after the completion of the construction of the new hospital 
facilities authorized by section 3. The amount to be recovered shall 
be of such value as may be determined by agreement of the parties 
(the Secretary of Health, Education, and Welfare and Howard Uni- 
versity) or such value as may be determined by an action brought in 
the United States District Court for the District of Columbia. The 
provisions of this section are intended to guarantee that for a period 
of at least 20 vears the facilities transferred, improved, and newly 
constructed will be used as a teaching hospital by Howard University. 

Section 5 authorizes annual appropriations to Howard University 
in such sums as the Congress may determine for the partial support of 
teaching hospital facilities at the university. This section contains 
provisions directing that the university shall identify and record 
separately in its accounts the cost of operating teaching hospital 
facilities, the appropriations nike pursuant to this section, and other 
income derived from the operation of the teaching hospital facility 
or available for that purpose. 

Section 6 of the bill is a declaration of final policy declaring the in- 
tent of the Congress that, to the extent consistent with good medical 
teaching practice, the hospital facilities at Howard University shall 
become progressively more self-supporting. To further this policy 
the President of the United States is directed to submit to the Con- 
gress, not later than the end of the second calendar year following the 
year in whieh the construction of the new hospital facilities authorized 
by section 3 is completed, a report on the financial operation of the 
hospital. This report is required to contain the recommendations of 
the President as to the rate at which Federal financial participation 
in the cost of operation of the hospital shall be reduced. 

Section 7 is a blanket repealer provision designed to repeal, to the 
extent of their applicability, laws heretofore applicable specifically to 
Freedmen’s Hospital. This repealer relates to miscellaneous provi- 
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sions in various past appropriation acts based on Federal operation of 
the hospital. 

Section 8 of the bill authorizes the transfer from Freedmen’s Hos- 
pital to Howard University of all unexpended balances of appropria- 
tions, alloc ations, and other funds available or to be made available 
to Freedmen’s Hospital. These funds may be used in the operation 
of the Howard University Hospital facilities except to the extent 
required to meet obligations already incurred by Freedmen’s and not 
assumed by the university. 


CHANGES IN EXISTING LAW 


In the opinion of the committee it is necessary to dispense with the 
requirements of subsection 4 of rule XXIX of the Standing Rules of 
the Senate in order to expedite business of the Senate. 
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Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 9445] 


The Committee ~ Interior and Insular Affairs, to whom was 
referred the bill (H. 9445) to amend the Hawaiian Organic Act, 
and to approve ame Be oe of the Hawaiian land laws, with respect 
to leases and other dispositions of land, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The principal om se of H. R. 9445 is to amend the Hawatiar 
Organic Act (48 U. C. 665) to permit leasing of public lands of 
Hawaii on a 65-year basis. At present leases may not exceed 15 
vears for agricultural purposes and 21 years for general purposes. 

H. R. 9445 was amended by the House of Representatives in accord- 
ance with recommendations of the Secretary of the Interior. No 
expenditure of Federal funds is involved in the legislation. The 
Governor of Hawaii and the members of the Territorial legislature 
have endorsed this legislation. 

It is becoming increasingly difficult to develop the Hawaiian econ- 
omy under short-term leasing limitations. This legislation will en- 
courage investors to participate more fully in development of the 
Territory than they now do. 

The extension of leases to 65 years rather than the 55 years provided 
in the bill as introduced is recommended in accordance with the wishes 
of the Territorial legislature. This will give more latitude to meet the 
needs of financial institutions than would the shorter period. 

As introduced, H. R. 9445 provided for leasing of both surface aud 
subsurface rights. Since separate legislation concerning leasing of 
mineral rights is pending in Congress, H. R. 9445 was amended to 
delete reference to subsurface leasing. 
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The report of the Secretary of the Interior dated June 23, 1958, 
is as follows: 


Unirep Srares DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, Se bs on June 23. 1958. 
Hon. Cratr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of peer Sé ntatrive e Washington, dD. i: 

Dear Mr. Enate: This responds to your request for the views of 
this Department on H. R. 9445, a bill to amend the Hawaiian Organic 
Act, and to approve amendments of the Hawaiian land laws, with 
respect to leases and other dispositions of land. 

We recommend that the bill be enacted, if amended as hereinafter 
set forth. 

The principal ta of H. R. 9445 is to give to the Territory of 
Hawaii authority to lease the Hawaiian pub lic lands, both the surface 
and the subsurface thereof, for periods of up to 55 years. At present, 
leases of these lands may not excee d15 years for agricultural purposes, 
and 21 years for general purposes. 

There are also pending before your committee two bills dealing with 
the leasing of mineral rights in Hawatlian public lands: H. R. 9541, 
a bill to amend the Hawaiian Organic Act, and to approve an amend- 
ment to the Hawaiian land laws with respect to leases, and H. R. 9598, 

bill to approve cl apter 99A of the Revised Laws of Hawai 1955, 
scctuiia 99A to 99A-—15, inclusive, act 255, Session Laws of Hawaii 1957, 
relating to mineral rights in the Territory of Hawaii. The Depart- 
ment expects to make recommendations to your committee on H. R. 
9541 and H. R. 9598. If the recommendations we shall make on 
those two measures should be eee. by your committee and 
enacted into law by the Congress, it will be unnecessary to include, 
in H. R. 9445, any provisions concerning the authority of the Territory 
with respect to mineral leasing. For that reason, we believe that it 
would be desirable to restrict the scope of H. R. 9445 to surface 
leasing only. 

H. R. 9445 would also authorize, as to particular leases, the removal 

limitation of the withdrawal provision, now salted by section 
73 (d) of the Organic Act (48 U.S. C., see. 665), but additionally 
would provide for a legislative veto on any such removal or aes a 
In section 2 of the bill, section 73 (1) of the Organic Act (48 U 
1952 edition, supp. V, sec. 673), would be amended oe caste to 
provide that all leases (not merely those involving considerable 
acreages) would require the approval of two-thirds of the Board of 
Public Lands. Section 3 would amend section 91 of the Organic Act 
(48 U.S. C., see. 511), to provide that in the event of a taking by the 
United States under that section of land under lease, the lessee would 
be compensated for his loss occasioned by the taking. This section 
is precipitated by recent cases holding that in the event of such taking 
by the United States, the lessee may expect a proportionate reduction 
in rental and nothing more (United States v. Chun Chin, 150 F. 2d 
1016; United States v. Marks, 187 F. 2d 724). Section 4 would ratify 
provisions of Joint Resolution 6 of the most recent Territorial legisla- 
ture, which is the basis upon which H. R. 9445 was introduced. 

In our opinion, authority to make long-term leases of the public 
lands of the Territory is urgently necessary. The Hawaiian economy 
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has found it increasingly difficult to develop under the existing limita- 
tions of 15 and 21 years for leases. Increasingly, banks, insurance 
companies, and other financing institutions, and even Federal agencies, 
are demanding secure long-term leaseholds in connection with loans 
for construction on leased lands. Present authorized maximum 
tenures on public lands in Hawaii are totally inadequate to permit 
the amortization of the necessary construction of roads and processing 
equipment on agricultural leases, and the construction of adequate 
factories or other buildings on business leases. 

In addition to our amendment limiting the long-term authority to 
leases of the surface only, we recommend three other important 
changes in H. R. 9445. While section 3 would strengthen the rights 
of lessees, it might also add to the costs of takings by the United 
States. Because this provision affects several agencies of the Federal 
Government, it will require further study. We therefore recommend 
that the section be deleted at this time. Both the other two amend- 
ments would conform the bill to the terms of Joint Resolution 6, 
which represented the considered judgment of the recent Hawaiian 
Legislature. Our amendments would set 65, rather than 55, as the 
maximum term of the Jeases involved, and would delete the provision 
in section 1 for a legislative veto on removal or limitation of the with- 
drawal provision. The language in the bill would have the effect of 
making the legislature the ultimate administrative authority over such 
removals and limitations. Also, we believe it would impose such 
delays and difficulties in omitting or limiting the withdrawal clause 
as to make the whole provision impractical of use. 

Governor Quinn has strongly urged favorable action on this legisla- 
tion as an essential to the full development of the Territory’s limited 
land resources. 

We therefore recommend that H. R. 9445 be enacted, but that it 
be amended in several respects in the manner set forth in the enclosure. 
Aside from the changes explained above, all of the enclosed amend- 
ments are perfecting in nature. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


PROPOSED AMENDMENTS TO H. R. 9445 

1. On page 1, strike lines 3 through 5 and insert in lieu 
thereof the following: 

“That section 73 (d) of the Hawaiian Organic Act, as 
amended (48 U.S. C., sec. 665), is further amended (1) by 
inserting in the first sentence thereof, immediately following 
the words ‘No lease of’, the words ‘the surface of’; (2) by 
striking out the words ‘fifteen years’ and inserting in lieu 
thereof the words ‘sixty-five years’; (3) by striking out from 
the fourth sentence thereof the words ‘in which case the 
rent reserved shall be reduced in proportion to the value 
of the part so withdrawn’ and inserting in lieu thereof 
the words ‘upon the payment of just compensation for such 
withdrawal’; and (4) by”. 
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On page 2, lines 5 through 15, strike out all of the last 
sentence of section 1. 

3. On page 2, lines 16 through 25, and page 3, lines 1 and 2, 
strike out all of section 2 and insert in lieu thereof the 
following: 

“Sec. 2. Section 73 (1) of the Hawanan Organic Act as 
amended (48 U.S. C., 1952 ed., Sup. V, sec. 673), is further 
amended by striking out the words ‘No lease of agricultural 
lands exceeding forty acres in area, or of pastoral or waste- 
lands exceeding two hundred acreas in area, shall be made 
without the approval of two-thirds of the Board of Public 
Lands, which is hereby constituted’ and inserting in lieu 
ereof the words ‘Leases may be made by the Commissioner 
of Public Lands, with the approval of two-thirds of the 
members of the Board of P = Lands, for the occupation of 
lands for ceneral purposes, ‘ for limited specified purposes 
(but not including leases of minerals or leases providing for 
the mining of minerals), for terms up to but not in excess of 
sixty-five years. There shall be a Board of Public Lands.”’ 

4. On page 3, delete lines 3 through 24. 





The Committee on Interior and Insular Affairs recommends enact- 
> 


ment of H. R. 9445. 


CHANGES IN EXISTING LAW 


In con mplance with subsection (4) of Rule XXIX of the Sts ynding 
Rules of the Senate, changes in existing law made by the bill, H. R. 
9445, as reported, are shown as follows (existing - proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is i n in roman) 


Act or ApriI.L 30, 1900, As AMENDED 
(31 Stat; 154: 48 asi. S. C.. sec. 665 


Src. 73. (d) No lease of the surface of agricultural lands or of un- 
developed arid public land which is capabl le of bemg converted into 
agricultural land by the development, for irrigation purposes, of 
either the underlying or adjacent waters, or both, shall be granted, 
sold, or renewed by the government of the Territory of Hawaii for a 
longer period than [fifteen years] sirty-five years. Each such lease 
shall be sold at public auction to the highest bidder after due notice 
as provided in subdivision (h) of this section and the a of the 
Territory of Hawaii. Each such notice shall state all the terms and 
conditions of the sale. The land, or any part thereof so le aa may 
at any time during the term of the lease be withdrawn from the 
operation thereof for penta or ee lie ee [in which case 
the rent reserved shall be reduced 1 1 proportion t o the value of the 
pa rt so withdr: awn J upon the eaaneie O} . just com pe nsation for such 
withdrawal. [Every such lease shall contain a provision to that 
effect: Provided, That the commissioner may, with the approval of 
the governor and at least two-thirds of the members of the land board, 
omit such withdrawal provision from the lease of any lands suitable 
for the cultivation of sugarcane whenever he deems it advantageous 
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to the Territory of Hawaii. Land so leased shall not be subject to 
such right of withdrawal.J Every such lease shall contain a provision 
to that effe ct: Provided, That the Commissioner may, with the approval 
of the Governor and at least two-thirds of the members of the Land Board, 
omit such urthdrawal provision from, or limit the same in, the lease of 
any lands whenever he deems it advantageous to the Territory of Hawaiz, 
and land so leased shall not be subject to such right of withdrawal, or 
shall be subject only to a right of withdrawal as limited in the lease. 


Act or Aprit 30, 1900, As AMENDED 


(31 Stat. 154; 48 U.S. C., see. 673) 
Suc. 73. (1) No sale of lands for other than homestead purposes, 
except as herein provided, and no exchange by which the Territory 
shall convey lands exceeding either forty acres in area or $5,000 in 
value shall be made. [No lease of agricultural lands exceeding forty 
acres in area, or of pastoral or wastelands exceeding two hundred 
acres in area, shall be made without the approval of two-thirds of the 
Board of Public Lands, which is hereby constituted,] Leases may be 
made by the Commissioner of Public Lands, with the approval of two- 
thirds of the members of the Board of Public Lands, for the occupation 
of lands for general purposes, or for limited specified purposes (but not 
including leases of minerals or leases providing . for the mining of min- 
erals), for terms up to but ~ in excess of sixty-five years. There shall 
‘ a Board of Public Lands, the members of which are to be appointed 
by the Governor as eae in section 80 of this Act, and until the 
legislature shall otherwise provide said Board shall consist of six mem- 
bers, and its members be appointed for a term of four years: * * * 
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Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 5865] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5865) to amend the Hawaiian Organic Act to 
permit the Territorial legislature to provide for the election of members 
of a certain board of trustees, having considered the same, report 
faverably thereon without amendment and recommend that the bill 
do pass. 

The purpose of H. R. 5865 is to amend section 80 of the Hawaiian 
Organic Act (48 U.S. C., see. 546) with reference to election of 
members of the board of trustees of the Territorial employee’s 
retirement system. 

Under an act of the Territorial legislature, 3 of the 7 members are 
elected by members of the system. The Territorial attorney general, 
however, has advised that the election of these members is 1n conflict 
with provisions of the organic act which require the Governor to 
nominate and appoint, with the consent of the Territorial senate, 
members of any board of a public character created by law. 

H. R. 5865 ratifies the existing Territorial statute and confirms the 
service on the board of present employee members. 

No expenditure of Federal funds is involved in this legislation. 
H. R. 5865 was amended by the House of Representatives in 
accordance with recommendations of the Secretary of the Interior. 

The report of the Secretary of the Interior dated June 24, 1958, 
is as follows: 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, dD. Oe June DL. 1958. 
Hon. Cuiatr ENGLE, 
Chairman, Committee on Interrvor and Insular Affairs, 
House of Representatives, Washington, D. C. 


Drar Mr. Enaue: This responds to your request for the views of 
this Department on H. R. 5865, a bill to amend the Hawaiian Organic 
Act to permit the Territorial legislature to provide for the election of 
members of a certain board of trustees. 

We recommend that the bill not be enacted and that the proposed 
substitute bill enclosed with this report be enacted. 

H. R. 5865 proposes to amend section 80 of the Hawaiian Organic 
Act (48 U.S. C., sec. 546) to provide that a majority of the members 
of the board of trustees of the employees’ retirement system of the 
Territory of Hawaii be made subject, by action of the Territorial 
legislature, to election by a majority of the members of the retirement 
system. Present law requires that boards of a public character be 
appointed by the Governor by and with the advice and consent of the 
Territorial senate. 

The retirement system has a trust fund in the amount of approxi- 
mately $100 million. H. R. 5865 would, in effect, permit control of 
this fund to be placed in the hands of those elected by the employees. 

The bill proposes a radical departure from the normal American 
method of selecting public officials. This fund is not solely of interest 
to Government employees, but is also of interest to all residents of 
the Territory who, by their taxes, have contributed meterially to it. 
Election of a majority of the trustees could subordinate investment 
skills to a popularity test among employees of the Territorial govern- 
ment. If this happened, it would dispense with the ee in 
fact, of any requirements for general qualifications on the part of a 
majority of the board. 

Since its inception this board has always had at least 1 member 
elected by members of the system and at present, by Territorial 
statute, 3 must be so elected. The attorney general of Hawaii has 
recently held that this board comes within the provision of law above 
cited. In view of this opinion, it would seem that the service of these 
three persons is illegal, although such elections have been held for 
many years without any serious legal question having been raised. 
However, it appears to us desirable to amend the existing law so as to 
remove any question of legality regarding the service of the present 
members of the board, and to provide statutory authority for the 
selection of appropriate employee representation in the future. 

We, therefore, propose that section 80 of the Hawaiian Organic 
Act be amended to provide that the existing Territorial statute, pro- 
viding for selection of 3 of the 7 board members by vote of the mem- 
bers of the system, be approve and ratified by the Congress, and 
that service on the board of present employee members be confirmed. 
This proposal is contained in the enclosed proposed substitute bill 
which is attached to this report. 
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The Bureau of the Budget has advised that while there is no objec- 
tion to the submission of this report to your committee, it believes 
the principle expressed in this legislation is undesirable. 
Sincerely vours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


4 BILL To amend section 80 of the Hawaiian Organic Act, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
first sentence of section 80 of the Hawaiian Organie Act, as 
amended (48 U.S. C., see. 546), is amended further by in- 
serting immediately following the words “boards of a public 
character that may be created by lew” the words “, except for 
the board of trustees of the employees’ retirement system” 

Sec. 2. Section 80 of the Hawaiian Organic Act, as 
amended (48 U.S. C., 546), is further amended by adding 
the following new paragraph immediately following the first 
paragraph thereof: 

“The manner of appointment of members of the board of 
trustees of the employees’ retirement system shall be as 
provided for by section 6-61, Revised Laws of Hawaii, 1955.” 

Sec. 3. All acts of the legislature of Hawaii prior to the 
effective date of this Act pertaining to the composition and 
membership of the board of trustees of the employees’ re- 
tirement system, and all appointments to such board pur- 
suant to such acts, are hereby ratified and confirmed. 

The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 5865. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H. R. 
5865, as reported, are shown as follows; new matter is printed in 
italic, existing law in which no change is proposed is shown in roman: 


Acr or Aprit 30, 1900, As AMENDED (31 Srar. 156; 48 U.S. C., 
SEC. 546) 

Sec. 80. The Governor shall nominate and, by and with the advice 
and consent of the senate of the Territory of Hawaii, appoint the 
attorney general, treasurer, commissioner of public lands, commis- 
sioner of agriculture and forestry, superintendent of public works, 
superintendent of public instruction, auditor, deputy auditor, sur- 
veyor, high sheriff, members of the board of health, commissioners of 
public instruction, board of prison inspectors, board of registration 
and inspectors of election, and any other boards of a public character 
that may be created by law, except for the board of trustees of the 
employees’ retirement system; and he may make such appointments 
when the senate in not in session by granting commissions, which 
shall, unless such appointments are confirmed, expire at the end of 
the next session of the senate. He may, by and with the advice and 
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consent of the senate of the Territory of Hawaii, remove from office 


any of such officers. Ail such officers shall hold office for four years 
and until their successors are appointed and qualified, unless sooner 
removed, except the commissioners of public instruction and the 


members of said boards, whose terms of office shall be as provided by 
the laws of the Territory of Hawaii. 

The manner of appointment of men bers of the board of trustees of the 
employe <’ reti nent syste i shall be as provided for by section 6 61, 
Revised Laws of Hawaii, 1955 

The manner of appointment and removal and the tenure of all 
other officers shall be as provided by law; and the Governor may 
appoint or remove any officer whose appointment or removal is not 
otherwise provided for ‘ 

The salaries of all officers other than those appointed by the Presi 
dent shall be as provided by the legislature. 

All officers appointed under the provisions of this section shall be 
citizens of the Territory of Hawaii and shall have resided therein for 
at least three years next preceding their appointment. 

Nothing in this section shall be construed to conflict with the 
authority and powers conferred by section 56 of this Act. 
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Mr. Hayprn, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 13450] 


The Committee on Appropriations, to whom was referred the bill 
H. R. 13450) making supplemental appropriations for the fiscal year 
ending June 30, 1959, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made, 


Amount of bill as passed Louse $3, 1381, 844, 797 
Amount of increase by Senate committee 7 463, 100, 181 
Amount of bill as reported to Senate 3, 594, 944, 978 


Total estimates considered by the Senate including 
$644,672,781 not considered by Hlouse 3, 810; 988. 291 


Under budget estimates 276, 043, 243 
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DEPOSIFEO BY THBUPPLEMENTAL APPROPRIATION BILL, 1959 3 
UNITED STAVES OF AMERICA 
INCREASE IN GOVERNMENT PERSONNEL 


The committee, already deeply concerned by the projected budget 
deficit for fiscal year 1959 and the necessity of raising the debt limit, 
is further disturbed by the latest report of the Joint Committee on 
Reduction of Nonessential Federal Expenditures, which shows a 
Federal civilian personnel increase of 32,832 for the month of June. 
Granted that this is partially seasonal, nevertheless that is the largest 
increase of any month since June 1952. 

The committee is keenly aware that in the representations made 
by the various departments and agencies in connection with the 
granted pay raise, it was repeatedly emphasized that the increased 
pay would mean fewer employees. ‘This result would obtain, Congress 
was informed, through increased efficiency and incentive. This 
explanation was received in good faith. 

The committee is therefore strongly of the opinion that all depart- 
ments and agencies should proceed as soon as possible to the reduction 
in staff contemplated by the pay raise. So that no hardship will 
result the best course for accomplishment would seem to be some 
attrition formula such as filling only 3 of every 4 naturally occurring 
vacancies. It is the intention of the committee to scrutinize carefully 
the fiscal year 1960 regular budget estimates, especially in regard to 
personnel items, for a reflection of the committee’s instructions. 








Chapter I 


DEPARTMENT OF AGRICULTURE 
AGRICULTURAL RESEARCH SERVICE 
PLANT AND ANIMAL DISEASE AND PEST CONTROL 


The committee recommends a supplemental appropriation of $4 
million, an increase of $1 million over the budget request, and $2 
million over the House bill. Within the amount recommended, $3 
million is proposed to begin eradication of the witchweed, a very 
dangerous plant pest which attacks corn, sugarcane, sorghums, cereal 
ecrains, and numerous grasses. The committee believes the full budget 
estimate for Federal cost sharing on this cooperative eradication pro- 
oram should be made available. 

The committee also recommends an appropriation of $1 million 
for Federal cost of eradication of the pink bollworm. ‘The Depart- 
ment advises the committee that this additional »amount could be 
required to eradicate this pest from new areas of infestation which 
e now under survey. The committee has inserted language in the 
bill to place this amount in the continge! C\ fund, which fund can be 
used only for prompt eradication of new pests or to meet unforeseen 


emergencies such as this current outbreak of the pink bollworm. 


Mi \' INSPEC TION 


The committee recommends an appropriation of $2,100,000, the 
amount of the su l | 
over the House 
$500,000 approved in the regular bill, constitutes an increase of 
$2,600,000 over 1958, making a total for fiscal 1959 of $19,426,000. 

The committee concurs in the lancuag provision inserted in the 
House bill to continue the availability of funds during fiseal 1959, 
and to adjust the construction authority in the amount needed to meet 
f facilities authorized in the 1958 appropria- 


pplemental estimate, and an increase of $350,000 
1] 
lai. 


This amount, together with the increase ol 


the construction COSLS ¢ 


tion act. 
AGRICULTURAL CONSERVATION PROGRAM SERVIC] 
EMERGENCY CONSERVATION MEASURE 


‘he committee concurs in the House action to extend the avail- 
ability of unobligated balances, of about $19,000,000, under this head 


to remain available until expended. 
These funds are to be used for emergency cost-sharing assistance 


to farmers on farmlands damaged by wind erosion, floods, hurricanes, 


CK., which resull in hew conservation problems as desc ribed under 
criterion contained in the Third Supplemental Appropriation Act, 


1957. 
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Sor. BANK PROGRAM 


ACREAGE RESERVE PROGRAM 


r 


ae committee recommends a supplemental appropriation of 
$279 450,000, which is $1,550,000 under the revised estimated require- 
ments, and is $4,450,000 over the House bill, as follows: 

|) $273,400,000 for program payments, the latest estimate to pay 
contracts; an increase of $2,900,000 over the House bill, and (2) 
$19,050,000 for administrative expenses, which is $1,550,000 under the 
budget request and $1,550,000 over the House bill. The regular ap- 
propriation act provided $330,000,000 under this head, which, to- 
gvether with the recommended appropriation, makes a total of 
$609,450,000 for fiscal 1959. 

The need for supplemental funds is due to the increased program 
authorization, which was increased from $500,000,000 to $750,000,000 
in the second Supplemental Appropriation Aci, 1958; to meet the 
unexpectedly large signup under the 1958 program. 

This appropri: ition is intended to finance all outstanding commit- 
ments for the acreage-reserve programs for 1956, 1957, and 1958 crop 
years; which have resulted in total appropriations of $1,660,905,335, 
including the amount in this bill. No program authorization was 
proposed for 1959 crops. 


COUNTY ASC COMMITTEES 


The committee has received a number of inquiries regarding an 
adjustment in salaries for county ASC employees comparable to pay 
increases recently granted to civil-service employees of the Com- 
modity Stabilization Service. 

In fiscal 1957 the Congress approved increases in administra- 
tive expense limitations for salary increases for county employees, to 
carry out a 3-year pay- -adjustment program proposed by the Com- 
modity Stabilization Service, to improve salaries and qualification 
standards. The adjustments made in salaries result in an average in- 
crease of 15 percent for all types of county office employees. 

The authority to set and adjust rates of compensation for county 
committee e emapnye es is vested in the Secretary of Agriculture. The 
committee believes that significant savings can be made in simplify- 
ing administrative and procedural requirements currently required of 
county committees which would enable the Secretary of Agriculture 
to authorize further salary adjustments within funds provided in this 
bill and previously authorized in the regular act. 

The committee expects to examine thoroughly this situation with 
regard to county committee employees in its consideration of next 
year’s budgetary proposals from the Department of Agriculture. 








Chapter II 


DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
Civit AERONAUTICS ADMINISTRATION 


Operation and regulation.—The committee recommends approval of 
$12,750,000, the amount of the supplemental budget estimate and an 
increase of $1,015,000 over the House bill. The increase is to provide 
for the cost of engineer pay increases granted pursuant to civil-service 
regulations in December 1957. $11,735,000 provides for increased 
workload and commissioning of new facilities. 

The committee notes that the House report “directs” the CAA to 
establish one additional regional office during fiscal year 1959. Since 
no part of the funds requested in the regular budget or in the current 
supplemental request were for that purpose, the expenses of such a 
move would of necessity curtail or postpone other approved projects. 
It is the sense of the committee that a more desirable approach would 
be to present the costs of this proposal in the next regular budget 
submission, with an opportunity to make a complete and adequate 
record, and to give the matter the full and complete consideration it 
requires. 

Construction and deve lopment, additional Washington airport. The 
committee recommends an appropriation of $50,000,000, the amount 
of the House bill, but a reduction of $3,500,000 in the estimate. The 
committee has recommended the following amendment to this item 
in the House bill: 


: Provided further, That no part of any apprepriation herein 
shall be used for the land acquisition for, or the construction of, 
an access road to such airport which when completed would 
directly connect with the George Washington Mi morial Park- 
way 


ce 


BuREAU OF FOREIGN COMMERCE 


Salaries and CLPENSES. The committee considered requests totaling 
$305,000 for staff support for a Trade Policy Committee ($125,000), 
promotion of United States foreign investment ($75,000), and inter- 
national travel promotion ($105,000). The committee agrees with 
the action of the House denying funds for the first two items and 
recommends also that no funds be provided at this time for the 
third item. 

Export control—The committee recommends approval of $3,060,000, 
the amount provided by the House bill and the amount of the budget 
estimate. 

In allowing the full amount of the budget request it is the view of 
the committee that there shall be no relax: ution 1 of export controls on 
shipments to the Soviet bloc and it is hoped our negotiators will press 
for parallel action by other trading countries. 


6 





SUPPLEMENTAL APPROPRIATION BILL, 1959 7 
Coast AND GEODETIC SURVEY 


Salaries and expenses-—The committee recommends an appro- 
priation of $343,500, the amount of the House bill and a reduction of 
$147,500 in the supplemental estimate. The amount allowed provides 
$322,000 for administrative adjustment of pay scales for crews of 
vessels and $21,500 for a hydrographic survey of Lake Coeur d’ Alene, 
Idaho. 

Construction and equipment, geomagnetic station.—There is recom- 
mended an appropriation of $400,000, the amount of the House bill 
and the budget estimate, for a new geomagnetic station in Honolulu, 
T. H. The present location will not ‘be usable because of construction 
on adjacent property. 


MARITIME ACTIVITIES 


Salaries and expenses.—The committee recommends approval of 
$25,000 for costs of engineer pay increases granted pursuant to civil- 
service regulations in December 1957. The House bill made no 
allowance for this item. There is also included appropriate language 
revising the administrative expense limitation. 

Maritime training-—The committee recommends an appropriation 
of $68,000, the amount of the House bill and a reduction of $107,000 
in the supplemental budget estimate. These funds cover the costs of 
increased average attendance and staff realinement at the Maritime 
Academy at Kings Point, N. Y. 

War Shipping Administration liquidation.—The committee recom- 
mends language which would make this fund available to June 30, 
1959, for payments of hospital and disability benefits to disabled 
seamen. ‘The regular appropriation act for 1959 terminates the fund 
as of December 31, 1958. 

This item was transmitted to the Senate after the House had 
finished consideration of the bill. 


BurREAU oF PuBLic Roaps 


General administrative expenses (limitation). —The committee recom- 
mends language which would have the effect of increasing the limita- 
tion on general administrative expenses by $550,000, as requested i in 
the estimate. ‘This is necessary to provide for increased costs occa- 
sioned by pay increases granted engineers pursuant to civil-service 
regulations in December 1957. The House had disallowed this item; 

Inter-American Highway.—There is recommended an appropriation 
of $10,000,000, the amount of the House bill and the budget estimate, 
The funds provided will permit the completion of the hard surfacing 
of the highway. 


NATIONAL BUREAU OF STANDARDS 


Expenses.—The committee recommends the appropriation of 
$262,000, the amount of the supplemental budget estimate. This 
item was not allowed by the House. This amount represents the 
fiscal 1959 costs of scientists’ pay increases granted pursuant to civil- 
service regulations in December 1957. 
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Plant and equipment.—The committee recommends an appropria- 
tion of $200,000, the amount of the supplemental budget estimate and 
an increase of $14,00G over the House bill. The $14,000 increase 
represents the 1959 costs of scientists’ pay increases granted pursuant 
to civil-service regulations in December 1957. The $186,000 provides 
for emergency modifications of electric-utility services in the Wash- 
ington laboratories 

Construction of facilities —There is recommended an appropriation 
of $3,000,000, the amount of the House bill and the budget estimate. 
The funds provided are to cover costs of design and engineering of the 
proposed new facilitv at Gaithersburg, Md. 


WEATHER BuREAU 


Salaries and erpenses.—The committee recommends an appropria- 
tion of $1,840,000, the amount of the House bill and an increase of 
$1 million over the supplemental budget estimate. The funds pro- 
vided include $680,000 for hurricane research, $160,000 for costs of 
operating 15 new long range weather search radar, and $1 million for 
7 hich altitude forecast centers. 

Establishment of meteorological fac ities —The committee recom- 
mends an appropris ition of $1,300,000 for instrumentation of aircraft 
to be used for hurricane research and instrumentation of Air Weather 
Service aircraft used in “hurricane hunter’ flights. The amount 
provided is identical with the request in the supplemental budget 
estimate and allowed in the House bill. 


SMALL Business ADMINISTRATION 


Salaries and expenses.—The committee recommends approval of 
an appropriation of $3,775,000 and language authorizing transfers 
of $11,700,000 from the revolving fund and $825,000 from the fund 
for liquidation of the Reconstruction Finance Corporation loans, 
making available in all a total of $16,300,000 for administrative 
expenses. The transfer from the revolving fund includes $1,750,000 
as a contingency reserve. Included in the appropriation of $3,775,000 
is $1,000,000 for the administrative expenses of equity financing 
assistance under the Small Business Investment Act, 5. 3651 on 
which legislative action has been completed. 

Revolving fund.—There is recommended for approval the amount of 
$215,000,000 for additional capital for the revolving fund. This 
amount includes $50,000,000 for the new small-business investment 
company program, contingent upon approval of S. 3651 on which 
legislative action has been completed. 

Both of the above estimates were transmitted to the Senate in 
Senate Document No. 110 on July 22 and were not previously con- 
sidered by the House. The act extending the Small Business Adminis- 
tration was passed on July 18 (Public Law 85-536). 

The amounts and language f{ or both items are recommended for 
approval exactly as requested in Senate Document No. 110. 





Chapter III 
DEPARTMENT OF DEFENSE—MILITARY FUNCTIONS 
GENERAL PROVISIONS 
LIMITATION ON COSTS OF OVERSEAS DEPENDENTS’ SCHOOLING 


The committee has included a provision in the bill amending sub- 
paragraph (a) of section 606 of the Defense Department Appropria- 
tion Act, 1959, by increasing the limitation on the average cost of 
primary and secondary schooling for minor dependents of military 
and civilian personnel of the Department of Defense overseas from 
$245 to $265. This is an adjustment for the increased cost occasioned 
by the enactment of recent pay legislation. 


S. Rept. 2350, 85-2——2 








Chapter V 
FOREIGN OPERATIONS 


DEPARTMENT OF THE Army, Crvit Functions 


ADMINISTRATION, RYUKYU ISLANDS 


2, 475, 000 
3, 150, 000 
2, 750, 000 
2, 850, 000 


Appropriations, 1958__._._.......___--- ion saa j _ $ 
Budget estimate, 1959______ re 

House allowance_-__-_--- nrleinticweteies : 

Committee recommendation____-_-_----_----------__--. 

The committee recommends an appropriation of $ $2,850,000, an 
increase of $100,000 over the House bill. With this additional 
$100,000 for administration, the High Commissioner will be in a better 
position of discharging the responsibilities imposed by Executive 
Order 10713 of June 5, 1957, which requires the establishment of a 
system of jurisprudence within the organization of the United States 
Civil Administration. 


CONSTRUCTION OF UTILITY SYSTEMS 


UUIIOE SA ps 8 tebe kc acemnimnadsekccwoudu cas BEBIB OO 
Budget examate, 1050... oc. occ cose nek eee Ee ra eee . 6, 000, 000 
House allowance- SE I A er ee a ae 600, 000 
Committee recommendation.._...__.___- = roe : 600, 000 


The committee concurs in the action of the ean in recommending 
an appropriation of $600,000 for the proposed addition to the water 
system of Okinawa, a reduction of $41,000 in the amount proposed for 
the water system. 

The committee has denied a request for $5,359,000 for construction 
of an electric powerplant in the Ryukyu Islands. The estimate had 
also been denied in the House bill. 

Several questions were raised in the committee with regard to the 
method of handling the existing utility system in the islands. Con- 
cern was expressed that following construction of the proposed power- 
plant it is planned to turn it over for all practical purposes to the 
Ryukuan Government. The question arises as to why some way 
cannot be found by which revenues could be raised to assist the local 
government rather than to depend upon revenues from a United 
States constructed powerplant. The committee will expect the De- 
partment of the Army to make a thorough study of this operation 
and report it recommendatoins to the committee next January. 
The committee is of the opinion that requests for funds for the ad- 
ministration of the Ryukyu Islands and for other purposes for the 
Ryukyu Islands should be handled in the regular Defense Department 
appropriation bill rather than in a supplemental bill during the last 
few days of a session of Congress and expresses the hope that such a 
procedure may be followed in the future. 
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Chapter VI 
GENERAL GOVERNMENT MATTERS 
EXECUTIVE OFFICE OF THE PRESIDENT 
EXECUTIVE MANSION AND GROUNDS 


The committee recommends the insertion of a new item in the 
amount of $100,000 for extraordinary alterations, repairs, furniture, 
and furnishings of the Executive Mansion and Grounds, as requested 
in Senate Document No. 110. The committee is advised that previous 
funds available for this purpose have now been exhausted. 


Orrice oF DEFENSE AND CIVILIAN MOBILIZATION 


The committee considered supplemental estimates in Senate Docu- 
ment No. 110 requesting additional funds in the amount of $29,338,000 
for the newly merged agency. ‘These funds would be in addition to 
the amounts provided in the regular appropriation bills for 1959 of 
$2,285,000 for the Office of Defense Mobilization and $38,500,000 for 
the Federal Civil Defense Administration, which are available to the 
new organization. 

The committee recommends at this time appropriation in the 
following amounts as compared to the amounts previously appro- 
priated for 1959 and the estimates for new appropriations: 


5 
In regular ischial“ Amount 





| bills for 1959 | estimate jrecommended 

Salaries and expenses (including operations) -_.....--.-------- | $20, 785, 000 | $4, 000, 000 $2, 915, 000 
Research and development. - jeeaud oan Des eeks waceeel S00 0001 °S POR Cee f2...2 
POROPO) COMETTNORTAIING | 6 nn.cicacecccncesecodccecus eae da a } 9, LIEN Nin:ciccessniniiniinthteniads 
Emergency supplies and equipment._..---..-----------------| 18, 000, 000 | 7, 188, 000 | 4, 000, 000 
ee nn ic aaa sell so 40,785,000 | 29, 388, 000 | 6, 915, 000 


The addition of $2,915,000 for ‘Salaries and expenses”’ is recom- 
mended in view of the denial of a similar amount in the regular bill. 

The committee feels that further expansion of the civil-defense 
programs and the initiation of programs relating to fallout shelters 
can be presently deferred until the committee can learn more about 
the obje ctives of the new police: v that has been presente “dd. 

The committee appreciates that additional responsibilities have been 
added by the new legislation for the sharing of personnel and adminis- 
trative costs of civil-defense functions at State and local level, but 
the committee believes that appropriations for contributions up to 
one-half of such total costs should await the more accurate figures 
to be presented following the approval of State plans. 


11 
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For “Emergency supplies and equipment,” the committee recom- 
mends the addition of $4,000,000, in lieu of the request of $7,188,000 
in order to procure and maintain radiological instruments and detec- 
tion devices, protective masks, and gas-detection kits, for loan or 
erant to the States. Of this amount, $500,000 is included for the 
procurement of dextran for the medical stockpile as authorized by 
section 201, which is a blood expander to be utilized for transfusions 
in shock cases. The committee understands that this new procure- 
ment will not add to the total units presently available for trans- 
fusions, but is necessary to maintain the medical stockpile at current 
levels which would otherwise be reduced because of shrinkage resulting 
from the reworking of blood plasma in the stockpile in order to restore 
its original effectiveness. 


Funps APPROPRIATED TO THE PRESIDENT 
TRANSLATION OF PUBLICATIONS AND SCIENTIFIC COOPERATION 


The committee recommends an appropriation of $5,100,000, in lieu 
of the language proposed in the estimate, for the purchase of foreign 
currencies to be used for disseminating scientific and technological 
information and supporting scientific activities overseas, as recently 
authorized by section 104 (k) as an amendment to the Agricultural 
Trade Development and Assistance Act of 1954 (Public Law 480, 83d 
Cong.). These funds were requested in Senate Document No. 110 
for supporting, through the use of foreign currencies available from 
the sale of surplus agricultural commodities, scientific and technical 
programs of United States agencies in foreign countries by the trans- 
lation of foreign publications and the conduct of cooperative scientific 
research between the United States and other countries. Under the 
coordination of the National Science Foundation, the committee 
understands that $1,200,000 is planned for use in the translation of 
foreign literature under contract for the agencies concerned, and that 
$3,900,000 is planned to be utilized by the Department of Agriculture 
for the support of scientific research abroad. 





Chapter VII 
INDEPENDENT OFFICES 
GENERAL SERVICES ADMINISTRATION 
PUBLIC BUILDINGS SERVICE 


The committee recommends the restoration of $2,000,000 of the 
House reduction of $2,600,000 in the additional amount for operating 
expenses of the Public Buildings Service, to provide a total amount 
of $5,800,000 for wage board increases, rental increases, and machine 
tool reserve increases, or a reduction of $600,000 from the estimate. 

The largest amount requested involves an increased program re- 
quiring the processing and storage during 1959 of some 5,000 general 
purpose tools to be taken into the National Industrial Equipment 
Reserve as they are released by the Department of Defense. The 
committee believes that such tools should be retained for mobilization 
readiness and not sold, and in providing the required space for their 
retention the committee expects the General Services Administration 
to use existing space insofar as practicable. 


Housinc AND Home FINANcE AGENCY 
FEDERAL HOUSING ADMINISTRATION 


The committee considered a supplemental estimate in Senate 
Document No. 110 for an increase of $100,000 in administrative 
expenses for the certified agency program and an increase of $4,500,000 
in nonadministrative expenses for the additional processing, inspection, 
and review work resulting from the increased number of applications 
for mortgage insurance as a result of new legislation. In lieu of the 
language proposed in the estimate, the committee recommends 
additional amounts of $100,000 for administrative expenses and 
$3,200,000 for nonadministrative expenses, as follows: 


In addition to amounts otherwise available dur ing the fiseal 
year 1959 for administrative and nonadministrative ELPENSes 
( f the Fede ral Tlousing Administration. not to exceed $100,000 
shall be available for administrative EL PENSses and not to exceed 
N35 ZOO OOO for nonadministrative EL Penses classi fue d by section 


? of Public Law 387, approved October 20 , 1949. 
INTERSTATE COMMERCE COMMISSION 


The committee recommends an additional amount of $300,000 for 
salaries and expenses of the Interstate Commerce Commission to 
provide for new regulatory duties and the loan program authorized 
by the Transportation Act of 1958, instead of the $500,000 requested 
in Senate Document No. 110. 


— 
os 
Oo 
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NATIONAL AERONAUTICS AND SPACE ADMiNISTRATION 


The committee considered a supplemental estimate in Senate Docu- 
ment No. 112 in the amount of $125,000,000 for space activities and 
functions to be undertaken by this new agency pursuant to the 
National Aeronautics and Space Act of 1958 (Public Law 85-568, 
approved July 29, 1958). In addition, $117,000,000 is to be provided 
by transfer from the Department of Defense and $294,000,000 will 
be used in 1959 by the Department of Defense on space activities 
which are primarily military in nature; for a total of $536,000,000 of 
1959 funds directly applicable to space programs. F urthermore, the 
committee understands the former National Advisory Committee for 
Aeronautics will continue to function as the research branch of the 
new agency and funds are available for that work in 1959 in the amount 
of $101,100,000. 

The committee believes that it will take some time to properly 
plan for this new agency, and accordingly recommends at this time 
appropriations in the following amounts, as compared to the estimates 
for new appropriations: 


Supplemental Amount 
estimate {recommended 





Salaries and expenses _- ~ ; airs ae $7, 000, 000 | $5, 090, 000 
Research and development : |} 70, 200, 000 | 35, 000, 000 
Construction and equipment- pate Sandie seis | 47,800, 000 | 35, 000, 000 
rel a ons 125, 000, 000 | 75, 000, 000 

| 


In the event additional funds are needed after the first of the vear, 
the committee will be glad to consider such request. In the meantime, 
the committee feels that planning for the space projects center can 
be deferred until a later submission. 


NATIONAL SCIENCE FOUNDATION 
SALARIES AND EXPENSES 


The committee recommends the restoration of $400,000, to provide 
the full budget estimate of $4,400,000 required to complete the funding 
for the National Radio Astronomy Observatory at Greenbank, W. Va., 
for a total cost of $9,530,000, including an 85-foot radio telescope and 
a 140-foot radio uennne with highly specialized electronic imstru- 
mentation and equipment. 


INTERNATIONAL GEOPHYSICAL YEAR 
The committee agrees with the action of the House in providing 


$2,500,000, a reduction of $450,000 from the estimate, for completing 
the funding for the United States International Geophysical Year 


program. 
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VETERANS’ ADMINISTRATION 
GENERAL OPERATING EXPENSES 


The committee recommends the restoration of $519,000, to provide 
the full budget estimate of $5,269,000 requested to provide for sub- 
stantial increases in the loan guaranty workloads due to the Emergency 
Housing Act of 1958. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


The committee recommends an additional amount of $450,000 for 
grants to the Republic of the Philippines, as requested by the supple- 
mental estimate in Senate Document No. 110, to provide for the 
revised program of hospital and medical care for veterans of the 
Philippine Commonwealth Army under the recent authorization 
extending the program for 5 years. 


SOLDIERS’ AND SAILORS’ CIVIL RELIEF 


As requested in Senate Document No. 110, the committee recom- 
mends an additional amount of $1,300,000 to be paid into this revolv- 
ing fund in order to make the refunds recently authorized as a result 
of a Supreme Court decision relating to reimbursements for premiums 
on life-insurance policies. 








Chapter VIII 


DEPARTMENT OF THE INTERIOR 
DEPARTMENTAL OFFICES 


OFFICE OF SALINE WATER 


Appropriation, 1958 $725, 000 
Appropriation, 1959 (regular act _ §25, 000 
Supplemental estimate (H. Doc. 394 530, 000 
House allowance 345, 000 
Committee recommendatior ; 345, 000 


1 


The committee recommends concurrence in the House allowance 
of $345.000 for the salaries and expenses of the Office of Saline Water. 
While the recommendation is a reduction of $185,000 in the supple- 
mental estimate the committee desires to call attention to the fact 
that the sum recommended and the Pe Seer pene a the 
regular act will provide for a total of $1,170,000 which is an increase 
of $445 OOO over the program for fisea I LO5S8. 

BE iallls ciptenenAct have ast been allocated te apecitic projects, 
however it is the view of the committee that no part of the increase 
should be used for administration and coordination. 


OFFICE OF MINERALS EXPLORATION 


Appropriation (to date p Non 
S ipplem« ntal estimate (S. Doc. 113 ‘ $5, 000, OOO 
House allow 1nce Not conside red 
Committee recommendation __—__- $4, 700, 000 


The committee recommends the allowance of $4,700,000 for the 
salaries and expenses of the Office of Minerals Exploration. The 
recommendation is a decrease of $300,000 in the budget estimate. 

Senate bill 3817, which has passed both Houses, of the Congress 
and is now awaiting the President’s approval, authorizes the Secre- 
tarv of the Interior to provide a program for the encouragement of 
exploration for minerals. The program authorized in this legisla- 
tion is similar to the program of the Defense Minerals Exploration 
Agency Which was authorized under the Defense Production Act 
Authority for the program under the Defense Production Act termi- 
nated on June 30, 1958. 

The estimate included $1,300,000 for administrative and technical 
services and $3,700,000 for financial assistance to participants. The 
reduction of $300,000 has been applied to administrative and technical 
services. 

The sum recommended will provide for substantially the same pro- 
gram level as the Defense Minerals Exploration Agency bad during 
fiscal 1958. 
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OFFICE OF OIL AND GAS 


Appropriation, 1958 ner eee ae ee $573, 550 
Appropriation, 1959 (Re gular Act) . .- toe ae 525, 000 
Supplemental estimate (S. Doc. 110) _-_- amie E 53, 500 
House allowance Se ee el Bete, we bcknewwnn INOy COnsICOrOU 
Committee recommendation 4 r = 18, 500 


The committee recommends the Hemuoett 18.500 for the ealueles 
and expenses of the Office of Oil and Gas. The funds recommended 
are required tor security checks for members of the National Defense 
Executive Reserve. The training of the members of this organization 
will involve the use of security information, therefore it will be neces- 
sary to obtain full-field investigations for each individual selected. 

The balance of the estimate—$35,000—was requested for three 
additional employees and related expenses for the administration of 
the voluntary oil import program. It is the view of the committee 
that this program can be administered by the existing personnel of the 
Office of Oil and Gas. Therefore, the committee recommends that 
the $35,000 be disallowed. 


Bureau oF LAND MANAGEMENT 


MANAGEMENT OF LANDS AND RESOURCES 


\ppropriation, 1958 ; ; . $22, 700, 000 
Appropriation, 1959 (Regular Act ait main: | ay LO ee 
‘e ipplemental estimates: 
H. Doe. 394 . $350, 000 
S. Doe. 110 . a E 650, 000 
1, 000, 000 
Hlouse allowance a at Shes 200, OOO 
Committee recommendation : 885, 000 


The committee recommends the allowance of $885,000 for the man- 
agement and protection of lands under the jurisdiction of the Bureau 
of Land Management. The funds recommended are for the follow- 
ne purposes: 

Tn rease v7 applications for orl and gas leases in Alaska, $270,000 
The committee recommends the allowance of the $270,000 requested 


in the supplemental estimate submitted in House Document 394 for 
the processing of the largve number of applic: ations for oil and eas leases 

\laska. The sum recommended is an increase of $70,000 over the 
House allow: ce for this purpose. It is the view of the committee 
that it isin th nterest of t ‘Government to proceed with the ] process- 
ine of these aiblinktbnaa wh awake teal will proveat the ecoamaten 
0 ibstantial backlog 

A hay echood activities, $615,000—The act granting Alaska 

hood autl! izes the State to select in excess of 103 million acres 

of pubhe lands over a 25-year period. The regular budget did not 
include any funds for work required under the terms of this act. It 
is the view of the committee that $615,000—the sum requested- 
should be appropriated for the initiation of the — surveys and 
examinations involved in the selection of these lands 


The committee recommends that the $80,000 requested in House 
Document 394 for increased professional salaries and the $35,000 re- 
quested in Senate Document 110 for administration be disallowed. 


It is the view of the committee that these items can be absorbed within 


S. Rept. 2350, 85-2 
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the funds provided in the regular act without any curtailment of 
planned programs. 


BurEAU OF INDIAN AFFAIRS 
ROAD CONSTRUCTION AND MAINTENANCE 


(LIQUIDATION OF CONTRACT AUTHORITY) 


Appropriation, 1958___. ; $12, 000, 000 
Appropriation, 1959 (regular act 8, 000, 000 
Supplemental estimate (H. Doe. 394) __- ‘ 4, 000, 000 
House allowance : a 1, 500, 000 
Committee recommendation _ aes ; 4, 000, 000 


The committee recommends the allowance of the budget estimate 
of $4,000,000 for the liquidation of contracts entered into pursuant 
to contract authority in the Federal-Aid Highway Acts for the con- 
struction and maintenance of Indian roads and trails. The sum 
recommended is an increase of $2,500,000 over the House allowance. 

It is the view of the committee that the sum recommended is re- 
quired to finance the $12,000,000 program authorized in the Federal- 
Aid Highway Act for fiscal year 1959. This recommendation is in 
accord with the action of the committee on this appropriation in the 
Department of the Interior and Related Agencies Appropriation Act, 
1959. In reporting this bill the committee stated in its report (S. 
Rept. No. 1479) 


The committee recommends concurrence in the House 
action of not allowing the provision submitted in the budget 
rescinding $3,622,000 of the contract authority available for 
fiscal 1959. Inasmuch as the Department has announced its 
intention to proceed with the full authorized program of 
$12,000,000, the committee expects a supplemental estimate 
to be submitted for the necessary funds to finance such a 
program. 

It is the view of the committee that contract authority for fiscal 
year 1960, which under the terms of the Federal-Aid Highway Act of 
1s 958 is available for obligation in fiscal 1959, should not be obligated 
in fiscal 1959. 

GEOLOGICAL SURVEY 


SURVEYS, INVESTIGATIONS, AND RESEARCH 


ORS ORION SDs ie oo oc cece ncn ceases ee _... $35, 850, 000 
Appropriation, 1959 (regular. act) - PN i at ne ly eres Since aaa 36, 915, 000 
Supplemental estimate (H. Doc. 394)___---_- NI tie ah tes adhd, 3, 983, 000 
House allowance___-_-- is eae ARS Sh OE Sk ore ena ere 1, 500, 000 
Committee recommendation_..--......------------------------ 2, 483, 000 


The committee recommends the nize of $2,483,000 for the 
surveys, investigations, and research programs of the Geological 
Survey. The funds recommended are for the following purposes: 

Long-range minerals program, $1,500,000.—The committee recom- 
mends concurrence in the House allowance of $1,500,000 for this 
program. The sum recommended is a reduction of $1,500,000 in the 
supplemental estimate submitted in House Document 394. It is the 
view of the committee that the sum recommended, the funds ap- 
propriated in the regular act, and the substantial sums that will 
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be available by transfer from other agencies will provide for an 
adequate program. 

Increased salaries for scientists and engineers, $983,000.—The 
committee recommends the allowance of $983,000 to cover the 
increased salaries of scientists and engineers that have been granted 
by the Civil Service Commission under the provisions of section 803 
(a) of the Classification Act of 1949. In this instance the total 
amount involved is of such an amount that the committee feels that 
it cannot be absorbed without a serious curtailment of planned 
programs. 

Bureau oF MINES 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


RCE: VIE iin dvknatontinw anid nae au twa minde eaaee $18, 489, 000 
Appropriation, 1059 (rewuia? Ae). <<< 62 woes én cus cdescesnnatcen 18, 339, 000 
Supplemental estimate (it. 1200, 094). on.csenncndcecuwnsnscae=s 2, 850, 000 
PPOUNG BOWED. coco Womuced eu wan keen Lbs ee o eu emacnswe 1, 250, 000 
Committee recommendation __._....-----------------.-------- 1, 350, 000 


The committee recommends an appropriation of $1,350,000 for this 
appropriation. The funds recommended are for the following pur- 
poses: 

Long-range minerals program, $1,000,000.—The supplemental esti- 
mate included $2,500,000 for this program, and the committee rec- 
ommends the allowance of $1,000,000. The recommendation is a 
reduction of $250,000 in the House allowance for this purpose. It is 
the view of the committee that the funds recommended, the funds in 
the regular act, and funds that will be available from other agencies 
by transfer will provide for an adequate program. 

Increased salaries for scientists and engineers, $350,000.—The com- 
mittee recommends the allowance of the $350,000 requested to cover 
the increased salaries of scientists and engineers that have been granted 
by the Civil Service Commission under the provisions of section 803 
(a) of the Classification Act of 1949. As was the case with respect 
to the Geological Survey, the committee feels that the sum involved 
is too great to be absorbed. 


HEALTH AND SAFETY 
AVGPONTAON: UObts cscs ae oa ote nuteeewsmeaSeteSancuambeecens $5, 900, 000 
ADOTOOTIAWON, 19500 (PORUIEL BCL). cance dadenncdudaunsudnmeueene 5, 900, 000 


punplomental eatimate Ci, 1900, S04) oo < cc osew i cetcasecesnsace 50, 000 
EEGUSG HINO RROO 58 ems al dss wee cha ee bbw nceekceseabeceeNe None 
Committee recommendation... - oh Ring ie thé aRaiatae eth ea waes None 


The committee recommends concurrence in the House action of 
disallowing this supplemental estimate of $50,000. These funds are 
requested to meet the increased pay costs of scientists and engineers 
pursuant to action by the Civil Service Commission pursuant to 
section 803 (a) of the Classification Act, as amended. 

It is the view of the committee that this amount can be absorbed 
without any substantial reduction in planned programs. 


CONSTRUCTION 


Appropriation, 1958__-_- -- midi estas ala eats $23, 000 
Appropriation, 1959 (regular act 7 aa ; 1, 719, 000 
Supplemental estimate (H. Doc. 394 sso ss aan myn ey ares 


House allowance ; es __.__. 10, 905, 000 
Committee recommendation ie Gh. Sate etwas Ss sities _ 10, 905, 000 
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The committee recommends concurrence in the House allowance 
of $10,905,000 for the construction program of the Bureau of Mines. 
The funds recommended and $1,120,000 available from oo vear 
appropriations will provide $12,025,000 for the construction of a new 
helium production plant in the vicinity of Keyes, Okla., saa the 
necessary funds (not to exceed $150,000) for the preparation of plans 
and specifications for an additional research facility at the Bartles- 
ville, Okla., Petroleum Experiment Station. 

The balance of the estimate, $375,000, was requested for the con- 
struction of an administrative, engineering, and service on at 
Amarillo, Tex. It is the view of the committee that this buil ling 
can be deferred. This recommendation is in accord with the action 
of the House on this item. 


NATIONAL PARK SERVIC 


MANAGEMENT AND PROTECTION 





Appropriatio ie LY5S8 Ss] } 13 57, OLOVU 
Appropriation, 1959 (regular act 14, 632, 000 
Supplemental estimat H. Doc. 394 S8&. OOO 
House allowances 1 None 
Committee recommendatio 2 50, 000 
1 The House bill include m authorizing the use of funds appropriated for fiscal 1959 to pay 
obligations that were in I in f 1 1957 and 1958 
And in addition the committee recommends the inclusion of a prov n authorizing the use of unobli- 
gated balances ay ible in this appropriation for fis« y 1957 and 8 to | ( gations that were 
incurred in tl 


The committee recommends the allowance of $50,000 for this 
appropriation. The funds recommended are for archeological investi- 
gations and salvage . ee reservoir area to be created by the con- 
struction of the Walter F. George Dam and Lock on the Chattahoochee 
River in Georgia. Th recommendation is in accord with the policy 
of the committee of providing adequate funds for this purpose when 


areas of historical significance are to be inundated by the ¢ onstruction 


of a Federal] project 
The supplemental estimate included $77,000 for reimbursement. to 


s “ay 1 1 . r ’ 1 
District of Col WI iO] benefit Dé vments made to or ior Federal 
, 4] _ " i } 1 9 
employees under the provisions of the Policemen’s and Firemen’s 
1 .* . rv ? } 
Retirement and Disability Act. ihe committee aoes not recommend 
any iunds Ss purpo do recomme! 1 | inclusion OF a 
ro 1O j riz 0 Liie ri pmsrinne oO at 57 
I i Ld : i i ‘ 
} ‘ = . 
and 1958 appropriations to pay the costs incurred for those vears 
4] : 1 4 ° } . . | 
It Is Lhe view Ui Lhe committee Lhat it ahiltiOu | | OolVved ior { 
: : . 
current veal a be absorbed without any PIOUS { ect on planned 
progerTaliis. 
i 
r ] kaw { ] : cae oa oe 1 Taree oe os aus } 
The supplemental estimate aiso eluded ait VOU ITO! e 1necreased 
aiaries OL certain profession al iovyees., | COMMILtee hot 
, ] } . . l ] 
recommended v funds for thi es se t feels this small ( 
be abso 
| { ii 
Ap] rop ) 1O58 . 7. 100. OOO 
Appropl! ym, 1959 (a ar a 20. 000, 000 
Supplemental estimat H. Doe. 394 1, 200, 000 
House allowance None 
Committee recom! lation 200, OOO 





SUPPLEMENTAL APPROPRIATION BILL, 1959 21 


The committee recommends the allowance of $200,000 for the 
construction program of the National Park Service. The funds 
recommended are for the following purposes: 

Land acquisition, $100,000.—The committee recommends the allow- 
ance of $100,000 for the acquisition of additional lands in those areas 
under the jurisdiction of the National Park Service that will be in- 
volved in the coming Centennial Celebration of the Civil War. 

International Peace Garden, North Dakota, $100,000.—The com- 
mittee recommends the allowance of $100,000 for the construction of 
additional facilities at the International Peace Garden in North 
Dakota. Legislation—S. 765—is pending to increase the statutory 
authorization for this project, and the committee recommends the 
inclusion of a provision providing that these funds shall be available 
only if this legislation is enacted into law. 

The committee recommends concurrence in the House action of 
disallowing the request of $1,200,000 for the acquisition of additional 
land for the proposed District of Columbia stadium. It is the view 
of the committee that the Government-owned land in the general 
area for the proposed stadium is more than adequate for the stadium 
and related purposes. 


CONSTRUCTION (LIQUIDATION OF CONTRACT AOTHORIZATION ) 


\ppropriation, LO58 $31, 000. 000 
(Appropriation, 1959 (regular act) 22 000, 000 
Supplemental estimate (H. Doe. 394 10, 000, 000 
House allowance None 
Committee recommendation 10, 000, OOO 


The committee recommends the allowance of the supplemental 
estimate of $10,000,000 for the liquidation of contracts for the con- 
struction of roads and parkways entered into pursuant to contract 
authority in the Federal-Aid Highway Acts. 

It is the view of the committee that the sum recommended is re- 
quired to finance the $32,000,000 program authorized for fiscal year 
1959. ‘This recommendation is in accord with the action of the com- 
mittee on this appropriation in the Department of the Interior and 
Related Agencies Appropriation Act, 1959. In reporting this bill tne 
committee stated in its report (S. Rept. 1479): 


The committee recommends concurrence in the House 
action of not allowing the provision to rescind $6,667,000 of 
the contract authority available for fiseal 1959. Inasmuch 
as the Department has announced its intention to proceed 
with the full authorized program of $32,000,000 the com- 
mittee expects a supplemental estimate to be submitted for 
the necessary funds to finance such a program. 


Itis the view of the committee that no part of the contract authority 
for fiseal year 1960 should be obligated in fiseal vear 1959. 
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Fish AND WILDLIFE SERVICE 
BUREAU OF SPORT FISHERIES AND WILDLIFE 


MANAGEMENT AND INVESTIGATION OF RESOURCES 


PO OUT TOS | ° - Saa a e ee y o Sel eee ns, CD eae eae 
Appropriation, 1959 (regular act)_..__._----- eh was ccccece 14,616,000 
Supplemental estimate (H. Doc. 394)____.---_----- te pas ome 325, 625 
NINN RUNNIN ro io Er ean sei biisihe (1) 

Committee recommendation. _........................-. a 2 125, 000 


1 The House bill includes a provision appri opris ating $300,625 from the proceeds of the June 7, 1958, sale of 
sealskins and other products from the Pribilof Islands. 
? And in addition $300,625 to be derived from the rece ipts from the sale of Pribilof Island receipts, 


The committee recommends the allowance of $125,000 for the 
initiation of a research program on the effects of wide-scale usesof 
pesticides and herbicides on wildlife resources. Such a program was 
authorized by Public Law 85-582. It is the view of the committee 
that the sum recommended is adequate to get the program started in 
fiscal 1959. 

The committee recommends concurrence with the House provision 
appropriating $300,625 of the receipts from the sale of Pribilof Islands 
products for the programs financed from this appropriation. The 
regular act provided that 12% percent of the proceeds from the sale 
of such products covered into the Treasury during the next preceding 
fiscal year shall be available for these programs. Due to a strike 
involving the employees of the firm that conducts the sale there was 
a delay and the funds were not deposited until after June 30. The 
provision included in the House bill carries out the intent of the pro- 
vision in the regular act. Therefore, the committee recommends the 
appropriation of receipts and disallowance of the requested direct 
appropriation of $300,625. 

The balance of the supplemental request—$25,000—was requested 
for two additional employees and related expenses to strengthen 
management of Alaskan wildlife refuges. It is the view of the com- 
mittee that this amount can be absorbed without any curtailment in 
planned programs. 


BUREAU OF COMMERCIAL FISHERIES 


MANAGEMENT AND INVESTIGATION OF RESOURCES 


Appropriation, 1958____- eee : Sees _... $5, 781, 000 
Appropriation, 1959 (re cular act) Becher abt cs ees ---- 5, 866, 000 
Supplemental estimate (H. Doc. NN ean ee 425, 625 
ouee Bllowance.......-.--<...=.. cgi Herein ete ns RanciGn ede esaan es 1 85, 000 
Committee recommendation______..______-_- Rl ta a a 1 $5, 000 


1 And in addition $300,625 of the receipts from the June 7, 1958, sale of Pribilof Islands products, 


The committee recommends the allowance of an appropriation of 
$85,000 for this appropriation and the appropriation of $300,625 of the 
receipts from the sale of Pribilof Island rece pts. The purpose of this 
appropriation of receipts is explained under “Bureau of Sport Fisheries 
and Wildlife, management and investigation of resources.”’ 

The supplemental estimate included $125,000 to finance for approxi- 
mately 6 months inspection and certification services pertaining to fish 
and shellfish that have recently been transferred to this agency. It is 
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anticipated that these services will be operated on a self-financing 
basis. It is the view of the committee that the House allowance of 
$85,000 is adequate to get the program underway. 


ALASKA INTERNATIONAL Ratt AND HiGHway CommMIssION 


BmNGINtIGn U0 GOON soca 32. ooo oon Cte eee ce waa ccenune nase $60, 000 
Sunnpromonta: estimate (8. Doc. 110)... 6 5.226 sc ccceecesewucs 240, 000 
PIER END. 5 oc oe ee Scapa eas wake oiewaeeeee ues Not considered 
Committee PeOOMINCRUGHGR. 6a isc oie hi Sidr centein Swain 240, 000 


The committee recommends the allowance of the supplemental 
estimate of $240,000 for the salaries and expenses of the Alaska 
International Rail and Highway Commission. Public Law 85-601 
extended the life of the commission and increased the statutory 
authorization. The recommendation of the committee is in accord 
with the provisions of this act. 


HistorIcAL AND MEMORIAL COMMISSIONS 


BOSTON NATIONAL HISTORIC SITES COMMISSION 


Appropriation to date $40, 000 
Supplemental estimate (S. Doe. 110 20, 000 
House allowance Not considered 
Committee recommendation «She 20, 000 


The committee recommends the allowance of the supplemental 
estimate of $20,000 for the expenses of the Boston National Historic 
Sites Commission. The sum recommended is in accord with the 
provisions of Public Law 85-499 extending the life of the commission 
and increasing the authorization. 


CIVIL WAR CENTENNIAL COMMISSION 


Appropriation to date : _ $37, 000 
Supplemental estimate (H. Doc. 394) - 63, 000 
House allowance 1 63, 000 
Committee reeommendation ; 1 63, 000 


1 And in addition the unobligated balance of $14,652 of the 1958 appropriation is continued available. 


The committee recommends the allowance of the budget estimate 
of $63,000 for the expenses of the Civil War Centennial Commission. 
The committee also recommends concurrence with the House pro- 
vision continuing available the unobligated balance of $14,652 of the 
1958 appropriation. ‘The recommendations of the committee are in 
accord with the House action with respect to this agency. 


HUDSON-CHAMPLAIN CELEBRATION COMMISSION 


Appropriation to date None 
Supplemental estimate- - None 
House allowance : None 
Committee recommendation $50, 000 


The committee recommends the allowance of $50,000 for the ex- 
penses of the Hudson-Champlain Celebration Commission. This 
commission was created by Public Law 85-614, and the reeommenda- 
tion of the committee is in accord with the provisions of this act. 
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LINCOLN SESQUICENTENNIAL COMMISSION 


Appropriation to date $37. 500 
Supplemental estimates 
H. Doc. 394_ _- $142, 000 
S. Doe. 110 600, 000 
742, 000 
House allowance 142, 000 
Committee recommendation . 642, 000 


The committee recommends an appropriation of $642,000 for the 
salaries and expenses of the Lincoln Sesquicentennial Commission, 

Senate Document No. 110 included an estimate of $600,000 for 
special projects to be undertaken by the Commission. The com- 
mittee recommends $500,000 for this purpose. The balance of the 
recommendation—$142,000—is for the general expenses of the 
commission. 

The committee has not provided any funds for entertainment 
expenses. It is the view of the committee that Federal funds should 
not be provided for such expenses. In taking this action the com- 
mittee calls attention to the fact that under section 4 (a) of the 
authorization act (71 Stat. 589) the Commission is authorized to 
accept donations which could be used for entertainment. 


NATIONAL CAPITAL PLANNING COMMISSION LAND ACQUISITION 


Appropriation, 1958____- $1, 393, 000 
Appropriation, 1959 (regular act) - None 
Supplemental estimate (H. Doc. 394) -- 2, 000, 000 
House allowance__- None 
Committee recommendation None 


The committee recommends concurrence in the House action of 
disallowing the supplemental estimate of $2,000,000 for the acquisi- 
tion of lands for the construction of the George Washington Memorial 
Parkway. This portion of the parkway would run from the District 
of Columbia line to Fort Washington on the Maryland side of the 
Potomac River. 


OUTDOOR RECREATION RESOURCES REVIEW COMMISSION 


Appropriation to date =a se None 
Supplemental estimate S. Doc. 110 S1LOO, OOO 
House allowance__- ‘ : Not considered 
Committee recommendation 5 oak ‘ None 


The committee recommends the disallowance of the budget estimate 
of $100,000 for the salaries and expenses of the Outdoor Recreation 
Resources Review Commission. Inasmuch as all of the members of 
the Commission have not been appointed it is the view of the com- 
mittee that funds for the work of the Commission should be deferred. 
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SMITHSONIAN INSTITUTION 


SALARIES AND EXPENSES 


Appropriation, 1958__- Jee _.. $6, 000, 000 
Appropriation, 1959 (regular act) - sce tp eens 
Supplemental estimate (H. Doc. 394) - -- ihre se 52, 800 
House allowance___. re he s ee eS 52, 800 
Committee recommendation - - - ahs te Ce ee ia 2 52, 800 


The committee recommends concurrence in the House allowance of 
the supplemental estimate of $52,800 for the salaries and expenses of 
the Smithsonian Institution. These funds are required to meet wage- 
board increases granted to certain employees granted on May 18, 1958. 


VirGIN ISLANDS CORPORATION 


UTHORITY TO BORROW FROM THE TREASURY 


(Authority granted to date . None 
Supplemental estimate (borrowing authority) $1, 500, 000 
House allowance _. Not considered 
Committee recommendation None 


Senate Document No. 110 included a provision authorizing the 
Virgin Islands Corporation to borrow $1,500,000 from the Treasury 
for the construction of a distillation plant for the conversion of saline 
water. Legislation is pending to authorize the construction of such 
a facility. 

[t is the view of the committee that action on this proposal should 
be deferred until the Secretary of the Interior has adequate time to 
make a study of the technical and economic factors involved. 


S. Rept. 2350, 85-2——4 








Chapter IX 


DEPARTMENT OF LABOR 
OFFICE OF THE SOLICITOR 


SALARIES AND EXPENSES 


1958 appropriatio ea aes ote ea ase ea BA act .. $2, 321, 000 
1959 regular appropriation____......_..____~-- i SP a Sa a St 2, 321, 000 
Supplemental estimate - _ - ee J ede oe ao 110, 000 
House allowance rere ected ee ate eB coe c bile 22 - 110, 000 
Committee recommendation - - _- aoe es : ‘ 110, 000 


The committee recommends approval of the full budget estimate to 
provide additional funds to finance the wage determination respon- 
sibilities of the Department in connection with federally financed or 
assisted construction. 

The original estimate for fiscal year 1959 contemplated the require- 
ment for some 34,000 wage determinations; the current estimated 
requirement is 40,000, an increase of 18 percent, principally for 
projects in the Interstate Highway System, for projects of the armed 
services, and for Federal airport projects. 


BuREAU OF EMPLOYMENT SECURITY 


SALARIES AND EXPENSES 


1958 appropriation : F Bae oe 2 $5, 958, 000 
1959 regular appropriation ait : 4 fe _ 6, 219, 000 
Supplemental estimate ; ir 347, 000 
House allowance —- i J 300, 000 
Committee reeommendation _ - ; 300, 000 


The committee recommends approval of the House allowance, a 
reduction of $47,000 from the estimate, restoration of which was not 
sought by the Department. 

The regular estimate for fiscal vear 1959 contemplated a workload 
of insured unemployment of 2 million. The actual workload for 
fiscal year 1958 was an average weekly insured unemployment of 


2,204,000; in July 1958, the estimated figure was approximately 2.5 


million. This allowance should enable the Bureau to handle a work- 
load of 2.7 million on an annual average. 


GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOY- 





MENT SERVICE ADMINISTRATION 
1958 appropriatic 4292, 814, 000 
1959 regular appr ypriation 305, 000, OOO 
Supplemental estimate 10, 600, OOO 
House allowanc 20. 600. 000 
Committee recommendation 20, 600, 000 


The committee recommends no increase for this item, and none was 
sought by the Department. However, the committee is convinced 
that there should be an adjustment in the amounts approved by the 
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House for the base appropriation and the amount approved for 
the contingency fund, and the basic workload figure which, if 
surps assed, will make available grants from the contingency fund. 

The Congress provided in the regular 1959 bill a total ¢ appropriation 
of $305 million, of which $295 million was for the basic grants and 
$10 million was for the contingency fund. The House has included in 
this bill an additional $20,600,000, of which $10,600,000 is for the basic 
grants, making a total of $305,600,000, and $10 million is for the 
contingency fund, making a total of $20 million, available for an 
increased claims workload only in excess of 2.9 million. 

Department officials stated that the estimate that insured unemploy- 
ment would average 2.9 million a week may be high in the lght 
of recent events. During the month of July insured unemployment 
averaged approximately 2.5 million, a reduction of 100,000 under the 
preceding month, and for the week ended July 26, the latest for 
which data are available, the figure was 2,389,400. In view of current 
conditions, the committee believes that rather than forecast insured 
unemployment workloads, the budget should be based on fiscal year 
1958 experience. 

In fiscal year 1958 insured unemployment averaged 2.2 million a 
week and the State employment security administrative expenditures 
are estimated at $295 million. To this amount there needs be added 
$6.4 million for the known increased costs of postage, rents, and 
so forth, making a comparable base budget for 1959 of $301,400,000, 
sufficient to handle an average insured unemployment of 2.2 million 
a week. The committee has allowed the balance of $24,200,000 for 
the contingency fund—$14.2 million in this bill and $10 million in 
the regular bill. 

In summary, the action of the committee reduces the base appro- 
priation by $4,200,000 and increases the contingency fund by the same 
amount, and the base appropriation is provided for a workload of an 
average insured unemployment of 2.2 million a week. The total funds 
prov ided of $325,600,000 will be sufficient to handle an avera ge insured 
unemployment workload of 2.7 million a week based on present 
cost levels. 


UNEMPLOYMENT COMPENSATION FOR VETERANS 


1958 appropriation : $76, 800, 000 
1959 regular appropriatio 19, 000, 000 
Supplement: I esti mate 37, 700, 000 
House allowance oe 37, 700, 000 
Committee recommendation _— —__ 37, 700, 000 


There was paid to veterans in the last fiscal year for unemployment 
compensation benefits as authorized by title IV of the Veterans’ 
Readjustment Assistance Act of 1952, a total of $74,292,136, averaging 
in excess of $6 million a month. The additional amount contained 
in this bill together with the regular appropriation will make available 

$56,700,000 for the vear, or a monthly average of $4,725,000. 

This allowance is estimated to be sufficient for the year under the 
present law under which the number of possible beneficiaries declines 
beginning July 26, 1958. There is a bill, however, pending in the 
Congress to extend eligibility and its passage and approval will 
necessitate the appropriation of additional funds. 
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UNEMPLOYMENT COMPENSATION FOR FEDERAL EMPLOYEES 


1958 appropriation : $54, 400, 000 
1959 regular appropriation 27, 800, 000 
Supplemental estimate 36, 300, 000 
House allowance___- 36, 300, 000 
Committee recommendation ; 36, 300, 000 


There was paid as unemployment compensation benefits to Federal 
employees in the last fiscal year as authorize d by title XV of the Social 
Security Act, as amended, a total of $52,437,181, averaging in excess 
of $4.3 iinw amonth. During the last quarter of the fiscal year the 
payments averaged in excess of $5.5 million a month. 

The additional amount here recommended will provide $64.1 million 
for the vear, during which it is estimated there will be filed 210,000 
initial claims, a slight increase over the 203,000 filed in fiscal year 
1958. The average weekly benefit amount to be paid is estimated at 
$30, rather than $28.50 as contemplated in the regular estimate; and 
the average duration of benefits is now estimated at 11 weeks, rather 
than 7.8 as contemplated in the regular estimate. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
GALLAUDET COLLEGE 


SALARIES AND EXPENSES 


1958 appropriation $730, OOO 
Supplemental estimate 15, 000 
1959 regular appropriation S15, 000 
Supplemental estimate 32, 300 
Committee recommendation 19, OOO 


The committee approves the full amount requested of $47,300 to 
provide $15,000 for payment of retroactive pay increases granted by 
adminisirative action for fiscal vear 1958, and $32,300 to meet the 
increased pay cosis in the current fiscal vear. 

Gallaudet College is not a Federal institution but derives its major 
support from Federal appropriations, and the Congress has heretofore 
made similar provision to make available additional funds for salary 
increases compare able to those authorized for Federal emplovees. 

The committee has also added $1,700 to enable the college 10 pay 
the travel and per diem expenses of public members of the board of 
directors in connection with any authorized and necessary travel on 
official business. 

Howakpb UNiversirys 


ALARIES AND EXPENSES 


1958 appropriation S3. SOO, OOO 
Supplemental estimate 182, 500 
1959 regular appropriation 3, 953, 700 
Supplemental estimate 396, 600 
Committee recommendation 579, 100 


ihe committee approves the full budget estimate of $579,100 to 
provid e $182,500 for payment of retroactive pay increases ors anted by 
administrative action for fiscal year 1958, and $396,600 to meet the 
increased pay costs in the current fiscal vear. 
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Howard University is not a Federal institution but derives its major 
support from Federal appropriations, and the Congress has heretofore 
made similar provision to make available additional funds for salary 
increases comparable to those authorized for Federal employees. 


Pusitic HraLTH SERVICE 
ASSISTANCE TO STATES, GENERAL 
1958 a ppropri ition F aA a tit at A oe ia in Naren tk oe ree Ee $22, 592, 000 


1959 regular appropriation _- a ee Sayeee 22, 889, 000 
Committee recommendation Esaki fal ate lars , 000, 000 


Public Law 85-544, approved July 22, 19% 958, provides an dierte 
tion for an appropriation of $1,000 000 to enable the Surgeon General 


to make grants-in-aid for provision in public or nonprofit schools of 
public health of comprehensive soteaulets il training, specialized con- 


sultive services, and technical me ince in the field of. public health 
The authorization is limited to a period of 2 years, fiscal years 195 9 
and 1960. 

The committee recommends approvi al of $1 000,000 for the purpose, 
for which it had requests from State public health officials, from the 
Association of Territorial and State Health Officers and from the 
Association of Schools of Public Health. There is a serious deficit in 
the number of public health personnel—in 1956, 30 percent of the 
budgeted public health positions in the country were vacant. ‘The 
funds would be apportioned among the 11 schools of public health, 
two-thirds of it on the basis of federally sponsored students, and 
one-third divided equally among the schools. 


MILITARY PAY INCREASES 


Buraplonientad’ eatlniabe __ $2, 270, 000 
House allowance : o< None 
Revised timate £ ; ahi 634, 000 
Cx mittee recommendation. -— ad - cs 634, GOO 

The original supplemental estimate, ebeniabedl: prior to final action 


on the regular 1959 bill, contemplated niaioenad needs in 19 sere 
priation accounts to provide funds for the payment of military pay 
to commissioned officers of the Service. Certain increases 
were earmarked in the regular bill for this purpose for 10 accounts, 
and for another a substantial increase was provided out of which the 
additional costs ca n be absorbed. 

But for eight of the accounts, absorption would result in curtailment 
of program and in a number of them would vitiate the increased pro- 
gram contemplated by modest increases voted in the regular bill. 
To cite one, $125,000 was added in the regular bill for “Foreign quar- 
antine activities” to provide more adequate quarantine inspection 
coverage of international airports, the St. Lawrence seaway and the 
Mexican border. The military pay increases applicable to this 
account total $59,000 for the year and the absorption of such a sum 
would make it impossibl ‘to provide the additional services directed 
by congressional action on the regular bill. 


MCcreases 
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The committee recommends the approval of $634,000, the revised 
estimate of the Department, for the 8 accounts in which absorption 
of the costs of these pay increases would seriously handicap programs. 


Saint Evizanerus Hospirat 
SAI RIES AND EXPENSES 
1Yod a ropriath 53, O85, SOO 
59 re r appropri », 154, 000 
Supplemental « mate 22. OOO 
House allowance ; 32. 000 
Committee reeomm«e tion : 2 000 


e board hourly rate increases approved and eranted in April to 
employees serving in prevailing rate system positions will i 


Wag 


inecrease the 


1 
operating costs of the hospital by an estimated $162,000 over the 
amounts budgeted and provided by Congress in the 1959 regular bill. 
Approximately 80 percent—S$150,000 of the additional funds will 
be derived by reimbursements for patient eare and the balance of 


$32,000 is recommended as the Federal share of this added cost. 
SocraL SecuriIry ADMINISTRATION 


LIMITATION ON SALARIES AND EXPENSES, BUREAU OF OLD-AGE AND 
SURVIVORS INSURANCI 


1958 appropriatio1 ’ a S138, 690, 000 
1959 regular appropriation __ ate 1338, 300, OOO 
Supplemental estimate : ‘ ons 5, 831, 000 
House allowance ate ena : ; 5, 831, 000 


Committee recommendation : ema aie ae 5, 831, 000 

The committee approves the full amount requested, $5,831,000 (to 
be derived by transfer from the OASI trust fund), because of the 
revised estimate of an increase of 200,000 in the number of claims to be 
filed during the year, and the increase of some 300,000 in the number 
of beneficiaries to be maintained on the rolls as a result of higher claims 
receipts in fiscal years 1958 and 1959. 

There is also included in this item authority to permit the Com- 
missioner of Social Security to make temporary appointments ot 
hearing examiners under strict qualification standards to assist in 
handling a backlog of approximately 14,000 cases. 


OFFICE OF THE SECRETARY 


SALARIES AND EXPENSES, OFFICE OF FIELD ADMINISTRATION 


1958 appropriation__ Sion ee ; _ $3, 000, 000 
1959 regular appropriation . a : 3, 060, 000 
Supplemental estimate - - eed. i ‘ - 18, 0OO 
House allowance a , . : s ; 18, OOO 
Committee recommendation m See aa 18, 000 


The committee concurs in the House action allowing the full esti- 
mate, to be derived by transfer from the OASI trust fund, to process 
the anticipated expanded workload contemplated by the revised esti- 
mate for OASI field personnel, serviced by the regional office business 
management staff 


2 
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UNITED STATES SOLDIERS’ HOME 


LIMITATION ON OPERATION AND MAINTENANCE AND CAPITAL OUTLAY 


1958 appropriation <a ce 5 cinhinicsas cute ee 
59 re rular i} pro} riatior a : b rs = 5, 299, 500 
penne: Saree te . . ate 232, 000 
H e allowant Bat At Kies evi aera 232, 000 
( mmittee recommendatio!1 ha Be i. BS lt ea Bee 232, OOO 


The committee approves the full budget estimat , tO be derived by 
transfe r from the Soldie rs’ Home trust fund, ai hich $107,000 is 
needed to meet increased pay costs resulting from wage board increases 
effective in \pril, and $125,000 is for the preliminary plans for a domi- 
ciliary building estimated to be needed to house the constantly in- 


creasing membership of the home. 








Chapter X 
LEGISLATIVE BRANCH 


SENATE 


yn 
7 


To provide the necessary funds to finance the Committee « 
Aeronautical and Space Sciences authorized by Senate Resolution 3: 
agreed to on July 23, 1958, the committee recommends the following 
amounts: 

Committee employees Z $102, 160 
Inquiries and investigations conducted pursuant to sec. 134 (a) of 

Public Law 601, 79th Cong- 10, 000 

Stationery for Committee__-_- : 300 


CONTINGENT EXPENSES OF THE SENATE 
COMMITTEE ON RULES AND ADMINISTRATION 
The committee recommends that the sum of $200 be appropriated 
for compiling, preparing, and indexing material for the Senate Manual, 


which amount may be paid as additional compensation to any em- 
ployee of the United States. 


VNQUIRIES AND INVESTIGATIONS 


The committee also recommends an item of $73,000 for ‘Inquiries 


and investigations’’ for the fiscal vear 1958. 
MISCELLA OUS ITEM 


The committee recommends an appropriati n of $50,000 for ‘‘Mis- 


cellaneous items, 1958,” to be derived by transfer from thi appropria- 
. dé . iT 1 | 4 c 7 : ( ~ 
tion Salaries, officers and employees of the senat¢ fiscal year 1958. 
T ] 
HH rT Oy} ii S Ty 
T+ 3 ry? } 1 hy +} > t tf + rs t 1] \ y r ly rf 
it is recommended DY the committee that the tollow) amendmen 


be added to the bill: 


EXTENSION OF ADDITIONAITI ENATE OFFIC] BUILDIN( 

The committee recommends an appropriation of $625,000 to enable 
the Architect of the Capitol to carry out the provision of Public Law 
85-591 relating to the acquisition of property in square 725 in the 
District of Columbia. 

GENERAL PROVISION 


Che committee has mserted in Lie bill &@ language provision to 


] 


authorize the use of foreign currencies owned or controlled by t 


United States for travel expenses ol membi 's ana emplovees ol 


the Spe cial (‘ommittee on Opace i nd Ast ronautics of tiie Senate. and th 


32 
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Select Committee on Astronautics and Space Exploration of the House 
of Representatives, as follows: 
Subsection (b) of Section 502 of the Mutual Security Act of 
1954, as amended, is amended as follows: 
‘““* After the words ‘House of Representatives’ the first time 
they appear, insert ‘and the Select Committee on Astronautics 
and Space Exploration of the House of Representatives and the 


>’ 9) 


Special Committee on Space and Astronautics of the Senate’. 


S. Rept. 2350, 85-2 





Chapter XI 
ATOMIC ENERGY COMMISSION 


OPERATING EXPENSES 


1958 appropriation D2, 2LO; 170, 000 
Estimate, 1959: 

Original estimate $2. 288. 000, 000 

Amendment in H. Doc. 388 130, 000, 000 

Amendment in 8. Doc. 113 ‘ 25, 000, 000 


2. 443, 000, 000 
2, 375, 972, 000 


House allowance 5 2 
Cs ; ; —— 2, 415, 840, 000 


Senate recommendation 


The committee recommends an appropriation of $2,413,840,000 for 
operating expenses, which is a reduction of $29,160.000 from the 
revised budget estimate of $2,443,000,000. In addition, the com- 
mittee recommends $2,000,000 for transfer to the National Science 
Foundation; or a total amount of $2,415,840,000. 

The restorations recommended, in the amount of $37,868,000, are 
itemized in the following comparative table: 

34 
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The National Science Foundation proposed a 3-year plan, from 
1959 to 1961, to provide partial assistance to some 13 universities in 
acquiring or constructing nuclear research reactors at a cost of approx- 
imately $4,350,000, and requested $2,000,000 for 6 of the reactors in 
1959. On this request, the conference report on the Independent 
Offices appropriation bill stated: “funds for support of research re- 
actors should be provided by the Atomic Energy Commission”. The 
committee believes that the program is necessary to supplement the 
Commission’s existing program of providing educational reactors to 
accredited colleges of engineering, and recommends adding $2,000,000 
with a provision for transfer of that amount to the National Science 
Foundation. 


RESTORATIONS FOR OPERATING EXPENSES 


Raw materials—The committee recommends the restoration of 
$5,768,000 for the raw materials program, which includes $768,000 
restored for bonus payments to operators of uranium mines. The 
committee understands that the Commission will carefully review the 
possible cancellation of its Domestic Uranium Program Circular 6 as 
it applies to certification of new mines for bonus payments, and will 
protect the operators who have gone forward with developments in 
reliance upon the circular. 

Special nuclear materials —The committee recommends the restora- 
tion of $10,400,000 for the special nuclear materials program. The 
committee is advised that the increased amounts of raw materials to 
be received in 1959 will require the full amount of the estimate for 
processing into special nuclear materials at the Hanford, Oak Ridge, 
Portsmouth, and Savannah River plants. 

In this connection, the committee believes that such amounts as 
may be necessary, within the funds available for the program, should 
be available during 1959 for development work on a convertible 
plutonium production reactor at Hanford, in lieu of the $2,000,000 
indicated by the House. 

Weapons.—The committee recommends the restoration of $5,- 
600,000 to provide the full budget estimate for the weapons program. 
The committee is advised that the full amount is required in large 
measure to meet the scheduled weapons production requested by the 
Department of Defense. 

Reactor development. The committee recommends restoration of 
$8,000,000 of the House reduction of $10,300,000 in the reactor 
development program. The committee feels that, through such 
adjustments as may be necessary, the varied activities of the program 
ean be fully provided for, both in the civilian and in the military fields. 

Physical research.—The committee recommends restoration of the 
full amount of the House cut of $5,000,000. The committee agrees 
that sizable increases have been allowed for the physical research 
program in recent years, but the committee is advised by prominent 
scientists, including the chairman of the general advisory committee, 
that such increases have been required due to more intensive use of 
present machines as well as the advanced work which requires the use 
of ver Vv expe nsive machines such as particle accelerators, and amounts 
above the budget estimate have been strongly recommended as 
important to our scientific progress. 
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Training, education, and information.—The committee recommends 
restoration of $3,100,000 of the House reduction of $4,100,000 in the 
program for training, education, and information. The committee 
believes that the restoration should be allocated as the Commission 
may determine between the activities for industrial isotope develop- 
ment, exhibits in foreign countries and the Puerto Rican training 
center. 

Euratom program.—The committee considered a budget estimate 
contained in Senate Document No. 118 to initiate a jomt program 
with the European Atomic Energy Community to foster construction 
and operation of reactors by European utilities. No funds were 
provided, in view of the lack of legislative authorization. 


Atomic Enrray ComMISSION 


PLANT ACQUISITION AND CONSTRUCTION 


1958S appropriat ion it : $108, 162, 500 
Estimate, 1959 (HH. Doc. 388) (plus unobligated balance of 

$176,367,000) _ - ss ; _.. 204, 000, 000 
House allowance__ ‘ . aa 229, 429, 000 


Senate recommendation 


nd sata iad ace ar at ‘ ; 249, 429, 000 

In agreeing to other reductions and the additional projects provided 
in the amount allowed by the House, the committee recommends the 
restoration of $20,000,000 for the gas-cooled power reactor authorized 
as 59-d-10 and requested in the amount of $51,000,000. The com- 
mittee is advised the amount recommended would provide for the 
detailed design, the site preparation and the procurement of items 
requiring long lead time. Instead of waiting 6 months for develop- 
ment of a coope rative agreement with power utilities, power coopera- 
tives, or industry for financing this reactor, as authorized, which the 
committee fee ts is most desirable if such an agreement can be achieved, 
the committee believes that funds should be provided at this time to 
enable the project to proceed with such preliminary work in the event 
a cooperative arrangement is not agreed to. 

The committee has denied the proviso requested to transfer funds 
for construction of such a reactor to operé ting ae nses in the event 
a satisfactory cooperative arrangement is received, since the funds 
here provided would be available for the purposes of a cooperative 
arrangement that may eventuate. 

he amount recommended for projects under the reactor develop- 
ment program Is $183,972,000, which is a reduction of $24,750,000 
from the estimate of $208,722,000. 

The total amount of $249,429,000 is recommended as the appro- 
priation for plant acquisition and construction, which is $45,429,000 
over the budget estimate of $204,000,000. With the addition of 


$176,367,000 in unobligated balances, the total amount available is 
$425.796.000. 








Chapter XII 


PUBLIC WORKS 
DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 


LIVERS AND Harpors AND FLoop ConTROL 


CONS UCTION, GENERAL 
1958 appropriatio sectass oe 5449, 823, 500 
1959 allo unece House : - . a Sta Er 578, 455, 500 
1959 allo vance senate Se r ke Eee ee ar Beat Se 630, 371, 500 
Supplemental estimat ; : = 7 None 
House allowances > : ; ern te Meee . Not considered 
Committee recommendation _ _ - ee Stet ah Kis esd Beers 1, 925, 000 


The committee recommends an additional appropriation of $1,925,- 
000 for fiscal year 1959 for application to the following projects: 





I ted | Amount rec 
cost ymmended 
Planning: 
East Branch Reservoir, Conn.........---- i a me aha a $1, 880, 000 | $100, 000 
Hall Meadow Brook Reservoir, Conr 2, 070, 000 | 100, 000 
Siuslaw River, Oreg. SAR ie een oe : — ‘ 1, 693, 000 | 50, 00 
Construction 
SNIIIRU REMINENINY MONI oe oe on ec ec ienmeboes baie oeiencdied 2, 800, 000 1, 000, 000 
Connecticut shoreline: | 
Area 8 and 11 inep aes wetenmet iasamnsns ‘ acne 266, 000 150, 000 
RE Diiscoceberas Dawa cweee snipe eine sin onehasaene ‘ = | 25, 000 | 25, 000 
IR SEONONE EON on co. aansmbenneiéseanbenemnse’ el 1, 189, 000 | 500, 000 





EAST BRANCIT RESERVOIR, CONN. 


The project is located in the city of Torrington, on the East Branch 
of the Naugatuck River, 3 miles above its confluence with the West 
Branch. During the past 30 years, 6 major floods have occurred in 
the Naugatuck River Basin. ‘The disastrous flood of record in August 
1955 took 6 lives and caused an estimated $23,300,000 of damages in 
the area extending downstream from the project site, through Torring- 
ton, to the area to be protected by the Thomaston Reservoir. The 
project has a benefit-to-cost ratio of 1.3 to 1.0. 


HALL MEADOW BROOK RESERVOIR, CONN, 


The project is located in the city of Torrington, on Hall Meadow 
Brook, 0.4 mile above its confluence with the West Branch of the 
Naugatuck River. The disastrous flood of record occurred in August 
1955. The danger of recurrence of a comparable disaster in the 
Torrington area and along the Naugatuck River above Thomaston 
Reservoir will remain acute until the protection to be furnished by 
the project is provided. The project has a benefit-to-cost ratio of 
2.4 to 1.0. 


38 
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SIUSLAW RIVER, OREG. 


Water shipments of lumber from Siuslaw River are handicapped by 
shoaling at the entrance during summer months. The extension of 
the north jetty and deepening of the channel would provide adequi ite 
depth at this time and would thereby increase the movement of timber 
products by an estimated 57 million board-feet annually. The project 
4 


has a benefit-to-cost ratio of 1.44 to 1. 
BRIDGEPORT HARBOR, CONN, 


epening and widening the existing 30-foot main harbor channel 
will eliminate the present tidal delay, inconvenience, and expense. 
Substantial savings in petroleum transportation costs would accrue 
from provision of the 35-foot improvement, which would permit 
economical use of supertankers drawing from 32 to 36 feet. The 
project has a benefit-to-cost ratio of 2.2 to 1. 


CONNECTICUT SHORELINE 


Areas 8 and 11.—The amount recommended would be utilized 
1 fiscal year 1959 to reimburse non-Fe de oes interests for the Federal 
portion of the ne ct costs for the Calf Pasture Beach and Cove Island 
projects, which have benefit-to-cost ratios of 5.4 to 1, and 5.7 to 1, 
respectively. 
Area 9.—The amount recommended would be utilized in fiscal year 
1959 to pay the Federal share of the cost of groins at Guilford Point 
Beach and at Lighthouse Point Park, which have benefit-to-cost 


ratios of 1.5 to 1 and 1.9 to l, respectively. 
PASCAGOULA HARBOR, MISS. 


Present restrictive project dimensions require commodities to be 
carried in small vessels or by transshipment to other ports served by 
deeper draft cargo vessels of the size in general use for foreign and 
coastwise trade. The proposed project will adequately serve the 
existing industries, including a large shipbuilding concern currently 
having contracts with the United States Navy, as well as additional 
industrial plants now under construction or planned for early con- 
struction by private interests and by the Jackson County Port Com- 
mission. ‘The project has a benefit-to-cost ratio of 1.8 to 1.0. 


OPERATION AND MAINTENANCE, GENERAL 


LSSS G0 DID RTIAUION oc tw ueambnne need ede aedmnncnes ence we $103, 850, 000 
1959 allowance (House) _ ___-- i i il ae ace ac aes eta 109, 370, 000 
1959 allowance (Senate) 115, 970, 000 
StUpHIOTeN Gis OSUlIMAbO> 066 bbwods wcecend ine exesucucuuae ues None 
PLOUSE BULOWANROO.. 2) cores no J. toa ene secuuegecundee es Not considered 
Committee FeCOMMNGNGATION. oo 6 ccc ei ce See aces aa 70, 000 


The committee recommends an additional appropriation of $70,000 
for fiscal year 1959 for the Upper Fox River, Wis. The total esti- 
mated cost of preparing the structures for transfer to the State of 
Wisconsin is $300,000. The early transfer of these facilities will save 
the Federal Government considerable expense in the future main- 
tenance of the project works. 
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DEPARTMENT OF THE INTERIOR 
3UREAU OF RECLAMATION 


CONSTRUCTION AND REHABILITATION 


Appropriation, 1958___---- = i $126, 736, 223 
Appropriation, 1959____--- oe lint (1) 

Supplemental estimate _ - ta aad Dac None 
House allowance___- a ea ces reas None 
Committee recommendation = oe 2, 500, 000 


1 Pending in H. R. 12858, 


The committee recommends the allowance of $2,500,000 for the 
construction and rehabilitation of the Bureau of Reclamation. 

Public Law 85-523 provided that $2,500,000 of the funds appro- 
priated for the Missouri River Basin project shall be transferred to 
the credit of the Crow Tribe of Indians as payment for the Yellowtail 
Dam site. The committee has been advised that such a transfer of 
funds will require the diversion of funds programed for specific units 
of the Missouri River Basin project. Therefore, the committee 
recommends the allowance of this sum in order that the payment may 
be made to the Indians without any curtailment of previously ap- 
proved construction programs. 

The funds recommended shall be available only for payment (trans- 
fer) to the Crow Tribe of Indians or to reimburse accounts and projects 
from which funds were diverted to make such payment (transfer) to 
the Indians. 


\y } iol 1959 5 l 
Suppl mental estimate . ; : None 
House illowance lesa eacsm ——e es a a A re None 
Committee recommendation eee - aa ii! $693, 000 
, 1H g 

The committee re commends the allowance of $693 000 for the loan 
to the \\ alk r River Irrigation District, Ne vada. iol the construction 
of irrigation facilities under the provisions of the Small Reclamation 

) 


—— 4 4 

Projects Act. 
mi. ] ° ° . ] . 1 } 
This recommendation is in accord with the policy announced by 

the committee in Senat« Report No. 1796 In expla ning the com- 


> . ° 1 ° Pi . 1° Bo 1: : 
mittee’s action on this appropriation in the public works appropria- 


tion bill, 1959, the committee stated in its report: 
With respe CL to loans fo! the CONSLITUCLION of projects under 
the Small Reclamation Projects Act the act requires that 


i 


ge S's cx ] a 1 eS a 1 ‘ 
each appiucation for a loan must be submitted to the Con- 
oress for a period Of OU days, while Congress 1s 1n SessIOon, 
before an appropriation is in order. ‘The committee has 


see ! . : . 
recommended funds for the loans that meet this requirement 


of the law. 

The committee was advised by the Bureau that the pend- 
ing’ applications for loans for the construction of distribu- 
tion svstems could not be processed and repayments con- 


tracts executed before December of 1958. Therefore, no 


funds have been recommended for such loa 
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In taking this action the committee desires to make it 
clear that it will consider funds for these proposed loans as 
they meet the requirements of the authorizing act, and funds 
for this purpose should be requested through the Bureau of 
the Budget, when additional funds are required. 

The application of the Walker River Irrigation District met all re- 
quirements of the authorizing act on August 8. 








Chapter XIII 
DEPARTMENT OF STATE 


SALARIES AND EXPENSES 


The committee recommends the appropriation of $650,000, as 
compared to the House allowance of $450,000 and the budget estimate 
of $854,000 requested for salaries and expenses of the Department. 
Specifically the sum allowed will help finance the expanded science 
program of the Department, provide the funds necessary for the 
disarmament activities recently transferred to the Department, and 
cover the additional costs e stims ited for e xpenses of tour directors and 
inte rpre ters escorting U.S . R. delegations of specialists expected 
to visit the United States under the East-West exchange program in 
the fiscal vear 1959. 


INTERNATIONAL CONTINGENCIES 


The committee disapproved the supplemental request of $200,000, 
submitted in Senate Document No. 110, to meet the cost of organizing 
and holding the 12th session of the Assembly of the International 
Civil Aviation Organization in the United States in 1959, pursuant 
to authorization contained in Public on 85-448, approved June 4, 
1958. 

PAYMENT TO GOVERNMENT OF DENMARK 


The committee agrees to the House allowance and budget estimate 
of $5,296,302, to permit full and final settlement of all claims of t 
Government of Denmark against the United States for compensation 


for the use or loss of 40 privately owned Danish ships requisitioned by 
the United States in 1941, under author itv of P ie lic Law 101, approved 
June 6, 1941, and appropriation authorization 1in Public Law 85—450, 
approved June 6, 1958. The sum of $35, 139.350 has been previously 


paid the Danish Government and the added sum is necessary to bring 


the compensation for the requisitioned ships into line W ith compensa- 
tion received by American owners. 


DEPARTMENT OF JUSTICE 


“= 1 4 1 
LARIES al SES, GI | \ GAI ACTIN I] 
needed for the expansion of e] ed Crime d Racketec v 
Section of the ¢ minal Div oO in ¢ ( oO accelel ( ie drive o1 
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SALARIES AND Expenses, Unirep Srares ATTORNEYS AND MARSHALS, 
1958 


The committee agrees with the language contained in the House 
bill to provide that not to exceed $100,000 may be transferred to this 
fund from any 1958 appropriation available to the Department to 
defray incre ased li itigation costs. 


SALARIES AND EXPENSES, BUREAU OF PRISONS 


The committee approves the House allowance and budget estimate 
of $2,066,000 requested for the Bureau of Prisons. The additional 
sum will provide $1,753,000 for costs in reclassification of positions; 
$139,000 for costs in care, custody and treatment of the increased 
prison population, and $174,000 for replacement of essential inventory 
supplies. 

Unitep States INFORMATION AGENCY 


INFORMATIONAL MEDIA GUARANTY FUND 


The committee considered the appropriation estimate of $7 million 
requested in Senate Document No. 110, for payment to the informa- 
tional media guaranty fund, for partial restoration of realized impair- 
ment to the capital used in carrying on the authority to make infor- 
mational media guaranties, as provided in section 1011 of the United 
States Information and Educational Exchange Act of 1948, and 
section 502 (h) of the Mutual Security Act of 1958 (Public Law 
85-477), approved June 30, 1958. 

In light of the basic purposes and advantages of the program—to 
enable American exporters to sell books, periodicals, film and other 
informational materials for foreign currencies in countries where 
dollar shortages have eliminated or severely curtailed such sales since 
the inception of the program in 1948, and the continuing need for 
such American materials to be distributed to offset Communist 
esha an appropriation of $5 million, or $2 million below the 
request is recommended for fiscal year 1959. Justification presented 
to the committee indicates the allowance together with revenues from 
sales of currency and so forth will be sufficient to carry out a balanced 
I\NIG program. The — —— to thoroughly explore the 
justifications to be presented by the Agency at the time hese are 
held on the 1960 appropriation request. 


ACQUISITION AND CONSTRUCTION OF RADIO FACILITIES 


4 


The committee recommends an approp! iation of $15 million for the 
construction of | nited states re adio fae iliti es In order to increase the 
strength and the reliability of the Voice of America signal, and to 
extend its coverage in the Middle East, Soviet orbit, and Africa 
This sum is $7.300.000 under the Agency request for $22,300,000, as 
submitted for committee consideration in supplemental] estimate, 
Senate Document 112. In approving the amount of $15 mullion, it 
was the committee’s opinion that $10 million be allocated to the con- 
struction of the consolidated east-coast proje ‘I proposed in lieu of 
the 4 existing broadeasting facilities, and the balance, or $5 million, 
be used for construction of radio facilities reported to the committee 
as high-priority projects. 
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The committee agrees to the request of the Agency for some flexi- 
bility in the allocation or transfer of funds between previously 
approved projects under this head. Accordingly, approval is given 
to such procedure insofar as the added appropriation of $5 million is 
concerned, aad the use of available construction fund balances from 
prior-year appropriaticns, and directs that the Agency make full 
utilization of radio material and supplies in stock of the Agency 
wherever located, including equipment that may be available for 
transfer from stations no longer active. 

The committee directs that a report be submitted in January 1959 
of all inventory stock of equipment, materials, and supplies usable tor 
broadcasting or television purposes on hand and value thereof, and 
the disposition made or contemplated of the items. 





Chapter XIV 
PREASURY DEPARTMENT 
BurEAU OF THE PusBiic Desr 
ADMINISTERING THE PUBLIC DEBT 


The committee concurs with the House in allowing $1,500,000, the 
budget estimate, for this item. This additional amount is to meet 
and cover (1) increased charges by the Federal Reserve banks acting 
as fiscal agents of the Treasury Department; 2) additional fees to 
commercial banks for redeeming more savings . a than anticipated ; 
and (3) additional costs attributable to the printing of securities to 
carry out the increased public debt financing required during the 
fiscal year 1959. 


UNITED STATES SECRET SERVICE 
SALARIES AND EXPENSES, WHITE HOUSE POLICE 


The committee recommends the amount of the budget estimate, 
$54,000, for this item. ‘This amount will permit recruitment of, and 
purchase of uniforms for, 11 White House Police (class 3 privates) for 
protection of space and files in the Executive Office Building occupied 
by members of the White House staff and in so doing extending the 
same type of protection as is afforded to the Executive Mansion and 
grounds. 

CONTRIBUTION FOR ANNUITY BENEFITS 


The committee approves the request for change in appropriation 
language. The present language of the permanent indefinite appro- 
priation “Contribution for annuity benefits’? authorizes reimburse- 
ment to the District of Columbia for certain benefit payments to 
White House Police and such members of the United States Secret 
Service as are entitled under the act of October 14, 1940. Such 
benefits were extended in various ways by the Policemen and Firemen’s 
Retirement and Disability Act Amendments of 1957, to include 
increased retirement and funeral benefits, and medical, surgical, and 
hospite aul expenses not heretofore provided for. 

The revised language included in the bill will bring the appropriation 
authority in line with the amendments contained in the new legislation. 


Coast GUARD 
OPERATING EXPENSES 


The committee has eliminated the ir under this head making 
funds available to pay claims authorized by Public Law 85-255 


ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


The committee recommends an amount of $399,000, an increase of 
$249,000 over the budget estimate for this item. In addition to the 


4 5 
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$150,000 in the bill for repairs to the Coast Guard facility, Manhattan 
Island, N. Y., the committee has included $249,000 for construction 
of permanent mooring facilities at the home port of the Coast Guard 
icebreaker Mackinaw. The present mooring facilities for this multi- 
million-dollar icebreaker are of a temporary nature and wholly inade- 
quate and the committee feels that it is unwise and uneconomical to 
berth a vessel of this tremendous value under existing conditions. 


POST OFFICE DEPARTMENT 
PostaL Funp 
REIMBURSEMENT FOR PUBLIC SERVICES 
An estimate in the amount of $171,259,000 for payment into the 
postal revenues for public services was considered by the committee. 
The committee recommends that this item be deferred and resub- 


mitted for further consideration in the next Congress. 


CURRENT AUTHORIZATIONS OUT OF THE POSTAL FUND 


PAYMENT TO POSTAL MODERNIZATION FUND 


The committee recommends the amount of $29,500,000, the budget 
estimate, for payment to the “postal modernization fund’’, as author- 
ized by title III of the act of May 27, 1958. 





Chapter XVI 
GENERAL PROVISIONS 


The committee has approved the language provision requested in 
supplemental estimate, Senate Document 110, to permit the District 
of Columbia, White House Police, United States Park Police, and 
Canal Zone Government to make retroactive salary and pension pay- 
ments pursuant to enactment of legislation. The proposed provision 
follows: 

GENERAL PROVISIONS 


SALARY AND PENSION INCREASES FOR POLICEMEN, FIREMEN, 
AND TEACHERS 


The provisions of Title II of Public Law 85-472, approved 
June 30, 1958, shall apply also to costs in the fiscal year 1957 
and 1958 of pay increases granted by or pursuant to Public 
Law 85-584 and 85——— and 86—— : Provided, That for 
the purposes of this paragraph the limitation for the warranting 
of appropriations and transferring of appropriations con- 
tained in SEC. 206. (b) of Title IT of Public Law 85-472 shall 
be extended to September 30, 1958: Provided further, That the 
portion of this paragraph applicable to teachers and pension 
increases for policemen, firemen, and their widows and orphans 
shall be effective only upon enactment into law of H. R. 18132 


and H. R. 7450, or similar legislation. 
47 
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DEPOSITE | 


ULUTED STATES OF ai Calendar No. 2403 


85TH CONGRESS ) SENATE f REPORT 
2d Nession j _No. pc 351 


HIGHWAY COMPACT BETWEEN MINNESOTA AND MANI- 
TOBA, CANADA 


legislative day, Aucust 12), 1958.—Ordered to be printed 


Cr! \, from the Committee on Foreign Relations, submitted the 
. ie uN Rs 
following OF MICHIGAN 
= " Crp 4 ‘ 
REPORT YE! eee 
To accompany 8. 3944 MAIN 
READING ROOM 


x had under considera- 


he Committee on Foreign Relations, having 
on the bill (S. 3944), to authorize the negotiation of a compact 


between the State of Minnesota and the Province of Manitoba, 
Canada, for the development of a highway to provide access to the 
northwest angle in such State, oe the same favorably without 


amendment and recommend that it do pass. 


PURPOSE OF THE BILL 


s. 3944 will authorize the negotiation of a compact between the 
State of Minnesota and the Province of Manitoba, Canada, for the 
development of a highway to provide access to the northwest angle of 
\iinnesota, which is se pars ated from the rest of the State by the Lake 


of the Woods. Access to this area by highway can only be provided 
through Manitoba. The governments of Minnesota and Manitoba 
have been exploring jointly the possibility of constructing such a 

hwav. These explorations indicate that such construction is both 
pi sically and economically feasible. Congressional authorization 


O pro eed further with this project is requested now because of the 
constitutional prohibition agcainst otates negotiating with foreign 
powers except W ith the consent of the Congress. The proposed com- 
pact will not be binding on Minnesota unless and until it has been 
ratified by that State and the Province of Manitoba, and approved 
ry \ tT} 


the (oneress. 


COMMITTEE RECOMMENDATION 


S. 3944 was introduced by Senator Thye on June 5, 1958, and 
onsidered b V the Committee on Fort ign Re Is — August 12, 1998, 
vhich time it was ordered favorably reported to the Senate without 


20006 


w 


HIGHWAY COMPACT MINNESOTA AND MANITOBA, CANADA 


t 


he Army have no 


amendments. The Departments of State and tl . n 
ient. No cost to the Federal Government will 


objection LO its enactn 


result from enactment of S. 3944. by itself, although it is possible 
that Fede ral hiol wav funds may be sued within the State of Mint 


eSOTA 
ior that purpose. 


ihe Committee on Foreign Relations urges prompt and tavora) 
consideration of S. 3944 
oa 
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85TH CONGRESS SENATE REPORT 
2d Session No. 2353 





BRIDGE ACROSS THE RIO GRANDE AT RIO GRANDE CITY 


Avuaust 13 (legislative day, August 12), 1958.—Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations, submitted the 


following N me. . 1 


U Rd. 
OF MICHIGAN 


REPORT 


' 


erp 
~~ be 
[To accompany H. R, 12632) 


MAIN oom 
a R 
The Committee on Foreign Relations, having had unde READIN era- 


tion the bill (H. R. 12632), authorizing Gus A. Guerra, his heirs, legal 
representatives and assigns, to construct, maintain, and operate a 
toll bridge across the Rio Grande, at or near Rio Grande City, Tex., 
report the same favorably with amendments and recommend that it 
do pass. 

PURPOSE OF THE BILL 


The bill revives and reenacts the act of June 28, 1955 (69 Stat. 186), 
which authorized the construction of this bridge. The previous act 
did not contain any time limit for the commencement and completion 
of the bridge and, therefore the limitations of the General Bridge Act 
of 1906 apply which provide that such authority, unless otherwise 
specified, shall be null and void unless construction of the bridge is 
begun within 1 year and comple ‘ted within 3 years. Construction of 
this bridge has not yet begun. The present bill, if amended as recom- 
mended by the committee, ~ ides that the authority therein shall 
be null and void unless the bridge is commenced within 1 year and 
completed within 2 years. 


COMMITTEE RECOMMENDATION 


H. R. 12632 was introduced by Representative Kilgore on May 22, 
1958, and passed the House of Representatives on June 16, 1958. It 
accomplishes the same objective as S. 3425, introduced by Senator 
Yarborough on March 10, 1958. The Departments of State and the 
Army have no objection to enactment. 

The Committee on Foreign Relations considered H. R. 12632 on 
August 13, 1958, and voted to report it favorably to the Senate with 
amendments. 
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This is the fourth time in 10 years that the authority originally 
granted for the construction of this bridge has been sought to be 
extended. For this reason, the committee recommends the amend- 
ments which provide that the authority of H. R. 12632 shall be null 
and void unless construction of the bridge is begun within 1 year and 
completed within 2 years after enactment. No cost to the Federal 
Government is involved in enactment of this bill. The Committee 
on Foreign Relations urges prompt approval of H. R. 12632 with the 
recommended committee amendments. 


APPENDIX 


The act of June 28, 1955 (69 Stat. 186) which will be revived and 
reenacted by H. R. 12632 is as follows: 


Authorizing Gus A. Guerra, his heirs, legal representatives, and assigns, to con- 
struct, maintain, and operate a toll bridge across the Rio Grande, at or near Rio 
Grande City, Texas. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That in order to facilitate 
international commerce, improve the postal service, and other pur- 
poses, Gus, A. Guerra, his heirs, legal representatives, and assigns, 
be, and is hereby, authorized to construct, maintain, and oper- 
ate a toll bridge and approaches thereto across the Rio Grande, so far 
as the United States has jurisdiction over the waters of such river, at 
a point suitable to the interests of navigation, at or near Rio Grande 
City, Texas, in accordance with the provisions of the Act entitled “An 
Act to regulate the construction of bridges over navigable waters’, 
approved March 23, 1906, subject to the conditions and limitations 
contained in this Act, and subject further to the approval of the 
Internation: ; Boundary and Water Commission, United States and 
Mexico, and also subject to the approval of the | proper authorities in 
the Republic of Mexico to the construction, operation, and mainte 
nance of such bridge. 

Sec. 2. There is hereby conferred upon Gus A. Guerra, his heirs, 
legal representatives, and assigns, all such rights and powers to enter 
upop lands and to acquire, occupy, possess, and use real estate and 
other property in the State of Texas needed for the location, construc- 
tion, operation, and maintenance of such bridge and its approaches, as 
are possesset | by bridge Cc orporations for br idge purposes, upon making 
just compensation therefor to be ascertained and paid according to the 
laws of such State of Texas. 

Sec. 3. The said Gus A. Guerra, his heirs, legal representatives, and 
assigns, is hereby authorized to fix and charge tolls for transit over 
such bridge in accordance e with any laws of the State of Texas or the 
United States applicable thereto, aud the rates of toll so fixed shall be 
the legal rate s until changed under the authority contained in the Act 

of Mare h 23, 1906. 

Sec. 4. The right to sell, assign, transfer, and mortgage all the 
rights, powers, and privileges conferred by this Act to any public 
ageacy, or to an international bridge authority or commission, is 
hereby granted to Gus A. Guerra, his heirs, or legal representatives; 
and any such public agency, international bridge authority, or inter- 
national bridge commission to which such rights, powers, and privi- 

















DEPOSITED BY THE 
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leges may be sold, assigned, or transferred, or which shall acquire the 
same by mortgage foreclosure or otherwise, is hereby authorized and 
empowered to exercise the same as fully as though conferred herein 
directly upon such public agency, international bridge authority, or 
international bridge commission. 

Sec. 5. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. 

Approved June 28, 1955. 
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RELIEF OF CERTAIN MEMBERS AND FORMER 
MEMBERS OF THE ARMY AND THE AIR FORCE 


AvuGusT 13 (legislative day, AuauST 12), 1958.—Ordered to be printed 


Mr. Egsrpanp, from the Committee on the Judiciary, submitted the 


N. : . 
OF MICHIGAN following 
c lie 
Ew \ , 7 1 
ocr « =* REPOR' 
READING F oom [To accompany H. R. 9371] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 9371) to provide for the relief of certain members and former 
members of the Army and the Air Foree, and for other purposes, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to validate a group of 
payments by the Army and Air Force to the Military Sea Transport 
Service for the tre insportation of household goods of members of the 
services to Hawaii in connection with a permanent change of station 
to an area where dependents were not permitted to accompany such 
members. In these instances the homes of record of the servicemen 
were in Hawaii and they designated Hawaii as the place their depend- 
ents would remain while they served in the restricted areas. 


STATEMENT 


The Department of the Army submitted a draft of this proposal as 
a part of the Department of Defense legislative program for 1957 and 
recommended its enactment. 

The proposed legislation is necessary to correct a situation which 
resulted from the fact that the regulations governing the payment for 
the transportation of household goods during the period specified in the 
bill did not allow such payment under the circumstances outlined in 
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the bill. This situation has now been changed so that current regula- 
tions do permit transportation of household goods at Government 
expense for persons in similar cases. 

According to the departmental report, instructions were issued by 
the Secretary of the Army that in such cases where ‘ ~pendents were 
authorized transportation at Government expense to Territories and 
possessions of the United States, the household sale c waa be shipped 
by the Military Sea Tr: ansport Serv ice on a space-avi ailable basis. 

The Assistant Secretary of Defense (Comptroller) established billing 
procedures applicable to all three military oe in their utiliza- 
tion of Military Sea Transport Service to be effective July 1, 1952, 
which required the Military Sea feats Service to obtain reim- 
bursement from the departments utilizing its service for the actual 
cost of operating the vessel. Therefore, each user service was required 
to reimburse the Military Sea Transport Service for the gross tonnage 
of cargo transported regardless of whether that cargo consisted wholly 
or partially of space-requirement shipments (shipments authorized 
entirely at Government expense pursuant to provisions of the joint 
travel regulations) or space-available shipments. It was  inter- 
preted that such requirement necessitated that reimbursement accord- 
ing to the tariffs estab lished by the Military Sea Transport Service 
be secured from the uate | for transportation of household coods 
made on a space-available basis. Accordingly, effective September 
1, 1952, members were billed for the transportation charges for the 
transporte ation = e ed on such a basis 

The joint travel regulations, made effective April 1, 1951, did not 
authorize the tr insports ition of de ‘pe ndents and household coods at 
Government expense to Territories and possessions of the United 
States when members of the services were transferred to a restricted 
area where the dependents were not permitted to accompany the 
members. This was true under those regulations even though the 
Territory or possession of the United States may have been their home 
of record, and for that reason the members would designate it as the 
place where their dependents would remain while they were required 
to serve in a restricted area. The services recognized the inconsist- 
ency of the situation, and changed the regulations so as to permit the 
transportation of dependents under such circumstances. However, 
the regulations failed to also authorize the shipment of household 
goods to the same place as the dependents. To meet this problem 
the Secretary of the Army authorized the shipment of household goods 
by the Military Sea Transport Service at Government expense to 
Territories and possessions of the United States on a space-available 
basis. It was subsequently determined that the members of the 
services whose household goods were so transported would have to 
reimburse the Government for the transportation furnished. This was 
an unfair result, and collection action for the charges was not actively 
pressed since it was considered by the military departments that the 
charges were unjust and discriminatory. Action was initiated which 
resulted in changing the regulations to authorize such transportation 
at Government expense, authorize shipments of household goods on a 
space-requirement basis, and remove the necessity for collecting the 
charges from the members of the services. 

However, the changes in regulations could not be given retroactive 
effect so as to validate the payments with which H. R. 9371 is con- 
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cerned. Therefore, relief can be provided the servicemen affected 
only by the enactment of legislation. 

As has been observed, current regulations now permit payment in 
cases of this kind. The members of the armed services which are the 
subject matter of H. R. 9371 were permitted to transport their 
dependents at Government expense. The Army report to the Con- 
gress recommending this legislation shows that it 1s inequitable to 
compel the members concerned in this bill to make payment for the 
transportation of their household goods. Likewise, it is only equitable 
to provide for repayment to those persons from whom collection has 
been made. 

House Report No. 1311 contains a sectional analysis of the bill, 
which is as follows: 

SECTIONAL ANALYSIS 

Section 1 

This section entitles a member or former member of the 
Army or Air Force who, after August 31, 1952, and before 
February 1, 1954, was transferred from the United States to 
a restricted area where his dependents were not permitted to 
accompany him, and whose dependents were transported at 
the expense of the United States to Hawaii, to transportation 
of his household goods from the San Francisco Port of Em- 
barkation to Hawaii. 
Section 2 

This section validates all payments made by the Depart- 
ments of the Army and Air Force to the Military Sea Trans- 
port Service for transportation of household goods from the 
San Francisco Port of Embarkation to Hawaii for which a 
member or former member described in section 1 was charged. 
Section 3 

This section provides that any member who has repaid 


the United States the amount charged for the transporta- 
tion in question is entitled to be paid the amount involved. 
Section 4 
This section requires the Comptroller General of the 
United States, or his designee, to relieve disbursing officers, 
including special disbursing agents, of the Army and the 
Air Force from accountability or responsibility for any pay- 
ments described in the act. Also, the Comptroller General 
of the United States, or his designee, is required to allow 
credits in the settlement of the accounts of such officers or 
agents for payments which appear to be free from fraud or 
collusion, 
Section 6 
This section provides that any current appropriations 
available to the military department concerned for travel 
allowances of military personnel are available for payments 
under the act. 
The statement of the Department of the Army indicates that this 
proposal would require an expenditure of approximately $341.40 in 
Federal funds for repayment of the collections made, which amount 
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can be absorbed in available appropriations, and that the validation of 
approximately $12,290.03 will not require any additional expenditure 
since this amount has been paid by the Departments of the Army and 
Air Force from funds allocated to reimburse the Military Sea Trans- 
port Service for services furnished. 

The committee, after a review of the foregoing, concurs in the con- 
clusions reached by the House of Representatives and recommends 
that the bill, H. R. 9371, be favorably considered. 

Attached hereto and made a part hereof is the letter of the Secre- 
tary of the Army to the Speaker of the House of Representatives, 
dated August 14, 1957. 


DEPARTMENT OF THE ARMY, 
Washingtor . D. i August | A 1957. 
Hon. Sam RayBurn, 
Speaker of the House of Re presentatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to provide for the relief of certain members and former members 
of the Army and the Air Force, and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 


tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recomme nde d ths at this propos: al he enacte cd by the 


: 
Congress 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to validate certain pay- 
ments made by the Departments of the Army and Air Force to the 
Military Sea Transport Service for the transportation of household 
goods from the San Francisco Port of Embarkation to Hawaii and to 
authorize repayment to members or former members concerned of the 
amount they have repaid the United States for that transportation. 
Transportation in these cases was authorized on a space-available 
basis in connection with a permanent change of station of such 
members from the United States to a restricted area where dependents 
were not permitted to accompany the members. 

After promulgation of the Joint Travel Regulations (effective April 
1, 1951) no authority existed for the transportation of dependents 
and household goods at Government expense to Territories and pos- 
sessions of the United States when military members were transferred 
to a restricted area where the dependents were not permitted to ac- 
company the members, even though the Territory or possession of 
the United States may have been their home of record and for that 
reason would be the pl ace such members would designate as the place 
the dependents would remain while they were required to serve in a 
restricted area. The uniformed services recognized this lack of au- 


thority and changed the Joint Travel Regulations effective December 


1, 1951 to permit the movement of dependents only at Government 


expense under the above circumstances. There is no rec ‘ord available 
as to why it was not considered feasible at that time to authorize also 
the shipment of household coods to Territor S and possessions of the 
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United States because if the household goods were not authorized to 
be transported to the same place as the dependents, such household 
goods would necessarily be stored in the United States at the expense 
of the members or, subject to the availability of Government storage 
facilities, at Government expense until such time as the members 
received a permanent change of station to a place where both the 
dependents and household goods could be transported at Government 
expense. To alleviate that situation, instructions were issued by the 
Secretary of the Army that in such cases where dependents were au- 
thorized transportation at Government expense to Territories and 
possessions of the United States, the household goods could be shipped 
by the Military Sea Transport Service on a space-available basis. 

The Assistant Secretary of Defense (Comptroller) established bill- 
ing procedures applicable to all three military departments in their 
utilization of Military Sea Transport Service to be effective July 1, 
1952 which required the Military Sea Transport Service to obtain re- 
imbursement from the departments utilizing its service for the actual 
cost of operating the vessel. Therefore, each user service was required 
to reimburse the Military Sea Transport Service for the gross tonnage 
of cargo transported regardless of whether that cargo consisted wholly 
or partially of space requirement shipments (shipments authorized 
entirely at Government expense pursuant to provisions of the Joint 
Travel Regulations) or space-available shipments. It was interpreted 
that such requirement necessitated that reimbursement according to 
the tariffs established by the Military Sea Transport Service be 
secured from the members for transportation of household goods made 
on a space-available basis. Accordingly, effective Setpember 1, 1952 
members were billed for the transportation charges for the transporta- 
tion furnished on such a basis. 

The members for whom this legislation is proposed were stationed 
within the United States and were assigned to duty in an active 


theater of operations in an oversea area. They designated Hawaii as 
the place their dependents would remain while they were serving in 
the restricted area. ‘Transportation for their dependents was author- 


ized at Government expense on a requirement basis. Transportation 
for household goods was authorized on a space-available basis and 
such members were billed for port handling charges and ocean trans- 
portation by the San Francisco Port of Embarkation. Collection 
action for such charges was not actively pursued since it was considered 
that such charges were unjust and discriminatory. The Department of 
the Army initiated action to remove the discrimination by requesting 
that Joint Travel Regulations be amended to include provisions that 
such transportation could be made entirely at Government expense, 
and it was further requested that such provisions be made retroactive 
to September 1, 1952, which would in effect authorize the shipments on 
& space-requirement basis, validate the transportation and remove 
the necessity for collecting the charges made against the members. 
The Joint Travel Regulations were amended to include such provisions 
and were made effective February 1, 1954, the date of approval by the 
Secretaries concerned. Approval was not retroactive since the 
Comptroller General had pre ‘viously held that under the provisions of 
section 303 of the Career Compensation Act of 1949, changes in regula- 
tions which modify allowances to members require public ation before 
or concurrently with the effective date of the changes in order that 
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actual or constructive notice may be given to members whose rights 
may be affected either favorably or adversely and that any change 
made retroactive is without legal effect. 

Considering the fact that current regulations permit transportation 
of household goods at Government expense for this particular class of 
individuals, that the same law was in effect when the members in- 
curred the charges for the transportation but administrative regula- 
tions had not been issued at that time, and that the members con- 
cerned were permitted to transport their dependents at Government 
expense, it is inequitable to compel the members concerned to make 
payment for the transportation furnished. For the same reason, it is 
considered that in all equity the amounts should be repaid to those 
from whom collection was effected. 


COST AND BUDGET DATA 


This proposal would require an expenditure of approximately 
$341.40 in Federal funds for repayment of the collections made, which 
amount can be absorbed in available appropriations. The validation 
of approximately $12,290.03 will not require any additional expendi- 
ture since this amount has been paid by the Departments of the Army 
and Air Force from funds allocated to reimburse the Military Ses 
Transport Service for services furnished. 

Sincerely yours, 


Witsper M. Brucker, 
Secretary of the Army. 
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PAYMENT OF WAR DAMAGE CLAIMS AGAINST GER- 
MANY AND RETURN OF VESTED ASSETS TO AMERICAN 
CITIZENS 


Aveusr 13 (legislative day, AvaGuST 12), 1958.- 


Ordered to be printed 


JoHNston of South Carolina, from the Committee on the 
Judiciary, submitted the following 


REPORT 
[To accompany 8. 411] 


The Committee on the Judiciary, to which was referred th 


MAIN 
RPARING Poo 
S. 411) to permit the return of vested property to American citizens, 

having considered the same reports favorably thereon, with amend- 
ments, and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, beginning on line 3, strike all down to and including the 
erlod on line 15, page 3 and insert in lieu thereof the following: 
That the War Claims Act of 1948, as amended, is further 

mended by inserting after section 1 thereof the following: 
“TITLE I” 
Sec. 2. The word “Act” wherever it appears in title I in 
reference to the War Claims Act of 1948, as amended, is 
amended to read “title”. 

Sec. 3. The War Claims Act of 1948, as amended, is fur- 
ther amended by adding at the end thereof the following: 


“TITLE II 
“DEFINITIONS 
“Sec. 201. As used in this title the term or terms— 
“(a) ‘Albania’, ‘Austria’, ‘Czechoslovakia’, ‘the Free Terri- 


tory of Danzig’, ‘Estonia’, ‘Germany’, ‘Greece’, ‘Latvia’, 
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‘Lithuania’, ‘Poland’, and ‘Yugoslavia’, when used in their 
respective geographical senses, mean the territorial limits 
of each such country or free territory, as the case may be, in 
continental Europe as such limits existed on December 1, 
1937. 

“(b) ‘Commission’ means the Foreign Claims Settlement 
Commission of the United States established pursuant to 
Reorganization Plan Number 1 of 1954 (68 Stat. 1279). 

“(c) ‘National of the United States’ means (1) a natural 
person who is a citizen of the United States, (2) a natural 
person who, though not a citizen of the United States owes 
permanent allegiance to the United States, and (3) a cor- 
poration, partnership, unincorporated body or other entity, 
organized under the laws of the United States, any State or 
Territory thereof, or the District of Columbia and in which 
at least 50 per centum of the outstanding capital stock or 
other proprietary or similar interest is owned, directly or 


indirectly, by nationals of the United States. It does not 
include alien 
“(d) ‘Property’ means real property and such items of 


tangible personalty as can be identified, evaluated and, as 


determined by the (Commission, are normally OV ned by any 


person or entity in like circumstances as that of the owner or 
claimant at the time of loss, and items of personalty or mov- 
ibles held or used ni Irvine on a trade, business, or profes 
sion at the time of such loss. lt oes hot Cit -intangn 
prop rty 
“AMENDMENT TO TRADING WITH THE ENEMY \¢ 

“Sec. 202 (a). Section 382 (a) (2) (D) ol » Trading 
With the Enemy Act, as amended, is further amen \ 
read as follows: 

a D) al individual who was at any time atter Decen bet 


7, 1941, a citizen or subject of Germany, Japan, Bulgaria, 
Hungary, or Rumania. and who on or after December 7 
1941, and prior to the date of the enactment of t! 
was present (other than in the service of the United States 

in the territory of such nation or in any territory occupied 
by the military or naval forces thereof or engaged in any 
business in any such territory: Provided, That notwith 
standing the provisions of this subdivision (D) return may 
be made to an individual who, as a consequence of any law, 
decree, or regulation of the nation of which he was then 

citizen or subject, discriminating against political, racial, or 
religious groups, has at no time between December 7, 1941, 
and the time when such law, decree, or regulation was abro 
gated, enjoyed full rights of citizenship under the law of 
such nation: Provided further, That notwithstanding the 
provisions of subdivision (C) hereof and of this subdivision 
(D), or of any other division, subdivision, or section of this 
Act, return may be made (i) to an individual who at all 
times since December 7, 1941, was a citizen of the United 
States. or (11) to an individual who, since his property or 
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interest was vested in or transferred to the Alien Property 
Custodian, has acquired United States citizenship, or (111) 
to an individual who, having lost United States citizenship 
solely by reason of marriage to a citizen or subject of a for- 
eign country, reacquired such citizenship prior to Septem- 
ber 29, 1950, if such individual would have been a citizen of 
the United States at all times since December 7, 1941, but 
ar such marriage: And provided further, That the aggre- 
gate book value of returns made pursuant to the foregoing 
proviso shall not exceed $9,000,000; and any return under 
such proviso may be made if the book value of any such re- 
turn, taken together with the aggregate book value of returns 
already made under such = 0 does not excee $9,000,000 ; 
and for the purposes of this proviso the term ‘book value’ 
means the value, as of the time of vesting, entered on the 
books of the Alien Property Custodian for the purpose of 
accounting for the property or interest involved: or 

(b) Notwithstanding section 33 of the Trading With the 
Knemy Act, as ame nded, any claim made eligible for return 
by the foregoing amendment of section 52 (a) (2) (D) may 
be filed not later than one year after the date of enactment 
of this Act. 

(c) That notwithstanding any statute of limit ition, lapse 
of time, any prior court decision of this claim by uny court 
of the United States, or any compromise, release or assign- 
ment to the Alien Property Custodian, jurisdiction is here 
by conferred upon the United States Court of Claims to hear, 
determine, and render judgment on the claim against the 
United States for the value of the property vested under the 
provisions of the Trading With the Enemy Act by Vesting 
Order Number 33 relating to certificate numbers 101 to 121 
inclusive, 125, 126, 128 to 154 inclusive and 137 to 139 inelu 

ive: Provided, however, That if any award is allowed as 

the result of any action filed pursuant to this subsection, 
such award shall include a deduction for any amounts re- 
ceived as the result of such assignment, compromise or re- 
lease. Suit upon such claim may be instituted hereunder not 
later than one year after the date of the enactment of this 
Act. 

(d) Section 39 of the Trading With the Enemy Act of 
October 6, 1917, as amended, is amended by adding at the end 
thereof the following new subsection : 

“(c) The Attorney General is authorized and directed to 
cover into the Treasury from time to time after the enact- 
ment of this subsection for deposit in the war claims fund 
for credit to the German claims account created therein pur- 
suant to subsection (a) of section 203 of the War Claims 
Act of 1948, as amended, such sums, from property vested 
in or transferred to him under this act, as he shall deter- 
mine in his discretion not to be required to effect returns 
permitted by section 9 or section 32 of this act as amended 
by section 202 (a) hereof or any obligations imposed under 
this act or any other prcinion of law and not to be the sub- 
ject matter of any judicial action or proceeding.” 
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**WAR CLAIMS FUND ACCOUNT 


“Src. 203. (a) There is hereby created in the War Claims 
Fund established pursuant to subsection (a) of section 13 of 
the War Claims Ket of 1948, as amended, an account to be 
known as the German Claims Account. The Secretary of the 
Treasury shall deposit in the War Claims Fund for credit to 
the German Claims Account all amounts covered into the 
Treasury by the Attorney General pursuant to subsection (c) 
of section 39 of the Trading With the Enemy Act of October 
6, 1917, as sansa d. There shall be deducted from each such 
deposit to the credit of the German Claims Account 5 per 
centum thereof for expenses incurred by the Commission and 
by the Treasury Department in the administration of this 
title. Such deductions shall be made before any payment 
is made pursuant to section 214 of this title. All amounts 
so deducted shall be covered into the Treasury to the credit 
of miscellaneous receipts. 

“(b) There is hereby authorized to be appropriated, out of 
any moneys in the Treasury not otherwise appropriated, 
such sums as may be necessary to enable the Commission and 
the Treasury Dep: irtment to pay their administrative ex- 
penses in carrying out their respective functions under this 
title. 

“CLAIMS AUTHORIZED 


“Sec. 204. The Commission is authorized and directed to 
receive and to determine, according to the provisions of this 
title, the validity and amount of claims of nationals of the 
United States for- 

(a) physical damage to, or a aga loss or destruc 
tion of property located in Albania, Austria, Czechoslo- 
vakia, the Free Territory of Danets. Estonia, Germany, 
Greece, Latvia, Lithuania, Poland, or Y ugoslavia which 
occurred during the period beginning September 1, 1939, 
and ending May 8, 1945; such loss, damage, or destruc- 
titon must have occurred as a direct consequence of (1) 
military operations of war, or (2) special measures di- 
rected against property in such countries or territories 
during the pe riod specified becaus se ot the ene my or al 
leged enemy character of the _— r. which property was 
owned, direc tly or Indiree tly, by a national of the United 
States at the time of such on damage, or destruction : 

“(b) damage to, or loss or destruction of. ships or 
ship cargoes directly or ies tly owned by a national 
of the United States at the time such damage, loss, or 
destruction occurred, which was a direct consequence of 
military action by Germany during the period be- 
ginning September 1, 1939, and ending May 8, 1945; 
no award shall be made under this subsection in favor 
of any insurer or reinsurer as assignee or otherwise 
as successor in Interest to the right of the insured: 
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on 


“(c) loss or damage on account of— 

“(1) the death of any person who, being then a 
civilian national of the United States and a passenger 
on any vessel engaged in commerce on the high seas, 
died or was killed as a result of military action by 
Germany which occurred during the period beginning 
September 1, 1939, and ending December 11, 1941; 
awards under this paragraph shall be made only to or 
for the benefit of the following persons in the order of 
priority named: 

“(A) widow or husband if there is no child or 
children of the deceased ; 

“(B) widow or husband and child or children 
of the deceased, one-half to the widow or husband 
and the other half to the child or children of the 
deceased in equal shares ; 

“(C) child or children of the deceased (in equal 
shares) if there is no widow or husband; and 

“(D) parents of the deceased (in equal shares) 
if there is no widow, husband, or child; 

“(2) injury or permanent disability sustained by any 
person, who being then a civilian national of the United 
States and a passenger on any vessel engaged in com- 
merce on the high seas, was injured or permanently 
disabled as a result. of military action by Germany 
which occurred during the period beginning September 
1, 1939, and ending December 11, 1941; awards under 
this paragraph shall be payable solely to the person 
so injured or disabled ; 

“(3) the loss or destruction, as a result of such ac tion, 
of property on such vessel, as determined by the Com- 
mission to be reasonable, useful, necessary or proper 
under the circumstances, which property was owned by 
any civilian national of the United States who was then 
a passenger on such vessel; and in the case of the death 
of any person suffering such loss, awards under this 
paragraph shall be made only to or for the benefit of 
the persons designated in paragraph (1) of this sub- 
fasta and in the order of priority named therein. 


**TRANSFERS AND ASSIGNMENTS 


“Src. 205. The transfer or assignment for value of any 
property forming the subject matter of a claim under sub- 
sections (a) or (b) of section 204 subsequent to its damage, 
loss, or destruction shall not operate to extinguish any claim 
of the transferor otherwise compensable under either of such 
subsections. If a claim which could otherwise be allowed 
under subsections (a) or (b) of section 204 has been assigned 
for value prior to the enactment of this title, the assignee 
shall be the party entitled to claim thereunder. 
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“NATIONALITY OF CLAIMANTS 


“Sec. 206. No claim shall be allowed under this title unless 
the claimant and all predecessors in interest in the claim 
were, on the date of loss, damage, or destruction, and con- 
tinuously thereafter until the date of filing claim with the 
Commission pursuant to this title, nationals of the United 
States, including any person, who having lost United States 
citizenship solely by reason of marriage to a citizen or subject 
of a foreign country, reacquired suc h citize nship prior to the 
date of enactment of this title if such individual, but for 
such marriage, would have been a national of the United 
States at all times on and after the date of such loss, damage, 
destruction, or removal until the filing of his claim. 


“CLAIMS OF STOCKHOLDERS 


“Sec. 207. (a) No claim based upon an interest, direct « 
indirect, in a corporation or other entity qualified to receive 
an award under this title shall be allowed. 

“(b) No claim based upon an interest, direct or indirect, 
in a corporation or other entity not qualified to receive an 
award under this title shall be allowed unless at least 25 per 
centum of the outstanding capital stock or other proprietary 
or similar interest in such entity has been owned, directly or 
indirectly, at all times between the date of such loss, damage, 
destruction, or removal and the date of filing its claim, by na- 
tionals of the United States qualified to receive an award 
under this title. For the purpose of this subsection the fact 
that subsequent to the loss, damage, destruction, or removal 
of the property there has been nationalization, confiscation, 
or other governmental seizure of title of the capital stock 
or other proprietary or similar interest in the entity direct 
ly owning such property shall not be deemed to have affec _ 
the ownership, direct or indirect, of such capital stock « 

other proprietary or similar interest of such persons, cor- 
porations, or other entities. Any award under this subsec- 
tion shall be limited to that proportion of the total loss that 
the capital stock or other proprietary or similar interest in 
such entity owned by such persons, corporations, or other en- 
tities in such entity at the time of the loss, damage, destruc- 
tion, or removal bears to the total capital stock or other pro- 
prietary or sunilar interests. 


"DEDUCTIONS IN MAKING AWARDS 


“Seco. 208. In determining the amount of : any award there 
shall be deducted all amounts the claimant has received on 
account of the same loss or losses with respect to which an 


award is made under this title. 


“CONSOLIDATED AWARDS 


“Sec. 209. With respect to any claim which, at the time of 
the award, is vested in persons other than the person by 
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whom the loss was sustained, the Commission may issue a 
consolidated award in favor of all claimants then entitled 
thereto, which award shall indicate the respective interests of 
such claimant therein; and all such claimants shall partici- 
pate, in proportion to their indicated interests, in the pay- 
ments authorized by this title in all respects as if the award 
had been in favor of a single person. 


“CERTAIN AWARDS PROHIBITED 


“Spec. 210. No award shall be made under this title to or 
for the benefit of (1) any person who has been convicted 
of a violation of any provision of chapter 115, title 18, of 
the United States ¢ ‘ode, or of any other crime involving dis- 
loyalty to the United States, or (2) any claimant whose claim 
under this title is within the scope of title III of the Interna- 
tional Claims Settlement Act of 1949, as amended (69 Stat. 
JU, 


“CERTIFICATION OF AWARDS 


“Src. 211. The Commission shall certify to the Secretary of 
the Treasury, in terms of United States currency, each award 
made pursuant to section 204. 


“CLAIM FILING PERIOD 


“Sec. 212. Within sixty days after the enactment of this 
title or of legislation making appropriations to the Commis- 
sion for payment of administrative expenses incurred in 
carrying out its functions under this title, whichever date is 
later, the Commission shall give public notice by publication 
in the Federal Register of the time when, and the limit of 
time within which claims may be filed, which limit shall not 
be more than eighteen months after such publication. 


“CLAIMS SETTLEMENT PERIOD 


“Sec. 213. The Commission shall complete its affairs in con- 
nection with the settlement of claims pursuant to this title 
not later than five years following the enactment of legisla- 
tion making appropriations to the Commission for payment 
of administrative expenses incurred in carrying out its func- 
tions under this title. Nothing in this provision shall be con- 
strued to limit the life of the Commission. 


“PAYMENT OF AWARDS 5 PRIORITIES; LIMITATIONS 


“Src. 214. (a) The Secretary of the Treasury is author- 
ized and directed, out of the sums deposited in the German 
Claims Account in the War Claims Fund pursuant to subsec- 
tion (c) of section 39 of the Trading With the Enemy Act 
of October 6, 1917, as amended, to make payments on account 
of awards certified by the Commission pursuant to this title 
as follows and in the following order of priority: 

“(1) Payment in full of awards made pursuant to sec- 
tion 204 (c) (1) and (2). 
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“(2) Thereafter, payments from time to time on account 
of the other awards made pursuant to section — in an 
amount which shall be the same for each award or in the 
amount of the award whichever is less. ‘The total anulatt 
made pursuant to this paragraph on account of any award 
shall not exceed $10,000. 

“(3) Thereafter, payments from time to time on account 
of the unpaid balance of each remaining award made pur- 
suant to section 204 which shall bear to such unpaid balance 
the same proportion as the total amount in the fund avail- 
able for distribution at the time such payments are made 
bears to the aggregate unpaid balances of all such awards. 
No payment made pursuant to this paragraph on account 
of any award shall exceed the unpaid balance of such award. 

“(b) Such payments, and applications for such payments, 
shall be made in accordance with such regulations as the Se 
retary of the Treasury shall prescribe. 

“(c) For the purpose of making any such payments, ther 
than under section 214 (a) (1), an ‘award’ shall be deemed 
to mean the aggregate of all awards certified for payment 
from any one account in favor of the same claimant. 

“(d) If any person to whom any payment is to be made 
pursuant to this title is decreased or is under a legal disability, 
payment shall be made to his legal representative, except that 
if any payment to be made is not over $1, 000 and there is 
no qualified executor or administrator, payment mi Ly be made 
to the person or persons found by the ¢ ‘comptroller reneral 
to be entitled thereto, without the necessity of compliance 
with the requirements of law with respect to the administra- 
tion of estates. 

“(e) Payment on account of any award pursuant to this 
title shall not, unless such payment is for the full amount 
of the award, extinguish any rights against any foreign gov- 


ernment for the unpaid balance of the award. 
“PEES OF ATTORNEYS AND AGENTS 


“Sec. 215. No remuneration on account of services ren- 
dered on behalf of any claimant in connection with any claim 
filed with the Commission under this title shall exceed 10 per 
centum of the total amount paid pursuant to any award cer- 
tified under the provisions of this title on account of such 
claim. Any agreement to the contrary shall be unlawful 
and void. Whoever, in the United St ites or elsewhere, de- 
mands and receives, on account of services so rendered any 
remuneration in excess of the maximum permitted by this 
section, shall be guilty of a misdemeanor, and, upon convic- 
tion thereof, shall be fined not more than $5,000 or impris- 
oned not more than twelve months, or both. 


“*“APPLICATION OF OTHER LAWS 


“Sec. 216. To the extent they are not inconsistent with the 
provisions of this title, the following provisions of title I of 
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this Act and title I of the International Claims Settlement 
Act of 1949, as amended, shall apply to this title: The first 
sentence of subsection (b) of section 2, all of subsection (c) 
of section 2 and section 11 of title I of this Act, and subsec- 
tions (ec), (d), (e), and (f) of section 7 of the International 
Claims Settlement Act of 1949, as amended. 


“TRANSFER OF RECORDS 


“Src. 217. The Secretary of State is authorized and 
directed to transfer or otherwise make available to the Com- 
mission such records and documents relating to claims 
authorized by this title as may be required by the Commis- 
sion in carrying out its functions under this title.” 

Sec. 4. If any provision of this Act, or the application 
thereof to any person or circumstances, shall be held invalid, 
the remainder of the Act, or the application of such provi- 
sion to other persons or circumstances, shall not be affected. 

(mend the title so as to read: 


Payment of war damage claims against Germany and 
return of vested assets to American citizens. 


oe . 
PURPOSE 


This bill has two principal purposes (1) to permit the payment 
of the war damage claims of American citizens against Germany 
and (2) to permit the return of vested property to individuals who 


ave become United State Itizens since the vesting of their property. 
Che funds to be used 1 ot the payment of American war dam- 
age claims are to be seep ed | om the proceeds of vested assets which 

‘e not subject to return pursuant to the provisions of the Trading 
With the Knemy Act, as ame nded 


STATEMENT 
Il. GENERAL INTRODUCTION 


The Committee on the Judiciary has since the 82d Congress been 
specifically charged by the Senate of the United States with the 
funetion of examining and reviewing the administration of the Trad- 
ne With the Enemy Act. In previous reports, the subcommittee 
appointed to perform this undertaking found considerable inequities 
n the operation of the law. 

In the 83d Congress, in recognition of these disclosures, the com 
mittee reeommended legislation which would have had the United 
states revert to its original nonconfiseatory policy with respect to 
the se ZN of private property. Following this action, there were 


substantial demands that any such program include adequate provi 
ion for the payment of Ame rican war damage claims. In the light 
of this eonstructive suggestion, the committee undertook to a 
1 Two part program encompassing the payment of America war 


damage elnims and the return of vested assets. However, since that 
tine the President of the United States has announced that he would 
not support a program of full return of vested assets, so that the 


S. Rept. 2358, 85-2——-2 
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‘Oommittee is nov pi pared to recommend legislation subs antially 
imilar to that forwarded to the Congress by the President. The bill, 


} ? +." . 
is amended, would not, as the President’s proposal would, provide 
7 ° . ° ry 
for the payment of war damage claims against Japa 1. The com- 
4 te Ce +] i Ah se : | } te 
mittee did not pelleve that lent consideration had been given to 





such a program, nor did it believe that the amount 
draft bill ($10 million) would have been adequate to carry out the 
program. Furthermore, the COMETS ee felt it necessary to append to 


the bill an amendment to the Trad ing With the Ens my Act which 


? 
} 
i 
( 


would re! e some of the substantial inequities disclosed as a result 
of its examination. Thus the committee bill, unlike the administra- 
tion’s proposal, would permit the return of vested assets of persons 
ho sinee the vesti g ot their property have Acq ured United States 
citizenship. The reasons for thea loption of the amendments set forth 
nore fully in the explanation belov 
Il. WAR DAMAGE CLAIMS 


62 Stat. 1240: 50 U.S. C. App. 20 to provid the } 
( | \ rid \\ il ‘eo ? l eC] } | i > CQO) 
') - ( ! ore or pal ( li i na { e | 
e ral Ki} per oO } rye or oThe Visi tT hu blk TO tyre 
would be paid exc] usively from the Germ: an claims account. 
The types of claims authorized are, briefly, as follow 
] Ph Cia ; Oj} pl l () () { uci s) } ) 
j i ) ‘ LaATiLe url ga esult of 
It) ( l pe il ( ire CW aga 
uch oper t Lise yf 1e@ enemy or alleged enemy Cchnaractel 
) 
yor the los ru O1 S eal 
~ } () 
| disability claims by American civil 
rhe ly ) i rad t edloed pa Hi] 
] nnino Sent } 1Y.>$ { 1) 
> 1 . 
Payments would be made in the full amount of rds on death, 
hyury LIi¢ d 1. lity c] 1s There ifter. d pend gF upon c 
mount oney ay ble, payments on oth rds would be made, 
iro time to , in amount not In excess S10 NK) () d 
or more ! SLUUUV, Paymen We Id be 1 We on a pro ited 
to keen Vv t] ! the ] ! ot funds \ lable 
Eligible claimants or their ai ‘essors in interest, in the case of 
natural persons, are re¢ uired { » nationals of the United States on 
the date of the los for whi a ‘sien is filed and continuously there 
after until t] Mharacet Bilau wach Cais. In the case of a person who 
mav have lost United States citizenship throug! hn rriage to itizen 
or subject of a foreign country, —o person wo ild be an eligible 
claimant if citizenship is roavoqiuin “dl } to the date of enactment 
of the proposed bill, and if such person Tanah face beta & notional 
of the [J ited SS ates at all ened on or after P t | e d ife o] '] h lo 5 if 
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such marriage had not taken place. A national of the United States 
is defined as any person who is a citizen of the United States or who 
owes permanent allegiance to the United States. Aliens are expressly 
excluded from such definition. 

Kligible claimants, or their predecessors in interest, in the case of 
corporations or other entities, under the bill, are required to have 
been incorporated or otherwise organized under the laws of the 
United States or of any State or Territory thereof or the District of 
Columbia on the date of the loss, damage, destruction, or removal of 
its property. In addition the proposed bill requires as vipre sore of 
eligibility for such corporations or other entities that at least 50 
percent of the outstanding capital stock or other proprietary isioal 
In such entity was owned directly or imadl ly by natur: al persons 
who could qualify as eligible claimants as described in the preceding 
pars Lor aph, 

These provisions of eligibility follow the traditional and generally 
accepted prince iple of international law relating to the nationality of 
c laimants asserting claims against governments other than their own. 
It is believed a strict compliance with the eligibility requirements 
established by international law is essential since the claims are es- 
sential claims against a fore ign government. 

In addition to the foregoing mia jo provisions of the bill certain 
necessary collateral provisions are included relating to the claims 
filing period, limitation of attorneys fees, deduction for administra- 
tive « Xpenses, and similar administrative matters. 

The claims of insurance companies as subrogees under war-risk 
insurance or reinsurance policies or contracts for maritime losses are 
not cove red by this legish ition. In this respect the bill differs from 
the administration's proposal, The administration program also in- 
cluded within its provisions claims for property taken by the Rus- 

ans for repa rations under the Potsdam agreement. No such pro- 
easton is included in this bill en in the view of the committee this is 
a separate subject which ought not to be included in a bill of this 
character. 

The Foreien Claims Settlement Commission has estimated that 
claims asserted against Germany will total approximately $300 mil- 
lion. However, the experience of that Commission has led them to 
estimate but a third of this total will be required to satisfy these 
claims. 

The war damage claims for which provision is made in this bill are 
not based on the assertion of a leo: il right acs inst the United States. 
The damages were not oceasioned by aer(s ot the (;overnment of the 
United States, but by acts of a former enemy government. But the 
United St; ates, to fa Tite ate the reh; ibilitat 10 n of work | economic condi- 
tions, has not exacted reparations from that government sufficient to 
provide an adequate war claims program. The issue now is simply 
wheth ; ns ‘sons with such claims shall be denied reimbursement, 
either re whole or in part, or whether the United States, having failed 
to insist upon reparations in the customary form, will now provide a 
means for payment of the legitimate claims of its citizens. As in the 
War Claims Act of 1948, the issue is clearly a moral one. Though the 
obligation is moral, it is no less impelling than if it were legal. The 
ravages of war are inflicted in unequal proportions. There can be no 
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total equalizer. But it is not inappropriate for a representative gov- 
ernment to alleviate, insofar as monetar Vv compe nsation can alleviate, 
the injuries visited on a few in the cours se of the protec tion of all. 

Many of the claims which will be submitted - this legislation is 
adopted will arise as the result of the investment of American citizens 
in industry abroad. In recent years it has aa a consistent policy 
of the United States Government to encourage such investments and 
recently a program has been inaugurated providing a measure of in- 
surance for American investors. If the United States is to continue 
to encourage investments abroad, adoption of the program advocated 
here should represent considerable reassurance to such investors. 

There is ample reason in precedent why the personal injury and 
property losses should be paid. A full treatment of the historic 
policy of the United States with respect to such sanne is set forth 
in House Document 67 of the 83d Congress, Ist session, which is the 
supplementary report of the War Claims Commission. While the 
Commission concluded that there obviously had been no uniformity 
in the United States about the manner in which the claims arising 
out of wars have been settled, nevertheless the Commission concluded 
that precede nts cle arly indicate the acce oe of the principle that 
there are certain types of war losses for which the Government should 
prov ide compe nsation. 

The committee has, in this bill, recommended a comprehensive 
program for the payment of war damage claims against Germany. 
Such a program serves to reaflirm the consistent policy of the United 
States to provide redress for war losses. Such a program should 
also serve to alleviate some of the inequities visited on American 
citizens as the direct consequence of the war. It should also provide 
“ measure of reassurance for American citizen investors abroad. 


Il, RETURN OF VESTED ASSETS TO UNITED STATES CITIZENS 


Section 32 (a) (2) (D) of the Trading With the Knemy Act, as 
amended, presently authorizes the return of vested prope rty to: (1) 
individuals who, as a consequence of any law, decree, or regulation 
of the nation of which he was then a citizen or subject, discrim- 
inating against political, racial, or religious groups, has at no time 
between December 7, 1941, and the time when such law. decree. or 
regulation was abrogated, enjoyed full rights of citizenship under 
the law of such nation. This is known as the persecutees’ provision. 
(2) Individuals who at all times after December 7, 1941, were citi 
zens of the United States, or certain individuals who, having lost 
United States citizenship by marriage to a foreign national re- 
acquired such citizenship prior to the date of enactent of the proviso, 
September 29, 1950. The third proviso of section 32 (a) (2) (D) 
limits the total of the returns under the second proviso to property 
with an aggregate book value of $9 million. The term “book value” 
means the value, as of the time of vesting, entering on the books of 
the Alien Property Custodian for the purpose of accounting for the 
preperty or interest involved. 

This amendment to the second proviso of section 32 (a) (2) (D) 
of the Trading With the Enemy Act, as amended, would authorize 
returns to a new category of individuals; namely, individuals who 





es 


| 


i 
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have acquired United States citizenship since the dates of the vesting 
of their property. 

The legislation proposed by this amendment deals with a problem 
within a problem. The committee is aware of the vast scope of the 
question in an appropriate disposition of vested alien assets. Foreign 
policy, treaties and agreements with other nations and a reversal of 
existing domestic policy is involved in the matter of the disposition 
of all vested assets. The committee in previous Congresses has given 
its ssw 1] to various measures which would reestablish this Na- 
tion as the protector of private property—even in wartime—and 
would renounce the doctrine of confiscation. The committee feels, 
however, that our own American citizens affected by the harsh pro- 
visions of the Trading With the Enemy Act should not be required 
to wait until such time as the Congress is prepared to resolve the 
entire question of the disposition of vested alien assets. 


This amendment provides for the return of certain vested property 
to citize ns of the United States — were formerly nationals of Ger- 
many, Japan, Bulgaria, Hungary, or Rumania and who have become 


Unite a States citizens since the lian in or transfer of their property 
or interest to the Alien Property ¢ ‘ustodian. 


If certain executive agreements in which the Federal Republic of 
Germany agreed to compensate its own nationals for the loss of their 
vested assets are considered binding, then the group of United States 
citizens covered by this amendment would not come under the terms 
of the agreements since they are now United States citizens. 


In offering its comments on a previous Senate bill proposing a sim- 
ilar amendment to section 32 of the Trading With the Enemy Act, the 
Department of State made the observation that this amendment did 

ot appear to give rise to foreign policy considerations. It is the view 
of the committee that there is no foreign policy aspect involved in this 
amendment to the Trading With the Knemy Act. It is strictly do- 
mestic legislation. The enactment of this amendment will the com- 
mittee believes, afford these new United States citizens the most ad- 
vantageous and expeditious method of securing their rightful prop- 
erty. 

fypical of the American citizens now denied property under the 
provisions of the Trading With the Enemy Act is a former German 
national who ftled her home in 1945—at a time when the Russians 
were seizing al) her property—entered the United States in 1945, mar- 
ried a native-born American, became a citizen in 1951, and is the moth- 
er of two American sie This lady is the beneficiary of a trust 
fund created by an American, a fund consisting of United States 
bonds and other se ecurities. This money has at all times remained 1 In 
this country and was never at any time used for furthering Germany’s 
wil ee, Yet, pete: the Congress authorizes the return of such 
property, this citizen and her children are denied the use or proceeds 
of this trust. 

Another example which points out the harshness of the act against 
American citizens is the case of Mrs. Friederike Strachwitz, the great 
eranddaughter of former United States Senator Sharon and the 
granddaughter of former United States Senator Newlands, both of 
Nevada. Mrs. Friederike Strachwitz’ mother, the daughter of Sen- 
ator Newlands, married a German citizen and a few months after the 
birth of Friederike died. The father of the child Friederike then 
married a German citizen. Although Friederike spent much of her 
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childhood { United States, she was by virtue of he r birtha itizen 
oT Wel ; Mir . oetrachnwitZ inherited property from her Amert- 
can mother, which property had been accumulated by both her grand 
fat a great rrandtfather. This property has always been in the 
U d States and was vested by the Ahi hn) Property Cu todian in 
1943. Sn the termination of World War II, Mr. and Mrs. Strach 
Witz wnelir Zz ns and 4 daughters came to this coul C1'5 un | ach of 
them has | mea naturalized United States citizen. 

There are other ca which point out the desirability of amending 
the ‘Trad ne With the enemy Act to afford a return of assets to these 
Ame} itizens, but those already cited are ample to illustrate 
necessity for, d etfect of, this amendment. 

It she d be noted that no appropri: tion would be necessary to 
carry out the provisions of this amendment for the amendment pro 

LA the return of property or the proceeds from the prior 

ule OTF Such property. Furthermore, the limitation whic would b 
applicable to h returns under the amendment of $9 mill ppears 
from the information before the committee to be sufficient so that no 

ne tL OF iat } rovision of the Trading Wit » the lunemy Act 
would be req 

There is an additional provision in this bill which permits certain 
claimants to file a claim in the United States Court of Claims for the 
value of vested assets. These provisions deal with a vestiture of 
shares of capital stock of the General Dyestutf Corp. which were 
vested by vesting order No. 33, dated June 30, 1942. ‘The owners of 
the shares of ste - at the time of the vesting were all citizens of the 
United States. The property was seized upon the theory that the 
Shares Wel fact the property of nationals Or a Toreign enemy 
country and not the American nationals who appeared as the owners. 
Subsequent to vesting suits were filed by these American citizens 

ursua to section 9 (a) of the Trading With the Enemy Act, as 
unended, to recover their property. These suits were settled, how 


O-( illed compromise agreements prior toa trial on the merits 
rt of the United States. The subcommittee appointed to 
administration of the Trading With the Enemy Act coi 


ducted an exhaustive inquiry into the facts and circumstances sur- 


the sub 

able.” 
its 
as 


{ cl 


i > ’ i 
Dvye stufl Corp. we 


Yr the vesting’ of this property and the so-called con promise 


In the final report issued by the subcommittee in 1953 


* 


ommiittee concluded “such settlements cannot be held equit 


The subcommittee went on to observe that 


ex m1 ation of this case has revealed a reasonable di ubt 


whether the various American stockholders of Ge 

» treated in an equitable manner. In 
. exists as tothe merits of t 
and subsequent methods used in obtaining settle- 


] 
Pil 7 Leal 
ot 1 e doubt Whiel 


it. the committee further finds the decision of the Office 


Alien Property to resist, on a technicality, a trial of the 


sues 1n this ease by a court of the United States to be 
leparture from the accepted doctrine that a 


Ps : : a4 ae ; : 
1zen 1S entitied to his day 1n court. 


believe s 


on the 


light of these fi dings by the subcommittee, the committee 
it advis ible to permit these claimants to proceed to a tria 


I 


merits before the United States Court of Claims. If t 


1e@ 
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court should fine the claimants are entitled to a return of their prop- 
erty, the claimants would be entitled to recover the value of the shares 
of stock taken from them less such amounts as they received by rea- 
son of the compromise settlement. 


CONCLUSION 


he committee believes the Congress should no longer delay a 
reasonable program for the payment of American war damage claims 
ruinst Germany. Delay works many hardships. Moreover, the 
age of time makes more difficult the practical realization of any 
ms in a program established by the Government to fulfill its 
ral and legal obligations to its nationals. 
The payment of American war damage claims fortifies the Gov- 
ernment now with fixed obligations with which to negotiate proper 
eparations when the peace conference with Germany shall commence. 


The committee believes that the proposed return of vested property 
to American citizens should be ap yproved., 7 o e the Department of 
Justice in its report takes the position that » passage of “ IS pro- 


islon would accord pre ferential treatn lent, the comn nittee elie ves 
that there is ample basis for the preferenti ial treatment of persons who 

quire United States citizenship. This is amply su pported by prior 
amendments to the act which serve to permit the return of property 
to persons who possess dual citizenship. In addition, it is well known 
hat in order to acquire United States citizenship an alien must prove 
good moral character. The fulfillment of this requirement should 
lispel any doubts that a claimant under this bill might have been 
nember of the Nazi Party or a person actively associated with the 


conduct of the war effort of the Germans or the Japanese. Further- 


more, it seems inconsistent, so far as the committee is concerned, to 
nake a grant of citizenship to an alien and then to deny that person 
full rights of citizenship including the return of property taken from 


him, or the payment of just compensation for such taking. By 
denying a return to such citizens means the imposition of an inferior 
fatus upo! such individuals. In effect it would constitute second- 
lis itizenship. 

While these considerations impel the committee to recommend fa- 
ible cor siclew ation of this legisl: ation the committee further believes 


e enactment of this | ois}: ition is essential to our own interes 
titutes a desirable step in the progress toward the fi fillment 
of our obligations to certain American nationals and toward the 
r n to the historic American policy of mainaining inviolate the 
principle of the sanctity of private property. The committee, the re- 


that the le cislation be f favorably considered. 


JULY 3, 1958. 


Hon. Oren Harrrs. 
Chairman, Co ittee on Interstate and Foreiaqn Commerce. 
TT of Representatives, Washington, DO. 
Dear Mr. Tlarnts: Further reference is made to your letter of 
Ma 51, 1958, requesting the Department to prepare a draft of 
esigned to carry out the administration’s program for the pay- 
"World War II damage claims of American nationals against 


rmany and an equitable monetary return of vested German assets. 
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As I indicated in my letter of March 28, it has been our desire, in 
the interest of our re ‘lations with the Fede ral Republic oO] Germany, 
to achieve a final and mutually satisfactory solution of the problem of 
vested Gverman assets, as well as to arrange a final s ettlement ot the 
unsatisfied claims of American nationals against Gel many for World 
War II losses. In its examination of the plan outlin 1 my March 
98 letter as it relates to vested assets, however, the Bion rnment of the 
Federal Republic of Germany has had great difficulty ina eiueaaladicnee 
with any degree of certainty what return might eventually be made 
to the larger property owners under that plan. That Government 


1 } 


has also felt that the return which might be made to these larger 
| 


property owners under the administration plan would, in any event 
be inadequate. Accordingly, while expressing its appreciation of our 
proposal for monetary returns of up to $10,000 to natural persons, the 
Federal Republic has suggested that more should be done for those 
owners not included in the $10,000 return by so modifying the proposal 
as to assure a substantial monetary return to all former owners. 


We have told the German representatives that we do not consider 


this to be feasible. At the same time, we believe that the submission 
of draft legislation concerning the war damage claims of American 
nationals against Germany should not be further delayed. Passage 
of sucha claims bill would provide relief to the many (merican claim 


» 


ants who have now been waiting for 13 years, while comparable 
claims in most other areas have been settled. 


There are in addition still some American nationals who have wat 
dar lage claims arising’ out of action in the Pacitic theater (outside 
of Japan, the Phily pines, and Guam) which are 1 covered by the 


treaty of peace W ith J apan or by United States war-claims legislation. 
The Se ea, ms Wms Settlen ent Commission will be transmitti & TO 


vou shortly a « t bill providing for the payment of the World Wai 
i] dam Te fads 1S of American hi atio als against Germany from pro 


ceeds available from the liquidation of vested assets not required to 


ful il] obligati ons 1m posed against these assets, The will Iso 
provide for the payment of similar war-damage claims of Americar 
ationals arising in the Pacific theater in a total amount not to exceed 
$10 million. Financing of these latter payments Trom appropriate 
funds will be recommended because the value of 1 claims aoainst 
Japan heretofore paid from vested assets far exceed ie value of 
vested Japanese assets. By making it possible to « blish 1 Ce) 
tainty the magnitude of valid war damage claim f Amer 
tionals against Germany and by providing for the pavym yf sueh 
claims, t this bill would eliminate one of the prin pal fact rs Which 
lp to now have made mn sideration ot the Vesi l-assets probl 1) ) 
difficult and unsatisfactory. The | i] 1] would, theref: e, facilitate fu 
ture e fforts to achieve a final and mutual llv sat ictorv solution hl 


problem of vested German assets. 
The Bureau of the Budget has advised that it has no objection to the 
submission of this letter. 
Sincerely yours, 
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Foreign Ciarms SErrLEMENT CoMMISSION 
OF THE UNITED STATES, 
Washington, D. C., July 8, 1958. 
The Vice Present, 

United States Senate, W ee pC, 

Dear Mr. Vice Prestoenr: Transmitted herewith i in behalf of the 
executive branch for the scahedluasthiads of the 85th Congress is the 
draft of a proposed bill entitled, “A bill to amend the War Claims Act 
of 1948, as amended, to provide compensation for certain World War 
II losses.” 

The draft bill would authorize the Foreign Claims Settlement Com- 
mission to process five types of claims of United States nationals for 
losses and injuries arising from military action in the European and 
Pacific theaters during or immediately prior to World War II. 

Claims arising in the European theater would be compensated from 
the net proceeds of ane assets vested under the Trading With the 
Knemy Act. The bill would authorize an appropriation of $10 
million to apply to certain unsatisfied claims arising in the Pacific 

eater. 

Awi uds based on disability or death would be paid in full. All 
others would be paid by uniform installments, from time to time, of 
not to exceed in the aggregate $10,000. Where an award, or the 
balance due on an award, is less than any current installment the 
award or balance due thereon would be paid in full. Payments in 
excess Of $10,000, on account of awards in excess of that amount, 
would be ratably proportioned under the bill. 

The bill creates two accounts in the existing war claims fund, in 
the United States Treasury, designated, respectively, the German 
claims account and the J: apanese ¢ laims account. It requires that the 
European theater claims be paid from the German account and the 
Pacific theater claims from the Japanese account. Funds for deposit 
n one account may not be diverted to the other. 

briefly, the categories of claims that would be authorized under 
he bill are as follows: 

1. Physical damage to or physical loss or destruction of property 
in the countries or areas named, occurring as a result of military action 

1erein or of special measures directed against such property because 
of the ene my or alleged enemy character of the owner. 

2. Damage to or the loss or destruction of ships or ship cargoes as 
\ result of military action. 

3. Net losses of maritime insurance underwriters incurred in the 

ttlement of claims of insured losses on American-owned ships (not 
cargoes) lost, damaged or destroyed by military action during World 
“ II. 

. Death, injury, and disability claims by American civilian pas- 
sengers (not crew members) ween ean «_ passenger ships in the 
period beginning September 1, 1939, and ending December 11, 1941 
(date of American declaration ot war). 

Losses resulting from the removal of industrial or capital equip- 
ment in Germany for reparation purposes, owned by Americans on 
May 8, 1945 (termination of hostilities in Europe). 

The draft bill conforms to current policy recommendation for con- 
sideration of the problem of settlement of American war claims. 
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In a letter dated July 3, 1958, from the Assistant Secretary of State 
for Congressional Relations, Hon. William B. Macomber, Jr., to the 
chi ne an of the Committee on the Judiciary, United States Senate, 
Hon. James O. Eastland, it was stated: “Passage of such claims bill 
would provide relief to the many American claimants who have now 
been waiting for 13 years, while comparable claims in most other 
areas have been settle d.” 

The draft bill includes, among other things, an amendment to sec- 
tion 39 of the Trading With the Enemy Act concerning transfers by 
the Attorney General of net proceeds of liquidated enemy assets to 
the Treasury. The bill also includes particulars as to areas and 
countries where losses occurred, types of property involved, eligibility 
of claimants and provisions concerning the effect of transfers or 
assignments, claims of stockholders and the like. A maximun of 20) 
months would be allowed in which to file claims and completion of 
the program would be required within 5 years. 

In many respects this bill is similar to proposed legislation here 
tofore transmitted dealing with American war claims except for th 
inclusion of claims from the Pacific theater and certain differences 
in its financial provisions. Its claims provisions follow the pattern 
of H. R. 6888, for example, which was transmitted in draft form on 
April 3, 1957. It also resembles H. R. 6730 and S. 2227 in the 84th 
Congress, submitted June 6, 1955. In the letter of transmittal dated 
April 3, 1957, the historical background of the problem of enemy 
assets and American war claims was dealt with at some length. 
Among other things, it was pointed out that the United States had 

vested substantially all German and Japanese assets known to be in 
the United States as of December 7, 1941, and that under the provi- 
sions of the Paris reparation agreement and the treaty of peace with 
Japan, the United States was ‘authorized to hold the assets in Hon 
of reparation and to dispose of them as she saw fit. 

It has thus far been the policy of the United States to use these 
assets for the benefit of her nationals who suffered injuries, hard- 
ships or losses as a result of the war. A substantial portion of the 
proceeds were used, accordingly, to discharge the claims of Americans 
who were held as prisoners of war. Among the most pressing civilian 
claims were those which arose in the Philippines, Guam, Wake, and 
Midway where Americans, many of them engaged in military or de- 
fense activities, were encouraged to remain in these areas. For these 
reasons, and because of the importance of rehabilitating the Philip- 
pines, claims in these areas received first attention. 

From time to time compensation on various other categories of 
war claims has been provided. Compensation for war damage on 
losses arising in Japan were tine’ for in the treaty of peace ) with 
Japan. Recovery on claims arising in Italy or territories ceded by 
Italy was provided in the treaty of cat e with that country. Com- 
pensation to American claimants was provided in the treaties of 
peace with Bulgaria, Hungary, and Rumania. 

The three cian countries, however, did not live up to their treaty 
obligations and for that reason the 84th Congress enacted Public 
Law 285 authorizing the Commission to process claims of Ameri- 
can nationals against these governments and to use their vested assets 
in the United States, and those of their corporate nationals, to apply 
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toward payment. Italy paid to the United States an additional sum 
of $5 million to compensate the claims against her not included in the 
Italian peace treaty. The Commission is now processing them under 
the authority of Public Law 285. 

In our judgment the settlement of the claims, which would be au- 
thorized under the bill, should not be del ayed any longer. With 
the passing of time the ‘difficulties of establishing titles, successions, 
and valuations keep on mounting to increase administrative costs 
attending claims processing. 

For these reasons the Commission urges early and favorable action 
on the proposed bill. 

Accompanying the draft bill is a section-by-section analysis of its 
provisions. 

Advice has been received from the Bureau of the Budget that the 
enactment of the proposed legislation would be in accord with the 
program of the President. 

Sincerely yours, 
Wuirney GILLitLaAnp, Chairman. 


Apri 2, 1957. 
Hon. James O, Easrianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning a bill (S. 411) to amend 
the Trading With the Enemy Act, as amended. 

The second proviso of section 32 (a) (2) (D) of the ae With 
the Enemy Act, as amended (50 U. S. C. App. 32 (a) (2) (D)), 
presently authorizes the return of vested property to (1) individual: 
who at all times after December 7, 1941, were citizens of the United 
St: ites, and (2) certain individuals who, having lost United States 
citizenship by marriage to a foreign national, reacquired such citizen- 
ship prior to the date of enactment of the proviso, September 29, 1950. 
The third proviso of section 82 (a) (2) (D) limits the total of the 
returns under the second proviso to property with an aggregate 
book value of $9 million. Book values are values reflected on the 
records of the Office of Alien Property as of the times of vesting. 

S. 411 would amend the second proviso to authorize returns to a 
new saat ct of indi al luals 1. C.. individuals who have acquired 
(merican citizenship since the dates of vesting of their property. 
Thi sieeanes would include former enemy nationals not resident 
in the United States during World War IT who came to this country 
and acquired United States citizenship after the war. Persons in 
this category would have 1 year from the date of enactment of S. 411 
within which to file claims for return. 

The subject bill would have no effect on the third proviso of section 
32 (a) (2) (D) and claims allowed under the bill would have to 
come within the overall $9 million figure set forth in the third proviso, 
As of June 30, 1956, the total book value of all claims filed under that 
section was approximately $8 million and $4,134,171.36 of these claims 
has been allowed. It is, of course, not possible to state how much of 
the balance will be allowed and how much of the book value the sub- 
ject bill would require for returns to the new category of persons it 
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proposes. However, it is possible that the $9 million figure would not 
cover all existing claims and claims under this bill. 

The Office of Alien Property has no data concerning the number 
of persons who would be made eligible for the return of vested prop- 
erty ¢ the proposed amendment to the second proviso of section 32 
(a) (2) (D). However, it is no doubt insubstantial in relation to 
the el number of persons whose assets have been vested. Further- 
more, it appears that the beneficiaries of the bill would consist for the 
most part of former enemy nationals who have been fortunate enough 
to be admitted to this country under circumstances permitting their 
naturalization. Thus, this bill would prefer them over former enemy 
owners of vested property who have not emigrated and those who 
have migrated to countries other than the United States. There 
appears to be no basis for this preference. Accordingly, the Depart- 
ment of Justice is unable to recommend the enactment of S, 411. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Winiiam P. RoGers 


Le puri A ttorne / (ren u. 


\prin 9, 1957. 


H 


. Hersvert Brow Nex. JR. 
ge epee reielieim ts f nite I Sta 


Dep Ma) ent of Justa Washi gton. DP. ¢ 
Dear Mr. Arrornry GENERAL: In the hearings just concluded o1 


} roposals to ame nad U} Tr adine With the Icenemy —-\ tr senator Bi ble 
} 


framed a question in connection with the provisions of S. 411 which 


he wished to have answered by Colonel Townsend, Assistant Attor- 
ney General, as follows: 


“T am exceedingly curious, Mr. Chairman, as to why the Department 
Justice and Alien Property Custodian have never supported the 
return of — property to United States citizens and as to why they 


speak of itasa pre ference, and if there is any other reason other than 
they have given here, I do not know of it.” 

In order that your reply may be incorporated in the record of the 
hearings will you please submit a statement from Colonel Townsend 
viving his comments on the above. 

“Veue truly yours, 
Onin D. Jounsrox, Chairman. 


DEPARTMENT OF JUSTICE, 
OFrFICcEe OF THE Deruty ATTroRNEY GENERAL, 
Washington, A pril 19, 1957. 
Hon. Ouin D. Jounsron, 
Chairman. Subcommittee On thre Trading moth the Ene MY Ac Ga 
Committee on the Judiciary, United States Senate. Wash- 
ington, dD, i. 


Dear Senator: This is in response to your letter of April 9, 1957, re- 
questing comment on a statement by Senator Alan Bible at the hear- 
ings of your subcommittee on Apr il 4, 1957. 

The excerpt from Senator Bible’s testimony set forth in your let- 
ter makes it appear that the Department of Justice and its predeces- 
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sor, the Alien Property Custodian, have opposed the return of vested 
property to United States citizens generally. This is not the case. 
Section 32 (a) (2) (C) of the Tr ading With the E nemy Act (50 
U. S. C. 32 (a) (2) (C)), which was enacted in 1946 at the instance 
of the Alien P roperty C ustodi: un, the Department of Justice and other 
agencies, provides for the return of vested property of American citi- 
zens who were theretofore disqualified for return by reason of war- 
time residence in enemy countries. Four years later the De »partment 
of Justice sup ported the enactment of an amendment to section 32 
(a) (2) (D) which made it possible for certain persons with dual 
United States and enemy citizenship to obtain the return of vested 
assets 

Present provisions of section 32 thus permit the return of property 

» persons who owed complete or at least divided allegiance to the 
U nited States during the war. 8S. 411, on the other hé ind, would ex- 
tend the benefits of section 32 to persons who had no allegiance to 
the United States until after the war. It seems to be based on the 
position that the prewar enemy owners of vested property who have 
emigrated to the United States and obtained American citizenship 
should be rewarded by obtaining the return of that property. As 
stated in our report on S. 411, the Department sees no basis for pre- 
ferring former enemy owners of vested assets who have come to the 
United States over all other enemy owners. Furthermore, passing 
over this preference, there appears to be no basis for limiting the 
group of fortunate individuals to those who have been able to come 
to the United States and obtain citizenship by the end of a year after 
the enactment of S. 411, as would result from section 2 of the bill. 

It should be noted that the War Claims Act of 1948 dedicated the 
proceeds of liquidation of vested German and Japanese property to 
the satisfaction of American war claimants against enemy countries. 
Passage of S. 411 would devote assets earmarked for the benefit of this 
group of American citizens to the benefit of persons whose wartime 
allegiance was to those very enemy countries. Finally, it should be 
noted that. in article 5, chapter 6 of the Bonn Convention on the Settle- 
ment of Matters Arising out of the War and the Occupation, the Fed- 
eral Republic of Germany agreed to compensate the former owners of 
German property vested by this and other allied Governments. Since 
it is apparent that virtually all the persons . be benefitted by S. 411 
are of German origin, it would appear proper for the German Govern- 
ment to afford the relief proposed by the bill. 

Sincerely, 
Witiiam P. Rogers, 
De pury d { ttorne Y Ge Vie ral. 


Unrrep Srares SENATE, 
ComMMITTEE ON INTERSTATE AND Fore1igN CoMMERCE, 
May 10, 1957. 
Hon. Otrw D. Jounstron, ; 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate, Wash- 
ington, D.C. 
My Dear Mr. Cuatrman: This refers to the April 19 reply of the 
Deputy Attorney General to your letter of April 9, posing to that of 
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ficer the question which I wished addressed to Colonel Townsend, As- 
sistant Attorney General, at the recent hearings on 8. 411 and other 
bills dealing with the Tr: ading With the Enemy Act. 

In recommending against the enactment of S. 411, the Attorney 
General has raised a number of objections thereto, upon which I 
would like to offer these comments: 

First of all, the Attorney General points to his 1946 support of 
subdivision (a) (2) (C) and his 1950 support of subdivision (a) (2) 
(D) of section 32 of the act as evidence of his desire to return vested 
pro perty to certain narrow classes of U2 ited States citizens. If in- 
deed the Department of Justice has in the past favored return of 


; : 134 | : ie 
vested property to American citizens Gisqu ulified because of wartime 
; 


residence in enemy count ies, or hecau e ol dual e1tizel ship, | can see 
ho proper reas f r its pres ht eee to a return for all United 
States citizens. In ar Vy evel it, sim Pp le rtime } sidence in an enemy 
country had, long prior to 1946, been held to be no bar to return un 
er section 9 of the act (Vowinckel v. Fi st | le) Lrust Co., 19 I. 
2d 872: Stad ler v. Miller, 11 F. 2d 732). Furthermore, we find, 
1948, the Office of Alien Property attempting to so restrict 32 (a) 
2) (D) as to make it mean oless (Z d 1 rhe, 80 F. Supp. Ld. 
nodified sub. nom. IWfcGrath v. Zander. 177 F. 2d 649). Indeed, in 
he latter case, the Court of Appeals for the District of Columbia 
quarely held t] it a dua citize} (of Germany and of the United 
States) could bn ¢ an action under 9 (a) of t cet Thus the 1946 
| LJoU vity of the | partment of Jus ev ld to be of 
ess significance than the Deputy Attorney General would have us 
ey 
Secondly, the Department objects to S. 411 because it would extend 
ection 32 benefits to persons whose allegiance to the United States 
was not assumed until after World War II. Present provisions of 
section ies the Depart ent Says, permit tne returl ot ve ted property 
a persons who owed compl te or at least divided a lemlance LO the 
United States during the war.” In conne rm VW th this quoted lan- 
cuage, I must confess some be wil _ it, for although I have read 
section 32 a number of times, it seems to me to allow return to any 
number of individuals without ar . showing of allegiance, divided or 
otherw ise, to the United States, and, of ec irse, even to foreis on cor- 
porations or associations (sec. 32 (a) (2) (E It is also true that 
in total warfare—and World War IT must oad eemed that—“divided 
Mcaiaenat is a phi “ase altogether without significance. The argu- 
ment that S. 411 woul eee return to persons who had no allegi- 
ance to this Nation until after the war would seem to contain a three- 


fold error; it carries oi terness too far: it relegates our postwar 
citizens into a second-class category ; and the act already pe rmits re- 
turn to such persons (i. e., certain dual citizens). 

Thirdly, the Department objects to S. 411 because, it says, the bill 
fails to reach those who may become United States citizens at some 
future time. What the Department overlooks, in this argument, is 
that S. 411 does not preclude any future Congress from extending 
the right to return to future citizens if circumstances then permit; 

411] deals only with the present. 

In oo ; fourth objection, the De put \ittormey General states that 
the War Claims AC of 1948 dedicated the proceeds of liquidation of 
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vested German and Japanese property to the satisfaction of Ameri- 
can war demands. This is a misleading overstatement. All that the 
1948 act did was to give priority respecting net proceeds of liquida- 
tion for the claims of civilian internees of the Japanese, American 
prisoners of war, and certain religious organizations, all, to be sure, 
worthy objectives. But the act made no provision for property dam- 
ige claims, save for some trifling credit allowances added by the act 
of August 31, 1954. It further appears that all claims paid or pay- 
ible under the 1948 act from vested funds will leave a balance of at 
east $60 million in the possession of the Alien Property Officer, 
cording to the letter from the Secretary of State to the Vice Presi- 
lent and Speaker of the House, dated June 6, 1955, and advocating 
egislation for the return of vested assets under S. 2227 of the 84th 
(oneress. 
Furthermore S. 411 calls for no appropriation from vested funds 
hatsoever; its requiremen its are fully cove red by the appropriation 
/f $9 million already provided for in section 32 of the act. 
| note also that the Department of Justios has joined with the 
Department of State, the Department of the Treasury, and the For- 
Claims Settlement Commission in presenting legislation for the 


( i of vested assets to a maximum of $10,000 per claimant out of 
balance of S60 million of vested assets in the hands of the Alien 
Property Otlicer. The Secretary of State has said that this scheme 


nsure a full return to some 90 percent of the former owners of 
his full return to some 90 percent of German 
tionals will constitute a preference over United States claimants 
r the 1948 War Claims Act, how can it be truthfully or con- 
ently claimed by the Departnsent of Justice that a return of vested 
sets of United States citizens will do so? 
ndeed, the proposal to return in full the vested property to some 
percent of German citizens and to disprove a full return to United 
States citizens is itself a clear effort to prefer nationals of Germany 
ver our own citizens. Thus it would seem that there is no sub- 
{ to the fifth objection of the Department of Justice, 1. e., that 
ive of S. 411 would work a preference in favor of former aliens 
o have pag alae to our Nation. That objection, moreover, loses 
cht of the fact that all property seized under the act was not Ger- 
lun property; mue h of it was property situate in the United States, 
earned by United States citizens, and passed on by them to blood 
elatives of other relatives of other citizenship. Moreover, as I com- 
nented before the subcommittee, it seems to me that the Congress 
f the United States may prefer citizens of the United States over 
tionals or citizens of other nations, however, the Department of 
Justice may feel about this detail. 
averees the Department of Justice says that, by the Bonn Conven- 
, Germany agreed to compensate former owners of German vested 
property But as the Secretary of State has said in his letter of 
June 6, 1955, this refers to claims of German nationals only—a clear 
Ss arctan against our own United States citizens, to whom the 
German Government owes nothing. 
And thus I return to my question, Why is a return to United States 
itizens a preference 4 


ed property. Uf 
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The comments of the Deputy Attorney General that United States 
citizens who emigrated from Germany should not enjoy natural rights 
of other United States citizens, or of German citizens, reduce recently 
naturalized German immigrants to second-class citizenship. In my 
view, all United States citizens enjoy equal rights, are on an equal 
footing, and there is no basis in law or morality for discrimination 
among them by reason of race or national origin. 

The Deparinent of State, in its report on S. 3507 of the 84th Con- 
gress, did not oppose the ee return provision of that bill, which was 
identical to that contained in S. 411. Is it not fair . assume that 
the function of dealing with ae Federal Republic of Ge ‘rmany and 
the rights of German nationals in this country are sroevie within 
the scope and function of that Department rather than the Justice 
Department ¢ 

lL am, in conclusion, at a loss to understand the concern of the 
Department of Justice concerning the property and other rights of 
German citizens and their property interests in this country, and 
its disregard for the rights of United States citizens. 

A copy of this letter has been sent to the Attorney General for any 
further comments that officer wishes to make. 

[ sincerely hope that your subcommittee can find its way clear to 
recommend, at its earliest convenience, enactment of S. 411. 

Cordially, 
ALAN BIsir. 


DEPARTMENT OF STATE, 
Washington. ). C.. Vay naa 1956. 


ef 


Hon. James O. EasTnanp, 
Chairman. Committee on ti Judiciary, 
United States Senate. 

Dear SENATOR East AND: Further reference is made to your letter 
of March 27, 1956, in which you requested a report on S. 3507, a bill 
to amend the Trading With the E nemy Act, as amended. It would 
appear that the primary purpose of this bill is to amend section 32 

(a) (2) (d) of the Tradi Ing With the Enemy Act as amended to 
permit returns of vested assets to the former owners who have since 
the vesting acquired United States citizenship. 

It is noted that the proposed amendment to section 32 of the Trad- 
ing With the Enemy Act would maintain the existing $9 million lim 
itation on returns under subsection (a) (2) (d). The amendment, 
therefore, would not divert funds which were relied upon by the ad- 
ministration in its proposals for the limited return of vested assets 
provided in S. 2227, early and favorable action on which would be 
desirable from a foreign policy Vv standpoint. Accordingly, it would 
not appear that S. 3507 gives rise to foreign policy considerations 
and the Department, therefore, has no comments to ofter on the bill. 

The Department has been informed by the Bureau of the Budget 
that there is no obje ction to the submission of this report. 

Sincerely yours, 
Ropsert C. Hint. 
Assistant Secretary 
(For the Secretary of State) 

















Calendar No. 2412 


85TH CoNGRESS SENATE | REPoRT 
2d Session No. 2359 





























AMENDMENT OF THE ACT PROVIDING FOR THE 
CONSTRUCTION OF THE JEFFERSON NATION AL EXPAN- 
SION MEMORIAL, ST. LOUIS, MO. 
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Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following UN Rs 
| 


REPORT S 


[To accompany S. 4085] 
MAIN 
READING ROOM 

The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 4085) to amend the act of May 17, 1954 (68 Stat. 
98), providing for the construction of the Jefferson National Expansion 
Memorial at the site of old St. Louis, Mo., and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment, and recommend that the bill do pass. 


HISTORY OF JEFFERSON NATIONAL EXPANSION MEMORIAL 


The idea of the Jefferson National Expansion Memorial was first 
conceived in 1933 by a group of public-spirit citizens from Missouri 
and contiguous States. This group envisioned a commanding river- 
front memorial to commemorate the fortuitous Louisiana Purchase 
of March 9, 1804, by President Thomas Jefferson. The purchase 
marked the opening of the great western domain and the memorial 
would additionally honor the courageous pioneers who explored the 
vast unknown and ultimately developed the productive civilization 
of present times, 

The United States Territorial Expansion Memorial Commission was 
established in June 1934 (48 Stat. 964). In 1935, by Executive 
Order 7253 (December 21), President Roosevelt authorized the 
Secretary of the Interior to acquire and develop the Old St. Louis 
as a historic site: $6,750,000 was made available to the Secretary for 
the purpose. This amount was matched by the city of St. Louis to 
the extent of $2,250,000, approximately one-third of a $7,500,000 
bond issue authorized by the citizens of St. Louis in a referendum, 


20006 
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Actua! construction of the memorial was authorized in 1954 (68 
Stat. 98) in accordance with designs formulated by Mr. Eero Saarinen 
which were approved by the Commission in 1948. 


PURPOSE OF §. 4085 


Enactment of this legislation would constitute one of the final steps 
in the establishment of the Jefferson National Expansion Memorial. 
Many legal and other obstacles, including World War II and the 
Korean war, have held up the completion of the memorial. Despite 
the intervening years and the changes in costs which have occurred, 
it is expected that the total cost of the memorial, including all funds 
heretofore expended, will be approximately $30 million, which is the 
amount originally estimated in 1935 as needed to erect an appropriate 
memorial. paper tines are to be made in a ratio of 3 Federal 
dollars for each dollar contributed by the city of St. Louis and other 
sources. The total Federal contribution estimated to complete all 


15 


elements of the memorial as conceived in the Saarinen pian is $1: 


750,000. $5 million of Federal funds were authorized to be appro- 
priated in the act of May 17, 1954 (68 Stat. 98); of that amount, 
$2,640,000 was appropriated in 1956. The reported — 
authorizes the appropriation of the balance of the Federal obligati 
in this project. 

The amount of money r¢ quired to col iple te the Jefferson National 
Expansion Memorial is approximately as 1OlLOWS 
a 
H 

UU 

The $500,000 item under “Terminal railroad”’ represents a deposit 
in that al ount made in escrow by the Term nal R: lroad Association 
for the re location of le vated ri ilroad track 

In excess of $9 million has been spent thu far, largely for the 
acquisition of hundreds of parcels of la which mal p the 82-aecr 
Tract wl ch vil] he deve loped 


The report of the Department of the Interior had not been received 
by the committee at the time of filing this report. The Department 
advised the committee that its comments were of a favorable character. 

Set forth below is the report of the Bureau of the Budget in which 
it is stated that the Bureau has no objection to the authorization of the 
development of the memorial in accordance with the plans approved 
by the Territorial Commission. The Bureau states, however, that it 
is unable to make a commitment at this time with reference to 


recommendations for appropriations for this purpose. 
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COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs has unanimously 
recommended the enactment of this legislation. 


ExECUTIVE OFFICE OF THE PRESIDENT, 
SUREAU OF THE BuDGET, 
Washington, D. C., August 4, 1988. 
Hon. JAMes E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Drar Mr. CuatrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 4085, a 
bill to amend the act of May 17, 1954 (68 Stat. 98), providing for 
the construction of the Jefferson National Expansion Memorial at 
the site of old St. Louis, Mo., and for other purposes. 

If enacted, the bill would (1) raise the existing limitation on Federal 
appropriations to assist in the construction of the Jefferson National 
Expansion Memorial from $5 million to $17,250,000, (2) eliminate 
the existing prohibition against the utilization of funds to plan or 
‘onstruct a 576-foot stainless steel arch, included in the plan for the 

morial approved by the United States Territorial Expansion \Memo- 


rial Commission in 1948, and (3) repeal an existing provision which 


; = 5 een ys onrati onting 
he authorization of Federal appropriations contingent upon 
he curre!] r tl forecast of a balanced budget 
e Of irrence O he forecast OF a Dalanced Dudaget, 
The De partment ol the Interior in report to be submitted to your 
committee recommends favorable consideration of the proposed 
ithorization. 
This Bureau would have no objection to authorizing development 
f the memorial in accord with the plans approved by the United 
States Territorial Expansion Memorial Commission. However, in 
view of the present budgetary outlook, no commitment can be made 
to the timing of recommendations for appropriations for this 
\ CSt 


Ronert E. Merriam, Deputy Director. 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of Standing Rules 
of the Senate, changes in existing law made by the bill, 5S. 4085, as 
reported, are shown as follows (existing law proposed to be omitted 
s enclosed in black brackets, new matter is printed in italic, existing 
aw in which no change is proposed is shown in roman 


68 Stat. 98 
Public Law 361 Chapter 204 


AN ACT To provide for the construction of the Jefferson National Expansion 
Memorial at the site of old Saint Louis, Missouri, in general accordance with the 
plan approved by the United States Territorial Expansion Memorial Com- 
mission, and for other purposes 
Be it enacted : 
Src. 2. * * * 


SEC. 3. * * * 
[Src. 4. (a) There is hereby authorized to be appropriated not to 
exceed $5,000,000 to complete certain elements of the memorial as 
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authorized by this Act. These elements are specifically described as 
(1) railroad relocation, $1,875,000; (2) grading and filling, $1,125,000; 
(3) landscaping, $500,000; (4) paved areas, utilities, and so forth, 
$900,000; and (5) restoration of Old Courthouse, $600,000. Funds 
authorized to be appropriated by this Act shall be expended by the 
United States for construction of the memorial in the ratio of $3 of 
Federal funds for each $1 of money contributed hereafter by the City 
of Saint Louis or other non-Federal source for purposes of the memo- 
rial, and for such purposes the Secretary is authorized to accept 
from the said city or other non-Federal sources, and to utilize for pur- 
poses of this Act, any money so contributed: Provided, That the value 
of any land hereafter contributed by the city of Saint Louis shall be 
excluded from the computation of the city’s share. 

[(b) The authorization for an appropriation contained in subsection 
(a) shall not be effective until such time as 

[(1) the receipts of the Government for the preceding fiscal 
year have exceeded the expenditures of the Government for such 
year, as determined by the Director of the Bureau of the Budget; 
or 

[(2) the budget submitted to the Congress by the President 
under the Budget and Accounting Act, 1921, reveals that the 
estimated receipts of the Government for the fiscal year for which 
such budget is submitted are in excess of the estimated expendi- 
tures _ the Government for such fiscal year. 

[Sec. 5. The authorization for an appropriation contained in this 
Act shall sak be deemed to authorize the appropriation of any funds to 
be available for expenditure in any manner for the planning or con- 
struction of the stainless steel arch provided for in the so-called 
“Saarinen Plan”, approved May 25, 1948, by the United States 
Territorial Expansion Memorial Commission, or any modification of 
such arch, and the Secretary on the Interior is directed not to expend 
any Government funds in planning for or constructing such arch or 
any modification thereof. ] 

SEC. 4. There LS hereby autho) ized to be appropriated not to exceed 
$17 250 000 to carry out the Purpose s of th 1S Act: Provided, That funds 
authorized to he appropl vated by this Act shall be erpe nded by the United 
States for construction of the memorial in the ratio of $3 of Federal 
funds for each $1 of money contributed hereafter by the city of Saint 
Louis or other non-Federal source fo? purposes of the memorial, and for 
such purposes the Secretary is authorized to accept from the said city or 
other non-Federal sources, and to utilize for purposes of this Act, any 
money so contributed: Provided further, That the valu of any land here- 
after contributed by the city of Saint Louis shall be. excluded from the 
computation of the city’s share. 
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THORIZING A STUDY OF UNITED STATES PARTICI- 
PATION IN INTERNATIONAL HEALTH, CULTURAL, AND 
EDUCATIONAL PROGRAMS 


vislative day, Auaust 12), 1958.—Orderedjto be printed 


Mr. Haypen, from the Committee on Rules and ABBA iis Retion, 
submitted the following CHIGAN 
© 
SEP 9 


MAIN 


REPORT 


{To accompany 8. Res. 347] READING ROOM 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 347) authorizing the Committee on Govern- 
ment Operations to make a study of the Government’s international 
health and medical research activities, report favorably thereon 
without additional amendment and recommend that the resolution, 
as amended, be agreed to by the Senate. 

This resolution, as amended, would authorize the Committee on 
Government Operations, or any subcommittee thereof, to make a 
complete study of any and all matters pertaining to the international 
activities of Federal executive branch departments and agencies 
relative to worldwide health matters; of any and all matters pertaining 
to intergovernmental relations between the United States and inter- 
national organizations of which the United States is a member; and 
of any and all matters pertaining to international health research, 
rehabilitation, and assistance programs, and international cultural, 
educational, and exchange-of-persons programs. The committee 
would report its findings and recommendations to the Senate not 
later than January 31, 1959, and would be authorized to expend not 
exceeding $30,000 for such studies. 

The resolution as originally introduced was amended by the Com- 
mittee on Government Operations to extend the study of worldwide 
health activities to include international cultural, educational, and 
exchange-of-persons programs, and to increase the amount requested 
from $20,000 to $30,000 correspondingly. 

The specific purposes of the resolution and the expenditures con- 
templated thereunder are more fully explained in a letter, and a 
budget attached thereto, from the chairman of the Subcommittee on 
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Reorganization and International Organizations of the Committee on 
Government Operations, Senator Hubert H. Humphrey, to the chair- 
man of the Committee on Rules and Administration, Senator Thomas 
C. Hennings, Jr., which letter and budget follow: 
Unitep STATES SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
August 6, 1958. 
Hon. Tuomas C. HENNINGs, 
Chairman. Committee on Rules and Administration. 
Senate Office Building, Washington, ae ob, 


Dear Mr. Cuatrman: As chairman of the Subcommittee on 
Reorganization and International Organizations, I am writing to you 
in behalf of Senate Resolution 347, to authorize a study of the Govern- 
ment’s international health and medical research activities, which has 
been approved by the Committee on Government Operations and 
referred to your committee for consideration. The resolution, as 
originally introduced, was amended by the Committee on Government 
Operations in executive session on August 4, 1958, to provide for 
extension of the st udy to cover the need for increased coordination in 
international cultural, educational, and exchange-of-persons programs 
and activities, and the amount requested increased from $20,000 to 
$30.000 in order to permit coverage of this aspect of the proposed 
study. 

[ submit herewith the following information in support of Senate 


Resolution 347 for consideration by vour committee 
NEED FOR COORDINATION OF PRESENT DIVERSE HEALTH PROGRAMS 


In recent years, American activities on the international health 
front have mushroomed. The following are but a few of the inter- 


national avencies of which the United States is a member, which have. 


to a greater or lessel decree, an interest in the health field: 


(a) World Health Organization 

(6) United Nations Childrens Fund. 
Food and Agricultural Organization. 
(7) International Labor Organization. 


ey 


] 


é [ nited Nations Education, Scientific and Cultural Oreanization. 
(f United Nations Technical Assistance. 

The following are a fe \ of the United STATES Government agencies 
which are directly, or indirectly, involved in international health and 


research efforts: 


a) Department of Health, Education, and Welfare. 
» } 


(6) Department of Siate, and Iniernational Cooperation Adminis- 
travlon. 

ce National ocience Foundation. 

d Department of Defense. 

( | nited states Informatio! Agency. 


f) Central Intellicence Agen y. 
( Veterans’ Administratio1 
h) Atomic Enerev Commission. 
With so manv agencies included, the determining of al 'v possible 


] > ] 2 S 
overiappineg, qaqupiication, and other characteristics ol present programs 
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OF AMERICA 
recomes a matter of great significance to the executive and legislative 
branches. The objective of the subcommittee study will be to develop 
the pertinent facis and to recommend appropriate legislative and 
administrative action. 


NEED FOR COORDINATION OF INTERNATIONAL CULTURAL, EDUCATIONAL, 
AND EXCHANGE OF PERSONS PROGRAMS 


Ri here are many aspects of these programs which are also presently 
perated without proper central coordination. It will be the objective 
ol ie committee to evaluate all such programs and to recommend 
to the Congress legislative action that may be necessary to bring 
about proper coordination in an effort to effect the economy and 
ficiency of operations in these areas. 


MINIMAL COSTS OF SUBCOMMITTEE TUDY 


The expenses of the proposed study are intended to be held to an 
absolute minimum. The committee proposes to use staff members 
of the Committee on Government Operations who have had wide 
experience in these fields extending over a number of years. It is 
also contemplated that a highly qualified member of the staff of the 
Senate Committee on Foreign Relations will be assigned by that 
committee in order that proper coordination between the respective 
committees may be effected in connection with legislative actions 
that may be recommended, 

Ina uidition, the National Institutes of Health, the National Science 
oundation, and the Director of the Science Attaché Program of the 
oe artment of State have assured the committee that necessary 
chnical personne] operating in the areas to be covered by the study 
wil be made available to the committee as required, without reim- 
bursement of funds. The $30,000 which would be authorized under 
Senate Resolution 347 is considered by the committee to be the 
minimum amount required for this study. It is prea ca that 
this sum would be used basically for such travel as members of the 
committee mugn it determine to be necessary. 

Travel would be helpful in order to confer with leading health 
\uthorities—private and governmental, American and foreign—to get 
their personal appraisals as to the efficiency, economy, and adequacy 
of existing United States governmental programs. 


STANDING COMMITTEE JURISDICTION 


Under the Legislative Reorganization Act, the Senate Committee 
on Government Operations has full authority to study governmental 
programs, activities at all levels, and to effect appropriate reorganiza- 
tions with a view to promoting economy and efficiency of operations, 
as well as intergovernmental relationships between the United States 
and international organizations of which the United States 1s a mem- 
ber. 

This resolution, therefore, reiterates that basic authority. Even 
without the present resolution, the Committee on Government 
Operations has the necessary authority to make such a study. The 
resolution therefore confirms present authority and provides the 
minimal funds necessary to adequately discharge that duty. 
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OTHER COMMITTEES’ JURISDICTION UNAFFECTED 


Ranking members of the Senate Committee on Foreign Relations 
| } ; ] f+] mee Pas head ’ } 
lave peen « V adv aq ol the purposes of this resolution Chev have 
’ | t | t 1 sh] } t , / i} ‘ . { | 
Maicatead ot! iit Cali $s ho OND Te¢ Ol it ubcomMml ee OL the 
Government Operations Committee making this study. 


Similarly, members of the Senate Labor and Public Welfare Com- 


+4 srall | ‘ ' ] +] . j } | ] 
Mmibte Whit pe au ad sed, since their jurisdiction p Q 1% health 


itis al icipated that the coop ration of these and nv other inter- 
ested sen cr mittees which may have o h Iisa nm ovel 
anv aspect of the program, will be enlisted 

HAT [] SO] TION | oO 

he resolution is ne 1 Study of the domes healtl vil of the 
ted States Governm bi ept mnsotar S the bea pon inter- 
national n al ind Lit | I’ Li'¢ h Cond ( by o ir (10% rome! 

he resolution does not, in anv wavy, affect the private system of 
medica! care in this country, except insofar as help o make avail- 
able to that svstem in the future more of the very best in porelg@n 


medical research 
; { i dk wel a nee ts f , nm lieg] 
It is contemplated that the full cooperat1on ol the American Medical 


\ssociation, the American Pharmaceutical Association, and other 


leading professional! FTOUps will hes ylicited by the subse ommittee. 


process of preparatlo! 
They have uniformly indicated their pleasure that a study of this 
ature is being contemplated. hese individuals have said intormally 


that, if the Senate Committee on Rules and Administration approves 


Senate Resolution 347, and i. thereafter the Senate enacts it, such 
a study might help lay important foundations to strengthen the work 
of the United States Government in these fields of activity. 

Pursuant to the stan ine order of the Senate, estab] shed by senate 


> — par 


Resolution 77, 79th Congress, providing for payme! 


tingent fund of the Senate, there is attached a proposed budget cover- 
ing the amount requested under Senate Resolution 347 
Thanl Ine@ you tor vour ¢ rly consideration Of this ( ul 
Sincerely vours 
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BUDGET 


Senate Resolution 347, to authorize a study of the United States 
Government’s international health and medical research activities. 


Administrat 


Reimbursable payments to agencies 2 ; eee _ $10, 000 
lravel clusive of field investigations) — wumnwn 2th ee 
Hearings (inclusive of reporters’ fees) _ - i a ‘i 2, 000 
Stationery, communications, publications, and contingencies_—__-_- 3, 000 
Funds requested, 8S. Res. 347_-_- ee 
d that ft members of the Committee on Government Operations will be utilized in this 
2] t as may be found to be ne iry, personnel assigned by agencies to cooperate with the committee 
nt y t be ju to be l : bursable basis, since it is contemplated that they 
will | tive participants in t ctive programs of such agencies in the furtherance of coordination of the 
f 
f 
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85TH Concress } SENATE 5 REPORT 
Dd N¢ SSiON No. 2361 


PROVIDING FOR A JOINT SESSION 
COMMEMORATING THE 150TH ANN 


BIRTH OF ABRAHAM LINCOLN 


Committee on Rules and \dministrafign, R y 
* 2 
submitted the following F MICHIGAR 


; 


REPORT SE 


MAIN 
READING ROOM 


\dmu iIstvation, LO Wl i] was referred 
RA 


er providing for a joint session of 


the 150th unniversary of the birth of 


considered the same, report favorably 


and recommend that the joint resolu- 
vid that Lhe sesquicent nnial of the birth 
‘sdav, February 12, 1959) be commemorated 
ess, arrangements tor w ich would be under- 
arrangements composed of 4 Members of 
he President of the Senate and 4 Members 


iitatives appointed by the Speaker of the 


‘2 ] 
rements would plan 


distinguished Lincoln scholar ‘liver the 


1? 
corrects tne 


‘commemoration. 
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MILITARY CONSTRUCTION APPROPRIATION BILL, 1959 


day, AUGUST 12 > 


1958.—Ordered to be printed 


HAVEZ, from the Committee on Appropriations, submitted the 


following UN. -R»s. 


» 5 
OF MICHIGAN 
REPORT 953 


[To accompany H. R. 13489] 


MAIN 


READING ROOM 
‘The Committee on Appropriations, to whom was referred the bill 


(H. R. 13489) making appropriations for military construction for the 
Department of Defense for the fiscal vear ending June 30, 1959, and 


for other purposes, report the same to the Senate with various amend- 
ments and present herewith information relative to the changes made. 
Amount of bill passed by House-__- au-«-+== $1, 218; 815, 600 
Amount added by Senate 496, 000, 000 


‘Total of bill as reported to Senate . 714, 815. 000 


Amount of 1959 budget estimates , 730, 653, 000 


Amount of 1958 appropriations , 055, 500, 000 


The bill as reported to the Senate: 


Under the budget estimates, 1959 


15, 838, 000 
Under appropriations for fiscal vear 1958 340, 685, 000 


In providing a total appropriation of $1,714,815,000, the Senate 
committee has approved appropriations of $356,177,000 for the 
Department of the Army; 343,000 for the Department of the 
Navy: and $979,295,000 for the Department of the Air Force. In 
addition, $50,000,000 has been provided by transfer for the Advanced 


Research projects Agency; and $20,000,000 for loran stations. 
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The committee has approved a funding program totaling $1,967,- 
363,000, of which $402,102,000 is for the Army; $417,447,000 is for 
the Navy; and $1,147,814,000 is for the Air Force. The Air Force 
“Military construction” figures contain the funding program for the 
“Air Force Reserve’. Separate appropriations titles are provided 
for the Army Reserve Forces, the Naval Reserve Forces and the Air 
National Guard. Amounts provided in the funding program for the 
various line items are in excess of the amounts provided in appropria- 
tions in order to provide flexibility in the military construction opera- 
tions due to slippages and unforeseen delays. The funding program 
approved by the committee is $394,744,000, (exclusive of the $4,550,- 
000 for the Air Force Reserve) over the $1,568,069,000 approved by 
the House. A detailed listing of items approved by the House is 
found in House Report No. 2238. Such changes as the Senate com- 
mittee recommends in the program are found later in this report. 
In other respects the committee recommends the funding program as 
approved by the House. 

In order to arrive at an overall reconciliation of the funding program 
with action taken by the House of Representatives, an adjustment 
of $6,742,000 has been effected. Items included in this computation 
adjustme nt include $6,767,000 related to the SAGE program at Webb 
Air Force Base, $12,000 at the Air Materiel Command, and reductions 
totaling $37,000 at a classified facility and at McConnell Air Force 
Base. 

In addition, certain deletions were made in items within the funding 
program as approved by the House of Representatives, but which 
subsequent to House action failed to receive authorizations. For the 
Army they are Baywood Park, Calif., $144,000; Camp Desert Rock, 
Nev., $2,520,000; and tactical facilities, $27,443,000; for the Navy 
FLAGPLOT in the amount of $1,193,000; for the Air Force, the 
following: Seymour Johnson Air Force Base, $151,000; Webb Air 
Force Base, $44,000; and defense missiles, $3,400,000. In addition 
a reduction of $2,422,000 has been made in the funding program for 
Tinker Air Force Base, as a result of previous funding. 

Certain items approved by the Senate committee which were not 
considered by the House but included later by the Department of 
Defense as a result of subsequent authorization are as follows: For the 
Army, general authorization for emergency requirements, $17,500,000; 
Fort Huachuca, AEPG technical buil ling, $5,500,000. For the Navy, 
Naval Auxiliary Air Station, Kingsville, Tex., barracks, $1,041,000; 
and Marine Corps Auxiliary Air Station, Yuma, Ariz., runway, taxi- 
way, and land acquisition, $8,946,000. 

in addition, there has been approved, for the Navy, N: 2 al Shipyard, 
Long Beach, Calif., $5,500,000; and for Whiting Fie Id, Fla., $1 1,000; 
for the Air Force, Brooks Air Force Base, Tex., Sousa, Holloman 
Air Force Base, N. Mex., an additional amount of $9,034,000; and 
for the access road program, Langley Air Force Base, Va., an additional 
amount of $2,000,000. 
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The committee has approved the funding programs stated below: 


KuNDING PROGRAM 


CONTINENTAL UNITED STATES 


Alabama: 
Army: 
Fort MeClellan_ _ __ $3, 
Fort Rucker- I, 


Arizona: 


Army: Fort Huachuca__ 8, 
Navy: MCAAS, Yuma-_ - - : 8, 
California: 
Army: Fort Ord_. xa 2, 
Navy: 
NS, Long Beach____- ‘ie 9 
MCB, Camp Pendleton _ ‘ 2; 
NAMTC, Point Mugu popes i 
NTC, San Diego___. Aide jane 4, 
Air Force: Castle AF B__- oe ete nae l 


Colorado: 
Army: 
Fitzsimons Army Hospital_ 
Fert Carson 
District of Columbia: 
Army: Walter Reed Army Medical Center - - _- 2, 
Florida: 
Navy: NAAS, Whiting Field _ - site 


Georgia: 


aieay: Fort Denne... . ioscan lines 2, 
Ba ameer “Wa Bee vs a vc eines so cccouwaad a. 


Illinois: 


Navy: NTC, Great Lakes-_---- IL yew eoewals . 


Indiana: 


Army: Fort Benjamin Harrison_--------------- l, 
Towa: 
Air Force: Sioux City Airport. ........-.-.--.- 


Kansas: 
Army: Fort Leavenworth _-------- ; 
Air Force: 
Schilling AFB__- a 5 ass 
Forbes AFB : ; ase 
McConnell AFB_- 
Kentucky: 
Army: 
Blue Grass Ordnance Depot - - 
Fort Knox ak care 
Fort Campbell___...._--- 


Maryland: 
Army: 
Aberdeen Proving Ground 2, 
Army Map Service - - -- aia : 


Fort Detrick 
Fort George G. Meade 


331, 000 
846, 000 


282, 000 
946, 000 


873, 000 


5, 500, 000 


258, 000 
&17, 000 
199, 000 
671, 000 


862, 000 
332, 000 
242, 000 

11, 000 


238, 000 
250, 000 


368, 000 
486, 000 
943, 000 
713, 000 
340, 000 


619, 000 
316, 000 


509, 000 
388, 000 
502, 000 


697, 000 
913, 000 

40, 000 
52, 000 


~ 
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CONTINENTAL UNITED STATES—continued 


Maryland—Continued 
Navy: 
U. S. Naval Academy-_--- --- 
National Naval Medical Center 
Applied Physics Laboratory 
Applied Physics Laboratory 
NAS, Towers Field 
Air Force: Andrews Air Force Base 
Michigan: 
Army: Detroit Arsenal 
Air Force: 
Kinross AFB, Sault Ste. Marie 
Selfridge AFB, Mount Clemens 
Minnesota: 
Air Force: Duluth Municipal Airport, Duluth_ 
Mississippi: 
Navy: NAAS, Meridian, Miss - 
Missouri: 
Air Force: Richards-Gebaur, Kansas City 
Nebraska: 
Air Force: 
Offutt AFB, Omaha 
Hastings AFS_--- 
Nevada: 
Army: Camp Desert Rock 3 
Air Force: 
Indian Springs AFB____--_--- 
Nellis AFB, Las Vegas 
New Hampshire: 
Army: Cold Regions Laboratory_-_--..--------- 
Air Foree: Pease AFB, Portsmouth 
New Jersey: 
Army: Fort Dix__-_- a 
Air Force: McGuire AFB, Wrightstown_- 
New Mexico: 
Army: 
White Sands Proving Ground 
Wingate Ordnance Depot 
Air Force: 
Cannon AFB, Clovis- ve 
Holloman AFB, Alamagordo__. 
Kirtland AFB, Albuquerque 
New York: 
Army: U.S. Military Academy, West Point_ 
Air Force: Niagara Falls Municipal Airport 
North Carolina: 
Navy: Naval Seaplane Facility, Harvey Point 
North Dakota: 
Air Force: Grand Forks AFB sks 
Ohio: 
Air Force: 
Lockbourne AFB, Columbus___--.- 
Wright-Patterson AFB, Dayton_ 


2, 000, 000 
7, 788, 000 
1, 452, 000 

107, 000 
4, 307, 000 
10, 389, 000 


3, 666, 000 


514, 000 
3, 724, 000 


2, 889, 000 
2, 965, 000 
308, 000 


, 556, 000 
2, 116, 000 


bo w 


99, 000 


505, 000 
313, 000 


1, 291, 000 
683, 000 


WwW 
~J 
a 
—— 
— 


3, 000 
250, 000 


1, 003, 000 

632, 000 
8, OOO 
2, 000 
4, 000 


1, 420, 000 
93, 000 


6, 330, 000 
2.010, 000 


11, 115, 000 
8. 118. 000 
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CONTINENTAL UNITED STATES—continued 


Oklahoma: 
eg FO TM. icc 05 vniiccdecavdbbdeihs 
Air Force: Tinker AFB, Oklahoma City_....--- 
Oregon: 
Air Force: Kingsley Field, Klamath Falls__...-- 


Pennsylvania: 
Aeeay: Carlisle Besvetttsssiicnducadsvcdesesion 
Navy: Naval Air Development Center, Johnsville_ 
Air Force: Olmstead AFB, Middletown 

Rhode Island: 

Navy: 
Naval Station, Newport 
Naval Supply Depot 
South Carolina: 
Navy: Marine Corps Recruit Depot, Parris 
UN tiie iis tates vita-ag arial ect ainsi 
Air Force: Myrtle Beach Municipal Airport 
Tennessee: 
Air Force: 
Memphis General Depot-_._-._--.--------- 
Sewart AFB, Smyrna-..-.------ 


Texas: 
Army: Fort Bliss____-- janicua ues eLee ; 
Navy: Naval Auxiliary Air Station, Kingsville__- 
Air Force: 
Biggs AFB, El Paso- 
Brooks AFB, San Antonio 
Command) sa : ‘ 
Brooks AFB (School of Aviation Medicine), 
San Antonio se 
James Connally AFB, Waco----- 
Sheppard AFB, Wichita Falls_- 
Webb AFB, Big Spring - 
Vermont: 
Air lorce: 
Virginia: 
Army: 
Fort Eustis- - 
Fort Lee set 
Vint Hill Farms Station_- 
Navy: 
Navy Armed Forces Staff College, Norfolk 
Naval Base, Norfolk _- -.- 
Air Force: Langley AFB, Hampton_ - - - 
Washington: 
Betas: Poet Lewis... cicsnccceuse: 
Wisconsin: 
Air Force: Truax AFB, Madison 
Wyoming: 
Air Force: Sun Dance- 


(Continental Air 


Ethan Allen AFB, Winooski 


— 


W bo 


we Ww 


— DO 


52, 544, 000 


, 063, 000 


153, 000 


3, 354, 000 


111, 000 
639, 000 


, 311, 000 
, 877, 000 


501, 000 
292, 000 


464, 000 
591, 000 


, 928, 000 
041, 000 


, 700, 000 


, 


, 


370, 000 


000, 000 


, 900, 000 


984, 000 


, 767, 000 


990, 000 


, 450, 000 
, 678, 000 


132, 000 


, 643, 000 
, 046, 000 
, 983, 000 


$26, 000 


, 071, 000 


505, 000 
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OVERSEAS 





Alaska: 
Army: Fort Richardson eee $523, 000 
Air Force: Ladd AFB RR sre 5 hismads ; : 1, 145, 000 
Azores: 
Air Force: Lajes siti sabe sasiiahek i 2, 000, 000 
Jermuda: 
Air Force: Kindley AFB a bate a 752, 000 
Canada: : 
Air Force 
Ramore AFS me 713, 000 
Saskatoon Mountain AFS 713, 000 
Sioux Lookout AFS 713, 000 
France: 
Army - a 405, 000 
Air Force: 
Phalsbourg _ _ abite deals 185, 000 
Toul Rosiere 204, 000 
Greece: 
Air Force: Andravida_ 300, 000 
Guam: 
Air Force: Andersen AFB-_---- bef. Pe elun 3, 381, 000 
Hawaii: 
Army: 
Kawaihae Harbor sore 86, 000 
Fort Shafter __- ee deere 5, 373, 000 
Air Force: Hickam AFB 400, 000 
Japan: 
Air Force: Yokota AFB___________-. a ae 187. 000 
Labrador: 
Air Force: Goose AFB______~_- ste : 12, 926, 000 
Newfoundland: 
Air Force: Ernest Harmon AFB_____.-____--_-- 9, 520, 000 
Philippines: 
mer Pores: (Cierk APB... ... -ccesiccccs. 4 900, 000 


Classified locations: 
Army: Signal Corps: ACAN Communication Sta- 
eee Sid an lla wr lr ehaceasencaian sete esis 4, 
Air Force: 
nik ik ae cache . 43 
Site T—10 
Sandbag _ _ _ - skeen nied 
Various locations and general authorization: 


W bo 


Army: 
Minor new construction_........--.------ 
Unforeseen emergency requirements __--_---- 17, 
Navy: Bureau of Yards and Docks: Replacement 
of damaged facilities____-__-_- ses ccheditckin eta l, 
Air Force: 
Ballistic missiles____-_- , eng 


~ 


Access roads, Langley AFB_______- 
Title VIII, housing support, Truax AFB_ - 


a ~ Spe: 


635, 000 


2, 849, 000 
, 780, 000 


65, 000 
955, 000 
500, 000 
000, 000 


000, 000 


2. 000, 000 


200, 000 


744, 000 
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Miuirary Construcrion, Army Reserve Forces 


An appropriation of $28.330.000 has been recommended by the 
Senate for ‘‘Military construction, Army Reserve Forces.”’ This is in 
line with the new authorizations recently approved by the Congress. 
No new funds for Army Reserve and National Guard had been 
included in the budget or House bill. Yet testimony revealed that a 
deficit of 234 National Guard armories and 1,083 Reserve centers will 
exist after 1959, and that substantial matching funds are presently 
available in the various States for National Guard projects. Further, 
the committee, noting the gradual decrease in the size of our regular 
military forces, realizes that increased importance must be placed on 
Reserve Forces in the event of a sudden emergency, and has acted 
accordingly. 

The program approved for the utilization of the funds herein made 
available is as follows. This is in addition to the House action as 
found in House Report No. 2238. 


Miurrary Construction, ARMY RESERVE ForcEs 


ARMY RESERVE 


Batavia, N.. ¥.: Training Tectitieta cis nccencwsndicnaed $171, 000 
Beckley, W. Va.: Training facilities. ................. 289, 000 
selowt, Wis.: Traimme iaciilaes.. . oo is i oe ec wcm 157, 000 
Canandaigua, N. Y.: Training facilities_..........___- 171, 000 
Canton, Ohio: Training facilities._............-.-_--- 40, 000 
Cheyenne, Wyo.: Training facilities. .._.........------ 149, 000 
Durant, Okie.; Traming facilities... <.........a6s.«2 141, 000 
Fargo, N. Dak.: Training facilities. .............._.-- 149, 000 
Fremont, Ohio: Training facilities...........-...-.-.- 149, 000 
Galesburg, Ill.: ‘Traiming facilities................-<.s 157, 000 
Greenwood, 8S. C.: Training facilities. _..........-.--- 85, 000 
Hempstead, N. Y. (Nr2): Training facilities.__.......-- 536, 000 
Johnstown, Pa.: Training facilities_.............._._- 99, 000 
Kewaunee, Wisconsin: Training facilities.........-.--- 157, 000 
Madison, Wis. (Nr2): Training facilities. ....-.-.----- 490, 000 
Oklahoma City, Okla. (Nr2): Training facilities__--_-~_- 443, 000 
St. Marys, Ohio: Training facilities__...........------ 149, 000 
St. Marys, Pa.: Training facilities._.........-..-..... 149, 000 
Salinas, Calif.: Training facilities____- eer Ee Cee ae 164, 000 
Simtow,."Tex.:. ‘Traine THe oc ccsis io wdtonn pened a ce 134, 000 
Stockton, Calif.: Training facilities..............----- 164, 000 
Warren, Ohio: Training facilities._..............-_--- 289, 000 
Weirton, W. Va.: ‘Trauma IRCUIGOB. 5 cenicinnclescccnnde 149, 000 


San Jose, Calif.: Road improvements- - -- 
Land acquisition: Training facilities 


seine anh oa : 32, 000 
satihnewe hus 419, 000 


5, 032, 000 





Tetei..... : 
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(ARMORY) 


Ackerman, Miss.: Training facilities _- 
Agawam, Mass.: Training facilities 
Amarillo, Tex.: Training facilities _ _ 
Asheville, N. C.: Training facilities 
Ashford, Ala.: Training facilities 
Atlanta, Ga.: Training facilities 
Batesburg, S. C.: Training facilities _ _ 
Batesville, Miss.: Training facilities _ _ _ 
Beckley, W. Va.: Training facilities _ - 
Belfast, Maine: Training facilities 
Belmont, N. C.: Training facilities 
Belton, S. C.: Training facilities 
Belton, Tex.: Training facilities _. 
Berryville, Ark.: Training facilities 
Berryville, Va.: Training facilities 
Bethel, Alaska: Training facilities- 
Bethlehem, Pa.: Training facilities 
Boston, Mass.: Training facilities - 
Bridgeport, Ala.: Training facilities 
Brunswick, Maine: Training facilities 
Caldwell, Ohio: Training facilities 
Calhoun, Ga.: Training facilities _ 
Camden, Tenn.: Training facilities 
Carlisle, Pa.: Training facilities __ 
Catskill, N. Y.: Training facilities 
Chesterfield, S. C.: Training facilities 
Chester, Pa.: Training facilities 
Cineinnati, Ohio: Training facilities 
Clarksburg, W. Va.: Training facilities 
Clayton, N. Mex.: Training facilities 
Clover, S. C.: Training facilities 
Cody, Wyo.:?Training facilities 
Concord, N. H.: Training facilities 
Crossville, Tenn.: Training facilities 
Cuero, Tex.: Training facilities 
Culver City, Calif.: Training facilities 
Dallas No. 5, Tex.: Training facilities 
Dayton, Tenn.: Training facilities 
Duluth, Minn.: Training facilities__ 
Eatonton, Ga.: Training facilities 
Edna, Tex.: Training facilities_ 

El Campo, Tex.: Training facilities 
Espanola, N. Mex.: Training facilities 
Fairbanks, Alaska: Training facilities_ 
Farmville, N. C.: Training facilities 
Fontana, Calif.: Training facilities 
Franklin, Tenn.: Training facilities_ 
Fredericktown, Mo.: Training facilities _ 
Gainesville, Fla.: Training facilities__ 
Gainesville, Tex.: Training facilities __ 


$54, 
210, 
231, 
132, 
70, 
132, 
99, 
54, 
200, 
75, 
OS, 
122, 
86, 
45, 
Loo, 
480, 
45, 


45, 
300, 
99, 
206, 
300, 
189, 
57, 
99, 
142, 


Qo - 


AMD, 
91, 
933, 
38, 
154, 
91, 


oO” 


ot, 
90. 
93, 
104, 
57, 


O77 


aid. 

98, 
105, 

91, 
13D, 
120, 
111, 


000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
O00 


, 000 
000 
000 
5, 000 
000 
, 000 


000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
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Army NatioNaAL GUARD oF THE UNITED StatEs—Continued 


Gardiner, Maine: Training facilities _ __ 
Gassaway, W. Va.: Training facilities___ 
Greensboro, N. C.: Training facilities___. 


aveewn of $75, 000 
Pets wevtos 189, 000 
he 357, 000 


Greenville, Ohio: Training facilities..............___-- 165, 000 
Hammonton, N. J.: Training facilities.........______- 175, 000 
Harriman, Tenn.: Training facilities............_____- 91, 000 
Hendersonville, N. C.: Training facilities..._.._______. 120, 000 
Hollister, Calif.: Training facilities. _________- mtbdbeina 105, 000 
Honey Grove, Tex.: Training facilities. ______ adihitales 90, 000 
Houston No. 1, Tex.: Training facilities_......__.____- 323, 000 


Houston No. 2, Tex.: Training facilities_ 
Jerome, Idaho: Training facilities. ......-____- 
Johnston, S. C.: Training facilities. ...............__- 99, 000 
Juncos, P. R.: Training facilities __- ee bic 38, 000 
Juneau, Alaska: Training facilities. ________.____- 450, 000 
Kannapolis, N. C.: Training facilities____ ‘ wd 109, 000 
Kealakekua, Hawaii: Training facilities._____________ 145, 000 


i Sede S see 264, 000 
~~ 52, 000 





Ketchikan, Alaska: Training facilities_..._..__________ 277, 000 
Keyser, W. Va.: Training facilities_____- F seetla ead 157, 000 
Kingsport, Tenn.: Training facilities..________- id aohtie 165, 000 
Lake City, S. C.: Training facilities. ............___-- 99, 000 


Lasker-Woodland, N. C.: Training facilities_ - 
Laurinburg, N. C.: Training facilities___ 
Lincolnton, N. C.: Training facilities _ ——- 


ween hil 103, 000 
papas. Jag 105, 000 
build dak 95, 000 


Ligonier, Pa.: Training facilities _ pall) EASE oe 45, 000 
| Little Rock, Ark.: Training facilities_____- bik bass 260, 000 
| Livingston, Tenn.: Training facilities_____._.________~ 91, 000 
| Logan, W. Va.: Training facilities__________- Jhaieds 189, 000 
| Lovell, Wyo.: Training facilities. ...............-...- 142, 000 

Marietta, Ga.: Training facilities_.............-.-___- 90, 000 
Mayaguez, P. R.: Training facilities__............___- 160, 000 
i Middleboro, Ky.: Training facilities. __..._._-__- = 130, 000 
| Millinocket, Maine: Training facilities_____._________~ 75, 000 
| Minneapolis, Minn.: Training facilities._._..._.-.___-- 88, 000 
\ Nashville, N. C.: Training facilities. __.._._...._____-- 98, 000 
New Bern, Tenn.: Training facilities___........._-___- 91, 000 
| New London, Conn.: Training facilities___..__...____- 360, 000 


Nerpout, V¥a.: Tramine Tanstieteiiiocs cncaddiicn.vud- 441, 000 
Northwest St. Paul, Minn.: Training facilities______-__- 130, 000 
Oak Ridge, Tenn.: Training facilities. ..........._.-__- 142, 000 


Ocean Springs, Miss.: Training facilities eer iibeaie 54, 000 
| Pacolet Mills, S. C.: Training facilities__- Late chad 99, 000 
Patchogue, N. Y.: Training facilities________- gicacels F 375, 000 
Persons, Tenn.: Training facilities je MEGA fess 91, 000 
Phoenix, Ariz.: Training facilities. __............-__-- 65, 000 

Pitman, N. J.: Training facilities. idl wek ee ee 175, 000 


| Portland, Maine: Training facilities. ._.........-____- 75, 000 


| Preston, Idaho: Training facilities_..._........______- 57, 000 
| Princeton, N. J.: Training facilities__........._..___-- 175, 000 
Puen, Ve.: “Dreiming IOGMRis ois dn dee dn koucs 135, 000 
Quitman, Ga.: Training facilities_._.................- 90, 000 
Reynolds, Ga.: Training facilities. _.........__._____- 90, 000 


Richmond, Va.: Training facilities_................--- 441, 000 
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Army NatTIonAL GUARD OF THE UNITED States—Continued 


Rigby, Idaho: Training facilities____-_._____-- 
Rockingham, N. C.: Training facilities_ ; 
Roseboro, N. C.: Training facilities 
Saco, Maine. 

Salem, N. J.: Training facilities. 

Salem, Oreg.: Training facilities 

Salem, S. Dak.: Training facilities 

San Fernando, Calif.: Traiming facilities- 
San Rafael (Fairfax), Calif.: Training facilities 
Saranac Lake, N. Y.: Training facilities 
Saugus, Mass.: Training facilities 

Shallotte, N. C.: Training facilities 

Silver City, N. Mex.: Training facilities 

Sitka, Alaska: Training facilities 

Smithfield, N. C.: Training facilities - 
Smithtown, N. Y.: Training facilities _ _ 
Socorro, N. Mex.: Training facilities oi de: 
South Boston, Mass.: Training facilities ode 
South Pittsburg, Tenn.: Training facilities 
South Portland, Maine: Training facilities_ 
Saint George, S. C.: Training facilities _ 
Stillwater, Minn.: Training facilities 

Storm Lake, Iowa: Training facilities 
Sturgis, Mich.: Training facilities 

Swanton, Vt.: Training facilities 

Tell City, Ind.: Training facilities 
Texarkana, Tex.: Training facilities 

Twin Falls, Idaho: Training facilities _ _ - 
Valparaiso, Ind.: Training facilities ; 
Ventura, Calif.: Training facilities 

Wahoo, Nebr.: Training facilities 

Wallace, N. C.: Training facilities _ 

Waverly, Tenn.: Training facilities 
Waynesboro, Tenn.: Training facilities 
Weston, W. Va.: Training facilities 
Whitman, Mass.: Training facilities 
Whitmire, S. C.: Training facilities 
Winnemucca, Nev.: Training facilities 
Yates Center, Kans.: Training facilities - ; 
Yuma, Ariz.: Training facilities 


OI ox oc 5, dite ne : 20 


Army NATIONAL GUARD OF THE UNITED STATES 
(NONARMORY) 


Anchorage, Alaska: Administrative and supply facilities 
Augusta, Maine: Administrative and supply facilities 
Burlington, Vt.: Administrative and supply facilities- 
Camp Beauregard, La.: Administrative and supply facil- 
ities. 


Camp Beauregard, La.: Maintenance facilities _ _ - 
Camp Butner, N. C.: Supply facilities 


$57, 
YS, 
98, 
150, 
15, 
161, 
150, 
115, 
115, 
300, 
210, 
Q5, 
o7, 
45, 
9S, 
300, 
57 
360, 
91, 
150, 
09 
37, 
95, 
220, 
13%; 
188, 
153, 
OQ, 
188, 
11d, 
115, 
95, 
91, 
91, 
189, 
210, 
99, 
110, 
93, 
45, 


, 100, 


000 
000 
000 
000 
QOO 
O00 
000 
OOO 
000 
000 
OOO 
OOO 
000 
000 
OOO 
OOO 


, 000 


000 
000 
OOO 
QOU 
O00 
000 
000 
OOO 
OOO 
000 
OOO 
OOO 
000 
O00 
000 
000 
000 
OOO 
OOO 
O00 
000 
000 
OOO 


O00 


000 
000 
8, 000 


000 
, 000 


000 
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Army NATIONAL GUARD OF THE UNITED StatTes—Continued 


Camp Dodge, lowa: Maintenance facilities. __________- $80, 000 
Camp Dodge, lowa: Supply facilities. ___________-~ 120, 000 
Camp Shelby, Miss. : ee we feilities. 5 tl 165, 000 


Columbia, S. C.: Maintenance facilities_____ 80, 000 
Concord, N. H.: Administrative and supply facilities. __ 145, 000 
Culbertson, Mont.: Maintenance facilities____- 73, 000 
Jefferson City, Mo.: Administrative and supply fac ‘ilities _ 113, 000 
Kalispell, Mont.: Maintenance facilities_ tlt 67, 000 


Nashville, Tenn.: Administrative and supply facilities __- 493, 000 
Salt Lake City, Utah: Maintenance facilities _ _ —__- L 235, 000 
Trenton, N. J.: Supply facilities : 80, 000 


1d sie lisiiiat es ntti dolce ae 198, 000 


Total 


Total, Army Reserve Forces____...------ paneela 28, 330, 000 


Mitmary Construction, Arr RESERVE ForcEs 


The committee has restored to the bill a separate appropriation for 
the Air National Guard and returned the appropriation for the Air 
Force Reserve to the regular appropriation for ‘“Military construction, 
Air Force.’’ It was deemed advisable by the committee to continue 
the present administration, supervision, and operation of the Air 
National Guard appropriation, which requires close cooperation with 
the States. 


HospitaL REQUIREMENTS AT GRAND Forks Arr Force Bass, N. Dak. 


It is the intent of this committee that the Department of the Air 
Force make every effort hy satisfy its hospital requirements at Grand 
Forks Air Force Base, N. Dak., through utilization of existing non- 
Federal and Federal hospital facilities adjacent to the airbase. “Tf the 
Department of the Air Force, as a result of restudying the non-Federal 
hospital facilities and Federal facilities in the vicinity of the airbase, 
determines that its requirements cannot be met in this manner, such 
findings should be made to the Senate and House Appropriations 
Committees prior to undertaking construction of a military hospital 
on the airbase. 


Section 612. PurcHasEe or LAND 


The committee has deleted section 612, as introduced by the 
House, which would require that no funds provided in this act shall 
be used for the purchase of land or land easements in excess of 110 
percent of the value as determined by the Corps of Engineers or the 
Bureau of Yards and Docks except where there has been a determina- 
tion of value by a Federal court. Testimony indicated that other- 
wise effective negotiation would be difficult and the number of con- 
demnations would greatly increase. 


Secrion 613. Otymptc WINTER GAMES 


Language in the bill was necessit eae by reason of contemplated 
expenditures authorized by section 1 Public Law 85-365 which 
will be incurred during this fiscal year i. nth paring the Olympic courses 
and in the staging of trial events during February 1959. 
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Pease Air Force Base 


The committee wishes to make crystal clear its intent in providing 
$683,000 for the Pease Air Force Base water supply. This sum 
together with funds heretofore appropriated makes available sufficient 
funds for the construction of a dam in the Bellamy River to create a 
reservoir for the solution of the water problem at the base as well as 
the fulfillment of the commitment to the city of Portsmouth, without 
disrupting the water resources of other communities in the area. 

The granting of the budget estimate together with the earmarking 
language inserted in the bill re presents the “judgme nt of the committee 
that a dam and reservoir are the best assured long range solution to the 
water problem both in regard to the needs of Pease Air Force Base 
and the Air Force obligations. 


UNOBLIGATED BALANCES 


Testimony before the committee indicated that no substantial 
reductions can be made in anticipation of utilizing unobligated 
balances, without influencing adversely the construction program. 
The Secretary of Defense indicated that all of the 1958 unobligated 
balances have been apportioned for specific projects and that as of 
June 30, with minor exceptions, all of the unobligated balances had 
been either committed or directed to field construction agencies for 
contractual actions. The Department indicated that the use of these 
funds for application to the 1959 program would necessitate the 
deletion of prior approved operational and supporting items of com- 
parable value from the program. Under the circumstances, the com- 
mittee does not believe it feasible to utilize unobligated balances to 
finance to any substantial degree the 1959 funding program, and has 
acted accordingly. 


IMPLEMENTATION OF PLANNED AND APPROVED PROGRAMS 


The committee has noted in the past that all too often, the military 
departments have requested the approval of the Congress for programs 
that the ‘y have no intention of implementing completely. This has 
resulted in unnecessary reprograming requests, deferrals, and even 
worse, the abandonment of projects which witnesses had previously 
declared to be absolutely essential to national defense. 

The committee realizes that changes in national defense policies 
may, understandably, occasion certain fluctuations in concept. How- 
ever, it believes that a construction program, if developed over 
considerable time by experts, to meet military requirements in 
support of approved national policies, can certainly be stabilized. 

Therefore the committee is most strongly of the opinion that 
programed projects in this bill for which funding has been provided 
by committee action should be the projects actually constructed, and 
the committee directs that funds should not be diverted for substitute 
projects or for any other purpose. 


Access Roaps, Lanautey Arr Force Base 


The committee added to the bill $2,000,000 for the construction of 
access roads at Langley Air Force Base, Va. Convincing evidence 
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was presented to the committee indicating a bad traffic situation at 
the base that must be solved immediately or the operating efficiency 
of the base will be impaired. It was further stated that the expansion 
of the base for missile operations and the activities of the NASA will 
overload present access roads far beyond capacity. The Depart- 
ment of the Air Force is strongly in favor of the construction of this 
road. 
SoLtarR Furnace, Hottoman Arr Force Base 


The committee included $9,034,000 for the construction of a solar 
furnace at Holloman Air Force Base, N. Mex. Informed witnesses 
before the committee stated that the solar furnace is essential to the 
Air Force’s advanced research program relative to jets, rockets, and 
space. It was stated further that a delay of 1 year in the start of 
construction of this important facility would add $400,000 to the 
overall cost. The committee concluded it was definitely in the 
national interest to start construction of this vital scientific project 
in fiscal vear 1959. This action is consistent and meets the criteria 
of the Congress in approving supporting facilities essential to meet 
the requirements of new weapons systems currently being produced. 


ScHooL OF AvIATION MeEpDICcINE, Brooxs Air Force Base 


The committee approved $12,000,000 for the School of Aviation 
Medicine, Brooks Air Force Base, San Antonio, Tex. The committee 
is convinced that it is imperative that we move forward quickly in the 
erp ‘tion of adequate laboratories and facilities for studies in the 
field of space medicine. Further it is only logical to assume that such 
facilities must be in place and oper: ational and producing proven data 
long before we can expect to project man into space with some expecta- 
tion of survival. The problems of living outside the earth’s atmos- 
phere are complex and so far research has been limited. This Nation 
cannot afford to depend on limited research. Our scientists and 
technicians must be given the tools to develop the necessary knowledge 
of the effects of outer space upon the human body. 


Fort BreLvorr—CAPEHART HovusING 


The committee regrets that the Army chose to locate Capehart 
housing units at Fort Belvoir along the highway which links two 
national shrines—Mount Vernon and the Woodlawn Mansion—and 
in doing so ignored county zoning regulations without any apparent 
military necessity for such a breach of ‘ ‘sood neighbor” policy. This 
housing, as planned, will create a population density at least three 
times as great as is permitted for private developments in adjacent 
areas and this is objected to not only by local residents but by Fairfax 
County authorities, the Virginia Department of Conservation and 
Development, which promotes travel to historic shrines, and the 
National Park Service and trustees of Mount Vernon and Woodlawn. 

Since contracts already have been let and funds for the Fort Belvoir 
housing are not included in this bill, there was no way for the com- 
mittee to halt this project by withholding funds, but the Army is 
reminded that this committee expects local zoning regulations to be 
respected in all cases where genuine defense requirements do not 
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justify exceptions and it is urged that every effort be made to shift 
the row of houses planned to parallel the Mount Vernon-Woodlawn 
highway to some other appropriate location. 


NavaL AvuxILrarRy Air Station, Wuirinc FIevp, Fua. 


The committee included money for the purchase of land at the 
Naval Auxiliary Air Station, Whiting Field, Fla. The Navy has 
planned for some time to purchase this tract of 50 acres. It is a 
basic requirement for the extension of the airfield in order that jets 
can be accommodated. The committee has received information 
that the owners are unable to make use of their property because 
of the Navy requirement; thus it is felt by the committee that the 
Navy should go ahead and purchase this land immediately to fulfill 
the land requirement for Whiting Field and to pay a just compensation 
to the owners. 
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Calendar No. 2426 


85TH CONGRESS SENATE REPORT 
2d iNé¢ ssi0n No. 2363 


WHITE HOUSE CONFERENCE ON AGING ACT 
\ucust 18 (legislative day, Avaust 12), 1958.—Ordered to be printed 


McNamara, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 9822] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (CH. R. 9822) to provide for holding a White House Conference 
Aging to be called by the President of the United States before 
ember 30, 1960, to be planned and conducted by the special staff 
aging of the United States Depariment of Health, Education, and 
‘elfare with the assistance and cooperation of other agencies of that 
Department and of other departments and agencies represented on 
the Federal Council on Aging; to assist the several States in conduct- 
ing similar conferences on eging prior to the White House Conference 
on Aging; and for related purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
a rended, do pass. 
The amendments are as follows: 
On page 6, line 17, after the word “States’’, insert the following: 
“in January, 1961’’. 
On page 7, lines 21, 22, strike out the phrase, ‘‘but not more than 
$50,000", and insert in lieu thereof the following: “but not less than 
5.000 nor more than $15,000”’. 
imend the title so as to read: 


\ bill to provide for holding a White House Conference on 
(ging to be called by the President of the United States in 
January 1961, to be planned and conducted by the Secretary 
of Health, Education, and Welfare with the assistance and 
cooperation of other departments and agencies represented 
on the Federal Council on Aging; to assist the several States 
in conducting similar conferences on aging prior to the White 
House Conference on Aging; and for related purposes. 
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2 WHITE HOUSE CONFERENCE ON AGING ACT 


ComMITTEE AMENDMENTS 


The amendment setting the time—in January 1961—for the holding 
of a White House Conference on Aging to be called by the President 
is made in order to give the States adequate time in order to collect 
information, organize conferences, and agree upon recommendations 
to be presented to the White House Conference on Aging. 

The amendment reducing the grants to be paid to each State from 
$50,000 to $15,000 was made because the committee believes that 
$15,000 will be sufficient to enable each State to plan and conduct a 
State conference on aging for the purpose of developing facts and 
recommendations and the preparation of a report to be submitted to 
the White House Conference on Aging. A minimum grant is also 
provided by the committee amendment in order to insure that no 
State will receive less than $5,000. , 


PURPOSE OF LEGISLATION 


The purpose of H. R. 9822 is to provide for the holding of a White 
House Conference on Aging to be called by the President of the 
United States in January 1961, and to assist the several Siates in 
conducting similar conferences in order to present recommendations 
to ihe Whiie House Conference on Aging with respect to the problems 
of older persons. The purpose of th ie Whiie House ( ‘onference on 
Aging is to forrulaie recommendations for action in improving and 
de velo pl ng progrems to pern it the country to take : aos antage of the 
experience end skills of the older persons in our populeiion, to create 
conditions which will better enable them io meet their needs, and to 
further resesrch on the probles connected with aging. 

This legislation recognizes the problems of an ever-increasing num- 
ber of older persons in our population. In 1900 there were 3 million 
persons over 65 years of age in our country; in 1955 there were 14 
million such persons; and it is predicted that by 1975 there will be 
21 million. 

The committee believes that there is a need for a balanced national 
program—with emphasis on the responsibility of the State and local 
community—to consider the special problems of the older persons in 
our population. Under the provisions of this bill each State would 
conduct a conference to define the needs of its older people and formu- 
late recommendations for consideration by the White House Confer- 
ence on Aging. By providing funds for State conferences and studies, 
there is created a strong incentive for the States to give immediate 
and thorough consideration to present and potential programs. 

The declaration of policy in the bill recognizes that the primary 
responsibility for the problem of the aging is that of the States and 
communities and that all levels of government are involved. It 
further declares that the policy of the Federal Government is to work 
jointly with the States in developing programs to meet the problems of 
the aging. A White House Conference on Aging would effectuate this 
policy by providing a national forum for the iranslaiion of conferences, 
surveys, and studies into action programs. 
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SEcTION-By-SECTION ANALYSIS 


TITLE I-—-NEED FOR LEGISLATION; DECLARATION OF POLICY; DEFINITIONS 


Section 101. Need for legislation 

In this section the Congress states its finding that legislation is 
needed to formulate recommendations for immediate action in im- 
proving and developing programs to permit the country to take advan- 
tage of the experience and skills of the older persons in our population, 
to create conditions which will better enable them to meet their needs, 
and to further research on aging. 

The Congress finds these programs are needed because of— 

(1) ‘The rapid increase in the number of older persons; 


(2) The ied effects of our outmoded employment and retire- 


ment practices; 

(3) The grave problems presented by the inadequate financial 
resources of many older persons; 

(4) The unfortunate consequence of our failure to provide ade- 
sar 3 housing for older persons; 

The lack of suitable facilities and opportunities for middle- 

age a persons to learn how to prepare for the later years of life 

(6) The need to prevent the later years ot life from becoming 
merely a prolonged period of dying; and 

(7) The need to create a social, economic, and health climate 
which will permit our middle-aged and older people to continue 
to lead proud and independent lives. 


Section 102. Declaration of policy 


This section declares the policy of Congress that the Federal 
Government should work jointly with the States and their citizens to 
develop recommendations and plans for action which will serve the 
purpose of assuring middle-aged and older persons equal employment 
opportunities, providing suc +h persons with adequate incomes, suitable 
housing, and assistance in preparing themselves for their later years, 
and stepping up research in this field. 

The section also declares that in all programs developed there should 
be emphasis on the right and obligation of older persons to free choice 
and self-help in planning their futures. 

Section 103. Definitions 

This section, as amended, would define ‘Secretary’? to mean the 
Secretary of Health, Education, and Welfare, and ‘‘State’”’ to include 
Alaska, Hawaii, the District of Columbia, the Virgin Islands, Puerto 
Rico, and Guam. 

Section P()] 


This section requires the Secretary to plan and conduct a White 
House Conference on Aging in January 1961, in order to develop 
recommendations in the field of aging which will further the policies 
stated by the Congress in its declaration of policy contained in section 

102 of the bill. The Conference will be called by the President. 
The other agencies of the Government are namie to cooperate and 
assist the Secretary. 

The Conference will bring together representatives of all levels of 
Government and professional and lay people who are working in 
the field of aging, and of the general public, including older people 
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themselves, for the purpose of arriving at facts and recommendations 


concerning the utilization of skills, experience, and energies of our 


older people and the improvement of their conditions. 

The final report of the Conference will be submitted to the President 
and made public within 90 days after the Conference is called. 
Section 202. Grants 

This section authorizes grants to States for two purposes. The 
first is for use in planning and conducting State conferences on the 
aging for the purpose of developing facts and recommendations and 
pre a reports of the findings for presentation to the White House 
Conference on Aging. The second is for defraying costs incident to 
the States’ delegates attending the White House Conference. 

The amount of the grants will be determined by the Secretary, 
but not less than $5,000 nor more than $15,000 shall be paid to any one 
State. The grants will be made only from funds appropriated for that 

irpose, and will be made to the officer designated by the governor to 
accept the funds and to assume re sponsibility for organizing and con- 
ducting the State conference. 


TITLE III—GENERAL PROVISIONS 


Section 801. Administration 

This section directs the Secretary, in connection with his respon- 
sibilities under this act, to request cooperation and assistance from 
other Federal departme nts and agencies, to provide assistance to the 
States, prepare background materials, and distribute reports of the 
Conference. The Secretary will employ needed additional personnel 
without reg rard for the civil-service laws. 


Section 802. Advisory committees 
This section directs the Secretary to establish an advisory com- 
mittee to advise and assist in planning and conducting the Conference. 


The members of the Advisory Committee will be compensated on a 
per diem basis. 


rITLE IV-—-AUTHORIZATION OF APPROPRIATIONS 


This title authorizes the appropriation of sums necessary for the 
administration of the act. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGETt 
Washington, D. C., August 8, 1958. 
Hon. Lister Hit, 
Chairman, Committee on Labor and Public Welfare, 
United States Se nate, Washington, dD. Ui, 

My a aR Mr. Cuarrman: This is in reply to your letter of August 5, 
1958, requesting the views of this office with respect to H. R. 9822, a 
bill to srovidls for holding a White House Conference on Aging to be 
called by the President of the United States before September 30, 
1960, to be planned and conducted by the Secretary of Health, Educa- 
tion, and Welfare with the assistance and cooperation of other depart- 
ments and agencies represented on the Federal Council on Aging; to 
assist the several States in conducting similar conferences on aging 
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prior to the White House Conference on Aging; and for related 
purposes. 

The Bureau of the Budget is aware of the increasing proportion of 
aged people in our population and of their needs. The Federal Gov- 
ernment has greatly increased its programs for the aging in the last few 
years, and a large proportion of the budget and trust account expendi- 
tures for health, income maintenance, and welfare programs is for the 
aged group. It is estimated that $10 billion will be spent during the 
fiscal year 1959 for cash benefits for people over age 65 and, in addi- 
on, health, hospital, employment, and other services for them will 

ost several hundred million dollars. 

In order to provide coordination among the programs of the several 
agencies and establish a central point of contact with State, local, and 
private organizations, the President created the Federal Council on 
\ging in 1956. The scope of present Federal programs which benefit 
the aging and the activities of the Federal Council on Aging were 
explained in the House committee hearings on H. R. 9822. 

This administration has not recommended legislation for a White 
House Conference on Aging or for a new grant-in-aid program for this 
purpose. Several conferences on aging have been held in recent years, 
and we believe that the problems and needs of the aging are well 
known. We think that the best way to make genuine progress in 
this field is to stimulate wide research, experimentation, and action 
at the local community and State levels. We question whether a 
White House Conference at this time would help greatly in generating 
such action in view of the numerous other conferences that have been, 
al 1d will be, held. 

This administration has been doing everything it can to encourage 
State and local governments to exercise maximum effort in all appro- 
priate areas of interest to them. As part of this effort, the me 
Federal-State Action Committee has endeavored to find ways of 
ducing F ada al grants-in-aid and, specifically, to increase action by 
the States in the field of aging. 

For the - asons Ol itlined above, and since the executive branch is 
currently developing actions to strengthen the Federal Council on 
Aging to aid its member agencies in assisting States and their localities 
more effectively, the Bureau of the Budget recommends against the 
enactment of H. R. 9822. 

Sincerely yours, 
Ropert E. Merriam, 
Deputy Director. 
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AMENDING THE RAILROAD RETIREMENT ACT OF 1937 
AND THE RAILROAD UNEMPLOYMENT INSURANCE 
ACT 


Avaust 13 (Legislative day Aucust 12), 1958.—Ordered to be printed 


Mr. Morsg, from the Committee on Labor 
submitted the following 


REPORT 


[To accompany 8S. 2020] 
READING ROOW 

The Committee on Labor and Public Welfare, to whom was referred 
S. 202, a bill to amend the Railroad Retirement Act of 1937, the Rail- 
road Unemployment Insurance Act, and the Social Security Act, to 
facilitate and improve administration of those acts, and, in a minor 
respect regarding railroad employment credits, the Social Security 
Act, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 
The amendments are as follows: 

Page 2: 

Lines 1 and 2: Strike out “and all purposes of title II of the Social 
Security Act”’. 

Lines 18 to 20: Strike out all material following the colon in line 18. 

Line 21: Strike out ‘further’. 

Page 3: 

Line 3: Change “1957” to “1958”; strike out “And provided” and 
substitute therefor: ‘“Provided’’. 

Lines 11 through 19: Strike out the entire sentence beginning with 
“For purposes of’ and ending with “this paragraph’’, and substitute 
therefor: “An application filed with the Board pursuant to this para- 
graph shall be deemed filed as of the same date also with the Secretary 
of Health, Education, and Welfare for the purpose of determining a 
‘period of disability’ under section 216 (i) of the Social Security Act.”’ 

Page 7, line 11: Strike out “after” and substitute “beginning with’’. 

Page 9: Strike out lines 7 through 12, and redesignate subsection 
““(f)”’ as “(e)’”’ in line 13. 

Page 10: 

Lines 1 to 4: Strike out the language beginning with “where such 
determination” and ending with ‘Social Security Act’. 


20006—58——1 
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Line 5: Change ‘‘(g)”’ to “(f)”’ 
Line 12: Change “(h)” to ‘(ge)’ 
Line 19. Change ‘‘(i)”’ to “‘(h)”’ 


Page hi ; a 
Line 3: Change ‘‘(j)’”’ to ‘‘(i) 

Line 23. Strike out the dash. 

Line 24. Strike out the entire line. 


Page 12: Strike out all of lines 1 through 7 and ‘‘(2)’’ in line 8. 
Page 13: 
Line 4: Change ‘2 (j)’”’ to ‘2 (1)” 
Line 7: Change ‘2 (h)”’ 
Line 8: Change ‘2 
Lines 14-15: Chan 
Line 23: Change “ 
Line 25: Change “ 

Page 16: 

Line 3: Strike out ‘“‘(a)’’ where it first appears. 

Lines 12 through 19: Strike out all material. 

Page 17, lines 4 and 7: Change “1957” to “1958”. After Section 
207 (c), add the following: 


ao) 
l 


bo 


to “section 1 (b)” 


ge “sections 1 (b) and 2 
2 | (go) cep eto aay” 
y) 


(f)”’ bo "2 fei” 


PART III AMENDMENTS TO THE SOCIAL SECURITY ACT 


Sec. 301. Section 202 (t) of the Social Security Act is 
amended by changing the period at the end of peromenr | 4) 
thereof to a comma and inserting thereafter the word ‘ 
and the following: 

“(E) the individual on whose employment such bene- 
fit is based had been in service covered by the Railroad 
Retirement Act which was treated as employment 
covered by this Act pursuant to the provisions of section 
5 (k) (1) of the Railroad Retirement Act.” 

Sec. 302. The amendments made by section 301 of this 
Act shall apply with ener t to monthly benefits under section 
202 of the Social Securit Act for months after December 
1956, and with respect to ‘Guiaieian death payments under 
such section 202 in the case of deaths occurring after Decem- 
ber 1956. 

Support For Bini 


The Railway Labor Executives’ Association has advised your com- 
mittee that all the standard railway labor unions who represent 
generally all the workers covered by the railroad retirement system, 
and who share with railroad employers the cost of the system, are 
sponsoring, and are in favor of, the bill. The Railway Labor Execu- 
tives’ Association consists of the chief executives of the following 
standard railway labor associations: American Train Dispatchers’ 
Association: Brotherhood of Locomotive Engineers: Brotherhood of 
Locomotive Firemen and Enginemen; Brotherhood of Maintenance 
of Way Employees; Brotherhood of Railway Carmen of America; 
Brotherhood of Railroad Signalmen of America; Brotherhood of Rail- 
way and Steamship Clerks, Freight Handlers, Express and Station 
Employees; Brotherhood of Railroad Trainmen; Brotherhood of 
Sleeping Car Porters; Hotel and Restaurant Employees and Bar; 
tenders International Union; International Association of Machinist s- 
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International Brotherhood of Boilermakers, Iron Ship Builders, 
Blacksmiths, Forgers and Helpers: International Brotherhood of 
Electrical Workers; International Brotherhood of Firemen and Oilers; 
International Organization Masters, Mates and Pilots of America; 
National Marine Engineers’ Beneficial Association; Order of Rail- 
way Conductors and Brakemen; The Order of Railroad Telegraphers ; 
Railway Employees’ Department, AFL-CIO; Railroad Yardmasters 
of America; Sheet Metal Workers’ International Association; and 
Switehmen’s Union of North America. 

The Association of American Railroads, the membership of which 
includes generally the employers of the railroad workers covered by 
this system, and who share with such workers the cost of this system, 
has also advised your committee that it is sponsoring, and it is m 
favor of, the bill. 

PuRPOSE OF THE BILL 


The bill is intended generally to facilitate and improve the admin- 
istration of the Railroad Retirement Act and, to a somewhat lesser 
extent, the Railroad Unemployment Insurance Act, by effecting 
changes that have been shown by the experience of the Railroad 
Retirement Board in administering the acts to be desirable; the bill 
would not increase the cost of benefits under the systems, at least 
not in any significant amount; rather, because its enactment will 
facilitate operations and increase efficiency, administrative costs of 
the systems will be decreased. 


AMENDMENTS OF THE RAILROAD RETIREMENT AcT 


The bill would round the monthly compensation where it is not 
a multiple of $1, to the next lower multiple of $1 to facilitate the com- 
puting processes for annuities without having any material effect on 
the amount of the monthly annuities. Annuity amounts, if not a 
multiple of $0.10, would be increased to the neat higher multiple 
without any appreciable effect on costs. The slight lowering of benefit 
costs produced by the first change would be approximately offset by 
the slight increase produced by the second. The rounding of the 
monthly compensation would substantially simplify the calculations 
of earnings on which amounts of benefits are based. It would also 
make possible the use of simple annuity tables which would eliminate 
the need for computs ation of annuities in hundreds of thousands of 
future claims and thereby would expedite the making of awards. 

The bill, by transferring to the Railroad Retirement Board the 
authority to make disability-freeze determinations under the Social 
Security Act with respect to career railroad workers, whose benefits 
or whose survivors’ benefits under the Railroad Retirement Act might 
be affected by such a determination under the ‘‘overall social security 
minimum” provision, would rectify the condition whereby the Social 
Security Administration was given the exclusive authority to make 
freeze determinations with respect to career railroad workers whose 
rights to benefits otherwise were exclusively within the jurisdiction 
of the Railroad Retirement Board. This provision would, accordingly, 
avoid undesirable conflict on questions of oo ‘tion and adjudication 
and further the general purpose of the bill to effect more efficient, 
quicker, and cheaper administration. 
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The condition to be corrected by the bill arose from the inclusion of 
the provision in the Social Security Amendments of 1954 (providing 
for these determinations of freeze periods) to amend section 5 (k) 
of the Railroad Retirement Act so as to give the Social Security Ad- 
ministration the right to use railroad service as employment qualifying 
a person for a freeze period and giving exclusive jurisdiction over the 
determination of such a period to the Social Security Administration. 
These provisions would be modified by the bill to permit the Railroad 
Retirement Board, as well as the Social Security Administration when 
railroad service is used as qualifying a person for a_ disability- 
freeze determination, to make the determination in the career railroad- 
man’s case, that is, in cases in which the railroadman had full 10 
years’ service before becoming disabled and possibly qualifying for 
the freeze. 

The career railroad employee with 10 years of railroad service who 
is totally and permanently disabled for all employment and would be 
qualified for a period of disability or the freeze, would always, regard- 
less of his age, be eligible also for a full disability annuity under the 
Railroad Retirement Act because the statutory definitions of the 
qui alifying disability for both purposes is identical as a practical matter. 
The bill, consequently, would give the Railroad Retirement Board the 
same authority as the Secretary of Health, Education, and Welfare 
would otherwise have to make determinations as to a period of dis- 
ability for the men with 10 years’ railroad service. This determina- 
tion would not be conclusive, under the bill, on the Social Security 
Administration, but for all practical purposes it would have no effect 
on employee benefits under the Social Security Act at any time unless 
the employee had already acquired sufficient service subject to that 
act to qualify him for benefits thereunder. ‘The bill would not affect 
the jurisdiction of the Social Security Ac iministration to make the dis- 
ability determination for the oe ype e, however, even though he 
had 10 or more years of railroad service, and even though he had 
already obtained fhe determination from the Railroad Retirement 
Board. 

The essence of this disability freeze provision is to give the Board 
the same authority as the Social Security Administration has to make 
determinations in these cases. The effect, of course, insofar as the 
railroad retirement system is concerned, would be in the application 
of the so-called overall social-security minimum provision of the Rail- 
road Retirement Act under which benefits payable to an employee 
and his family cannot be less than the benefits or additional benefits 
that would be payable under the Social Security Act if his railroad 
service after 1936 were employment subject to the Social Security 
Act. And the effect would be principally on the benefits to the sur- 
vivors of railroad employees because survivor benefits are generally 
payable under the so-called social-security minimum, whereas the 
man’s own benefit, and his wife’s, usually are not. As indicated, 
the only men who would be affected by this change are career rail- 
road employees, of whom many, if not most, would have absolutely 
no service subject to the social-security system and otherwise no 
relationship whatever with that system. The determinations made 
by the Board would be made at the time of the application of these 
career railroad men for disability benefits under the Railroad Retire- 
ment Act, and they would be spared the burden of acquiring special 
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information for the “freeze”? with the Social Security Administration, 
with which they probably would have had no previous dealings or 
acquaintance. The Railroad Retirement Board would, of course, 
already have all relevant evidence as to the condition of the man, 
as of the pertinent time, acquired for purposes of the application to 
the Board for a disability annuity under the railroad retirement sys- 
tem. And since the bill would provide also that the application of 
such a man to the Railroad Retirement Board for the freeze would 
be regarded as filed with the Social Security Administration as of the 
same date, the man would be spared the burden of and effort of filing 
another application. Plainly, then, the disability freeze provisions of 
the bill would add to efficiency and economy of administration, and 
would promote the interests of the disabled worker and his family in 
accordance with the general congressional plan, without at the same 
time adversely affecting the jurisdictional authority of either agency 
concerned. 

The bill would change the order of payment of accrued but unpaid 
retirement annuities and survivor annuities which are due but unpaid 
at the time of the death of the persons entitled thereto. The widow 
or widower would be eliminated as a beneficiary if he or she was not 
living with the employee at his death (the term “living with” to have 
the same meaning as in sec. 216 (h) (2) or (3) of the Social Security 
Act, as previously i in effect, which generally is that at the time of 
death the parties were actually living toge ‘ther in the same household 
or the survivor was receiving, from the other, regular contributions 
toward his or her support or had been ordered by a court to contribute). 
The elimination as beneficiary of the widow or widower who was not 
living with the employee would avoid difficult investigations and 
determinations as to who is the widow or widower, particularly in the 
many instances where more than one claim that status. In the 
absence of such a widow or widower, in the case of accrued retirement 
annuities, the person or persons who have paid expenses of burial of 
the employee and are equitably entitled to reimbursement would, 
under the bill, be the first entitled to payment, to the extent and in 
the proportions that he or they paid such expenses and to the extent 
he or they have not been reimbursed for such payment by the lump- 
sum benefit. The equity of providing for payment to the payer of 
burial expenses ahead of all others, except a widow or widower who 
was living with the employee, is obvious. If there is no qualified 
widow or widower any excess over the amount which the payers of 
burial expenses receive would be paid to children, grandchildren, 
parents, or brothers and sisters of the deceased employee in the order 
named, Changing, in this respect, the present provision a law in- 
cluding children of deceased children as if children, would eliminate 
in*many cases the necessity of making determinations as to descend- 
ants. Accrued survivor annuities due but unpaid at death would not 
be paid to the payer of burial expenses for the reasons that the em- 
ployee’s death will have occurred first and in some cases long before 
the death of the survivor and facts respecting the payment of burial 
expenses would be difficult to establish. Otherwise, the order of 
payment would be the same as for unpaid retirement annuities. 

Accrued annuities due a deceased spouse would be paid first to the 
employee and then in the same order as for accrued retirement 
annuities. The regular insurance lump-sum benefits would be payable 
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to the widow or widower if “‘living with” the emplovee at the time of 
his death and, if none such survived, to the payer of burial expenses 
who is equitably entitled to reimbursement. No others could be 
entitled except where accrued survivor annuities for a year did not 
equal the amount of the insurance lump sum in which case a child 
or parent entitled to a survivor’s annuity could take in the order 
named if no eligible widow or widower survived. The same con- 
sideration applies respecting the qualification of the widow or widower 
and the change in order of payment to the paver of burial expenses 
as in the case of accrued but unpaid retirement annuity at death. 
The exclusion of children or parents, except where they have received 
survivor annuities, has the effect of causing any unpaid insurance 
lump sum to be added to the “residual”? lump-sum benefit under 
section 5 (f) (2) of the Retirement Act when the benefit is payable. 

The ‘‘residual”’ lump sum, under section 5 (f) (2) of the basic act, 
where there is no designation of beneficiary, would be paid in the 
same manner as accrued retirement annuities due but unpaid at 
death, except that payment would be made to the employee’s estate 
in the absence of the specified surviving relatives and the payers of 
the employee’s funeral expenses would not receive payment as such 
payers but only as creditors of the estate. 

The commuted value of a retirement or spouse's annuity which 
may be paid in a lump sum would be increased from $2.50 to $5, that 
is, to the amount which now may be paid in a single sum as the 
commuted value of a survivor annuity. This provision may have 
little application since in relatively few cases would such small 
annuities be payable. 

The maximum amount of survivor benefits payable to an employee’s 


family would, under ihe! bill, be de ‘ermine l afier the application of the 


work deductior provision insiead of prio! thereto as al present, 
This change vould Si nplify the application of ihe social-securits 
minimum proy sion which in effect guarantees that benefits to an 
emplovee and his family under the Railroad Retirement Act will 
ho be less than they would be if his allroad service after 1936 were 
employment subject to the Social security Ac since ihe Social 
Security Act was amended similarly by Public Law 734, Sist Con- 
gress, appl! ‘coved Aus cust 28, 1951). Also, the double deduction, that 


results under present law from ihe application of the maximum after 
making the work deduction, would be removed. 

The bill would repeal certain provisions of the act which require 
deductions from annuities of certain obsolete kinds of payments such 
as lump-sum payments under the Social Security Aci and of unpaid 
taxes for 1939 of employees over age 65. This exclusion would con- 
form to similar amendments of the Social Security Act which were 
made because there was litile or no basis for the deductions. ‘khe 
— for crediting social-securitvy wages and_ self-employment 
income in the computation of survivor benefits under the Railroad 
~ gale Act would be made consistent with the corresponding 
provisions of the Social Security Act, as amended in 1954, by ihe 
removal of language unnecessary as a result of such amendments 

An employee with 10 years of railroad service would be assured 
a ‘ ‘comple tely or partially insured”’ status if he would have the com- 
parable “fully or currently insured” status under the Social Security 
Act assuming his railroad service after 1936 were employment covered 
by the Social Security Act. The conditions for an “insured”’ status 
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under the Social Security Act are liberal because of the ‘“‘new start’ 
provisions of that act. A ‘‘completely insured” status obtained by 
an employee through this provision would enable his aged widow, or 
his parents, to receive an annuity under the Railroad Retirement Act 
which the form of the present law prevents them from receiving. A 
partially insured status acquired by an emplovee through this pro- 
vision would cause benefits to his survivors to be paid under the 
Railroad Retirement Act.rather than under the Social Security Act. 
This change would, for practical purposes, be important only to 
emplovees whose qualifying 10 years of railroad service was not all 
after 1936. 

A provision for alternative “closing dates” or periods within which 
compensation would be treated on an annual basis in computing 
survivor benefits, as under the Social Security Act, would be included. 
This would simplify procedure since it would facilitate computations 
under the so-called social-security-minimum provision of the act, 
which must be applied in most survivor benefit cases. This change 
will also facilitate the acquisition of necessary compensation reports 
respecting the last period of creditable employment before death by 
eliminating the necessity of determining on other than an annual 
basis how much of the compensation was paid before the employee 
became age 65 or died. 

(nother provision of the bill would authorize the Board to place 
nine positions in the so-called supergrades (4 in GS-16, 4 in GS-17, 
and 1 in GS-18) without regard to the numerical limitation of the 
Classification Act and without classification of the positions by the 
Civil Service Commission. Similar authority has been granted to 
numerous other agencies of the Government, and the bill would not 
grant more supergrades than, or even as many as, are now allowed 
most other agencies of comparable size and importance. The com- 
mittee believes that the Board, in its administration of the Railroad 
Retirement and Railroad Unemployment Insurance Acts, is entitled 
to these positions. These eg 3 are necessary in order to obtain 
and keep highly qualified men in key positions, in which the highest 
performance is vital to a scccniatal administration, by providing 
recognition of the character and quality of their services and more 
adequate compensation. The Board is fully capable of determining 
the positions that are entitled to these grades and, because of their 
intimate knowledge of the requirements, should be in an even better 
position than the Civil Service Commission to determine the character, 
importance, and responsibility of these positions. 

Violation of obligations i imposed by the Railroad Retirement Act and 
fraudulent claims for benefits under the act would be made punishable 
by both fines and imprisonment instead of by fine or imprisonment, 
and fines imposed by a court pursuant to the act would be credited 
to the railroad retirement account, in the same manner as fines in 
connection with the Railroad Unemployment Insurance Act are now 
credited to the railroad unemployment insurance account. 


AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE AcT 


The bill would provide that an employee, who receives remunera- 
tion for a working day which includes part of 2 calendar days, shall be 
deemed to have earned his remuneration on the first calendar day. 
Because of such work he would not be deemed unavailable for work 
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on the second of the 2 days and it could be counted as a day of unem- 
ployment. The practice in the railroad industry is to consider such 
remuneration earned in the first of the 2 days and the change would 
result in conformity. This would avoid misunderstandings which 
have caused difficulties in gaining information which delays decisions 
on claims. No substantive change is involved. 

Subsidiary remuneration, i. e., incidental remuneration of such a 
small amount that it should not (and does not under the law) prevent 
a day from being a day of unemployment or of erage for benefit 
purposes, would be increased from $1 to $3 for a da This change 
would take into account the increase in pay rates whic h have occurred 
since the original $1 provision was enacted some 20 years ago. 

The railroad unemployment insurance administration fund would 
be placed in the unemployment trust fund established pursuant to 
section 904 of the Social Security Act and the unused amounts in the 
administration fund would be included in determining the balance to 
the credit of the railroad unemployment insurance account as of the 
close of business on September 30 of each year. The railroad unem- 
ployment insurance account is now maintained in the unemployment 
trust fund. This change would result in the funds set aside for admin- 
istrative purposes not yet used, being credited by the Secretary of the 
Treasury with a share of the investment earnings of the unemploy- 
ment trust fund. Unused portions of appropriations for administra- 
tion of the Railroad Retirement Act are now included in the railroad 
retirement account and earn interest accordingly, and this change 
would place the railroad unemployment insurance fund on a similar 
basis, removing the present disparity im this regard. The increase 
caused by the inclusion of the railroad unemployment insurance ad- 
ministration fund in determining the balance in the railroad unemploy- 
ment insurance account would affect the rate of contributions required 
to be paid for the ensuing year by railroads as employers, which rate 
is fixed, on a graduated scale, inversely to the amount in the fund. 
The investment earnings of the administration fund will obviously 
increase this balance. 

In order to remove the discrimination which now exists in favor of 
covered employees living 1 in foreign countries as against those living 
in the United States the bill would provide that neither unemploy- 
ment nor sickness benefits may be aa for any day to an employee in 
which he receives social insurance payments under any law. Now 
this disqualification extends only to payments under social insurance 
systems of the United States or a State. 

The Railroad Unemployment Insurance Act would be brought up 
to date by the replacement of a reference to civil-service laws and the 
Classification Act of 1923 with a reference to the Classification Act of 
1923 with a reference to the Classification Act of 1949, as amended. 
Also, the obsolete provision that the Board may fix the salary of ¢ 
director of unemployment insurance at $10,000 a year would ks 
removed. 

AMENDMENTS TO THE SOCIAL SECURITY ACT 


The restriction on payment of social-security benefits, which is 
applicable with certain exceptions to noncitizens of the United States 
who become eligible for benefits generally under the so-called new 
start provisions of that act, would be modified to exclude persons 
whose benefits are based in whole or in part on railroad employment 

. 





AMENDING THE RAILROAD RETIREMENT ACT 9 


through transfer of this credit to the social-security system. This 
transfer occurs where the employee does not have 10 years of service 
creditable under the Railroad Retirement Act. This amendment 
would affect principally Canadian residents employed by American 
railroads conducting a minor part of their operations in Cnanda and 
Canadian railroads operating into the United States. These persons 
are not those who come to this country solely to obtain advantage of 
the currently liberal eligibility provision of the Social Security Act 
for persons at or near retirement age and return to their native land 
to enjoy the benefits, and against whom the restriction is obviously 
directed. Rather, they acquire the credits through the demands of, 
and in the course of, their regular railroad employme nt instead of by 
special design to obtain social-security benefits. 


SECTION BY SECTION EXPLANATION OF THE BILL 
PART I-—-AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 1937 


Section 1. Rounding of ‘monthly compensation’; providing authority 
for determinations of a ‘“neriod of disability” ; changing the order 
of payment acer ued retirement, Spouse, and survivor annuities due 
but unpaid at death: increasing amount of retirement and SPOUse 
annuity payable on a commuted value basis; and providing that 
annuities, not in multiples of $0.10, be increased to the next higher 
multi ple of $0.10 

Subsection (a) of this section would amend section 3 (ce) of the 

Railroad Retirement Act of 1937 to provide that if the ‘monthly 

compensation”’ as computed under section 3 (c) is not a multiple of 

$1, it shall be rounded to the next lower multiple of $1. This amend- 
ment would facilitate the computing processes for annuities and (to- 
gether with an amendment proposed in subsection (e) of this section) 
would have no material effect on the amount of the monthly annuities. 

Subsection (b) of this section would amend section 3 (e) of the Rail- 
road Retirement Act of 1937 to provide the Board with authority to 
determine a ‘‘period of disability” within the meaning of the Social 

Security Act respecting a railroad employee who has 10 years of rail- 

road service, or has been awarded an annuity. The Board would 

exercise this authority only in the manner that the Secretary of Health, 

Education, and Welfare would if such employee’s railroad service 

after 1936 were employment subject to the Social Security Act. It 

is necessary that the Board compute the benefits that would be pay- 
able on the basis of employment under the Social Security Act on the 
assumption that the employee’s railroad employment after 1936 were 
employment subject to that act. This necessity arises from the so- 
called “social security minimum guaranty” in section 3 (e) of the 
Railroad Retirement Act which provides, generally, that the family 
benefits under the Railroad Retirement Act be increased to the 
amount, or the additional amount, that they would be under the 
above-mentioned assumption. In the computation of benefits under 
the Social Security Act it is necessary to take into account periods of 
disability because the “freezing’’ (or elimination) of such periods would 
increase the employee’s average monthly wage and this, in turn, 
would result in larger benefits. In some instances such elimination 
would even accord eligibility. For this reason it is desirable that the 


S. Rept. 2364, 85-2——2 
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Board be authorized to determine these periods of disability respecting 
career railroad employees. 

For the purpose of making “disability freeze’ determinations, the 
following would apply: (i) In determining quarters of coverage, an 
employee’s compensation in a calendar year would be presumed to 
have been paid in equal proportions with 1 respect to all months 1 
which he will have been in service as an employee in such year; 

(ii) an application for an annuity filed with the Board on the 
basis of disability would be deemed to be an application to determine 
a period of disability, and such an application filed with the Board on 
or before the enactment of this amendment would be deemed to have 
been filed after December 1954 and before July 1958; 

(iii) notwithstanding any other provision of law, the Board would 
have the authority to make such disability-freeze determinations 
on the basis of the records in its possession or evidence otherwise 
obtained by i 

(iv) a determination of the Board of a “period of disability” 
would be deemed a final decision of the Board determining the rights of 
persons under the Railroad Retirement Act for purposes of section 11 
of the act and therefore subject immediately to the judicial review 
provisions of the act; and 

(v) an application, filed with the Railroad Retirement Board, 
treated as an applic ation for the “freeze” would be deemed an applica- 
tion for the “‘freeze”’ filed, as of the same date, with the Social Security 
Administration (the Secretary of Health, Education, and Welfare) 

Subsection (c) of section 1 would amend section 3 (f) (1) of the 
Railroad Retirement Act to provide that retirement annuities which 
will have become due but which will not have been paid to the em- 
ployee entitled thereto by the time of his death shall be payable to 
the person, if any, determined by the Board to be such employee’s 
widow or widower and to have been “living with” such employee at 
the time of the employee’s death if such widow or widower will not 


“c 


have died before receiving payment of such annuities. (As explained 
elsewhere, the term “living with” would have the meaning ascribed 
to it in sec. 216 (h) (2) or (3) of the Social Security Act under which 


at the time of death the parties must have been actually living together 
in the same household, or the widow or widower must have been 
regularly contributing to the support of his or her husband or wife, 
or must have been under a court order to contribute.) — If there should 
be no such widow or widower, such accrued annuities would be pay- 
able to any person or persons, equitably entitled thereto, to the extent 
and in the proportions that he or they shall have ae the expenses 
of burial of such emplovee and to the extent that he or they will not 
have been reimbursed by the insurance lump sum p! scale under 
section 5 (f) (1) for having a such expenses. If there should be 
no person or persons so e titled, or if the total of the accrued annuities 
should exceed the reimbursed Serial expenses, the amount of accrued 
annuities, or the remainder thereof, would be paid to the children, 
grandchildren, parents, or brothers and sisters of the deceased em- 


Che Board has already in its possession medical data acquired in connection with applications for dis- 
ibility annuities under the Railroad Retirement Act and for sickness benefits under the Railroad Uneme 
ployment Insurance Act whic ll provide a basis for maki ich determinations of disability or at least 





AMENDING THE RAILROAD RETIREMENT ACT ll 


ployee (in the order named), if living at the time of payment.’ The 
equity in providing first for the burial expenses of the deceased in 
preference to paying other relatives, where there was no wife (or 
husband) “living with” the employee, is quite clear. Further, under 
the present provisions of law, the Board is confronted with the neces- 
sity of making extensive investigations and difficult determinations, 
often on unsatisfactory evidence, particularly where more than one 
person claims to have been married to the employee, as to who is the 
widow or widower. This administrative difficulty would be elimi- 
nated. Similarly, the difficulty of determining descendants, and of 
dividing the accrued annuity payable into many small amounts, 
which is necessary in some cases where many persons in the same 
oo of relation to the employee may be eligible, would be reduced 
y eliminating the right of children of deceased children to share 
ay children. 

This subsection would also amend section 3 (f) to provide for the 
payment of accrued annuities which will have become due to a 
survivor of an employee, but will not have been paid at the survivor’s 
death. These would be paid to the person, if any, determined by 
the Board to be such employee’s widow or widower and to have 
been “living with’ such employee at the time of such employee’s 
death and who will not have died before receiving payment of such 
annuities. If there should be no such widow or widower, such annui- 
ties would be pavable to the children, grandchildren, parents, or 
brothers and sisters of the deceased employee (in the order named), 
if living at time of payment. Accrued survivor annuities would be 
paid in the same manner as accrued annuities due an employee at 
his death, except that no payment would be made to the payer of the 
emplovee’s burial expenses. The basis for this exception is the cir- 
cumstance that the death of a survivor will have occurred after the 
e a lovee’s death, and, in many instances, long after, and information 

: to the payment of the burial expenses might be difficult to obtain. 

{nother amendment which would be added by this subsection to 
section 3 (f) of the Railroad Retirement Act would provide that the 
annuity accrued to the spouse of an employee, but which will not 
have been paid at the time of such spouse’s death, shall be payable 
to the employee from whose employment such spouse’s annuity is 
derived. If such employee should not live to receive such payment, 
such accrued annuity “would be paid as provided in the case of accrued 
retirement annuities due to, but unpaid at the time of death of, the 
employee. A fourth paragraph would be added to section 3 (f) to 
provide that application for accrued and unpaid annuities shall be 
filed prior to the expiration of 2 vears after the death of the person 
to whom annuities were origins alls due. This would not change the 
present provision relating to the time limit filing for unpaid retirement 
annuities. It woulde xpressly prescribe the pe riod in which application 
must be filed for other annuities which remain unpaid at death. Such 
period oat | be the same as under administrative rules now in effect. 

Still another paragraph, (5), would be added by this subsection to 
section 3 (f) to provide that a widow or widower of an employee shall 


| ler present provisions of the act, such accrued annuities are first paid to the widow or widower, 
though separated or estranged from the employee for many years; next to the children of the deceased 

ind descendants of deceased children who under the intestacy laws of the State in which the 

en yee last domiciled would be entitled to share as distributees with such children; next to the parents 
of the deceased employee; then to his brothers and sisters; and then as reimbursement to the payer of the 
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be deemed to have been “living with” him at the time of his death if 
the conditions set forth in section 216 (h) (2) or (3), whichever is ap- 
plicable, of the Social Security Act are fulfilled (that is, at the time of 
death the parties must have been actually living together in the same 
household, or the widow or widower must have been regularly con- 
tributing to the support of his or her husband or wife, or must have 
been under a court order to contribute). 

Subsection (d) of section 1 of the bill would increase the amount of 
retirement or spouse’s annuity, the commuted value of which may be 
paid in a Jump sum, from $2.50 to $5, just as in the case of a survivor 
annuity which, if having a commuted value of as much as $5, may 
now be paidinalump sum. Subsection (e) of section 1 would further 
amend section 3 of the Railroad Retirement Act by adding a new sub- 
section (i) to provide that, if the amount of an annuity computed 
under section 3, 2, or 5 of the act is not a multiple of $0.10, it shall 
be raised to the next higher multiple of $0.10. 


Section 2. Changing the order of persons entitled to the ins urance lump- 
sum and residual lump- sum benefits; determining the maximum sur- 
vivor annuities after applying the work deduction instead of prior 
thereto: striking certain unnecessary Provisv Ns respecting survivor 
be nefits; clarifying the prov sions for the credi ting 0 if wages; liberal- 
; Ing the condi tions under which insured status may be acquired; 
akiiving prov ISiONS respecting the ‘ ‘employee’ 8 closing date’ and 
the manner of computing “average monthly compensation” 


f 1 


This section (subsec. (a)) would amend section 5 ({ 1) of the 
Railroad Retirement Act of 1937 to provide, as in the case of the 
corresponding benefit under the Social Security Act, that the insurance 
lump sum be pi aid to the widow or widower of the deceased e mploye e 
if the Board determines that he or she was “living with’ the employee 
at the time of such employee's death and who w ill not have died before 
receiving payment of such lump sum. If there should be no such 
widow or widower, such lump sum would be payable to any person or 
persons equitably entitled thereto, to the extent and in the proportions 
that he or they will have paid the expenses of the burial of such 
deceased employee. Payment would be confined to a widow or 
widower who is determined to have been living with the e mploye e at 
the time of his deeath for the same reasons as those discussed respecting 
the amendments made by section 1 (ce) of the bill relative to the 
payment of accrued retirement annuities. The regular insurance 
lump sum would not go beyond payment to the person or persons 
who have paid the burial expenses. The reason is that the amount of 
such lump sum, or the excess, if any, after payment is made to the 
payer of funeral expenses, would, in effect, become part of a ‘‘residual 
benefit,” which might be payable under section 5 (f) (2) of the act, and, 
as such, would be paid to children, grandchildren, parents, or brothers 
and sisters, in the order named. If accrued survivor annuities for a 
year following the employee’s death do not equal the amount of the 
insurance lump sum, the excess would be paid (in the order named) 
to the widow or widower, child, or parent of the employee then entitled 
to a survivor = 







3 Under present prov vis ns of law, the benefit is first paid to the w idow or widower, even though estranged 
from the employee at ti me of his death, or, if there be none, to any child or children and any other person 
or persons who woul : = enti tled to share r the intestacy laws of th e St ite where the deceased was last 
domiciled with the children in such pr ion that is provided by such intestacy law, and, if there be no 


widow or widower or children or those ¢ ontitled to share with chil iren, the co fit would be payable to the 
parent or parents of the deceased 





AMENDING THE RAILROAD RETIREMENT ACT 13 


Subsection (b) of this section would amend section 5 (f) (2) of the 
Railroad Retirement Act to provide that, if the employee did not 
validly designate someone to receive the “residual”? lump sum pro- 
vided by this subsection, it be paid to the widow or widower of the 
deceased employee who was “living with”? such employee at the time 
of such employee’s death. If there should be no such widow or 
widower, payment would be made, in the order named, to any child or 
children of such employee, to any grandchild or grandchildren, to any 
parent or parents, or to any brother and sister. If any of the persons 
in a class should not live to receive payment the lump sum would be 
paid to the others in the class, or, if none, to the next class. If the 
designated beneficiary and none of the other survivors specifically pro- 
vided for survived, payment would be made to the estate of the 
deceased employee. The reasons for this change are the same as 
those discussed with respect to the amendments made by section 1 (ce) 
of the bill relative to accrued retirement annuities due but unpaid at 
the time of the death of the employee. Payme nt of the “residual”’ 
lump-sum benefit, by way of reimbursement, to the payer of the burial 
expenses of an employee would not be specially provided for because 
the “residual” benefit ordinarily becomes payable a considerable time 
after the employee’s death and information concerning the payment 
of these expenses might be difficult to obtain. 

Subsection (c) of section 2 would amend section 5 (h) of such act 
to provide that the maximum of survivor annuities be determined 
after the application of the work deduction provision, instead of prior 
to as under present laws. This change would accord with a similar 
change which has been made in the Social Security Act by Public 
Law 734, Sist Congress, approved August 28, 1950, and, in conse- 
quence, the application of the social security minimum would be 
simplified. The effect of this change would be to eliminate the double 
deduction which results from the application of the present provision 
for determining the maximum before any work deduction 1s made. 
For example, assume that an employee whose “basic amount’ is $63 
is survived by a widow and 4 children, entitled to a survivor’s annuity 
upon application. All apply except the eldest child who expects to 
work and whose entitlement would add nothing to the total family 
benefit if the widow and the other children receive their benefits. 
The maximum family benefit would be 2% times the basic amount, or 
$168 monthly which they would receive rather than the total of $189 
produced by the regular formula ($63 for the widow, the “basic 
amount’’) plus $42 for each of three children (two-thirds of the “basic 
amount” for each, or $63 plus $126), as follows: the widow would 
receive her proportionate share, sixty-three one-hundred and eighty 
ninths of the $168, or $56, and each child would receive forty-two 
one-hundred and eighty ninths of $168 or $37.33% a month. Now, 
assume that the widow decides to work and does. Under the present 
provisions for applying the maximum before work deductions her 
monthly payments would cease and the children’s payments would 
remain as they were at $37.3344 each. Also, if the fourth child decides 
not to work but to continue in school he could under the present 
provisions receive nothing. Under the proposed change, however, of 
determining the maximum after the work deduction the 3 children’s 
payments would be increased to their regular amount of $42 each 
(that is, two-thirds of the ‘‘basic amount’’) and the fourth child could 
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apply and would receive his full share of $42, under the regular formula 
since the increase for the 3, and such share for the fourth, would in- 
crease the total only to the exact amount of the maximum of $168. 
The example assumes that the social security minimum provision 
would not apply at all. If it did apply, under present provisions, 
after the widow started work, benefits to the family would have to 
be recomputed in accordance with the social security minimum. 
Under the proposed amendment, no such recomputation would be 


required. 
The provision for calculating the minimum survivor annuity before 


making work deductions would not be affected by the bill. To com- 
pute the minimum after making a work deduction would nullify the 
work deduction provision, at least to some extent. Assume a case 


where a widow’s benefit was, say $9.60 and the child’s $6.40 so that 
the 2 would receive $16, or above the present family minimum of 
$15.40. If the minimum were applied after making the deductions 
required because the widow worked, the child would then receive 
$15.40, or almost as much as the 2 together had received before the 
widow began work and a recomputation of the benefits would have 
to be made, instead of merely stopping payment to the individual 
working. (If only one member of a family were entitled to benefits, 
and the minimum were calculated after the work deduction, such 
member would receive the minimum even though working.) 

Subsection (d) of section 2 would amend section 5 (1) (3) of the 
Railroad Retirement Act by eliminating deduction provisions respect- 
ing lump sums paid under section 204 of the Social Security Act in 
force prior to the enactment of the Social Security Act Amendments 
of 1939. This amendment would also eliminate deductions because 
of failure to deduct social security taxes for services in 1939 after 
which services the employee attained age 65. These provisions 
would be stricken because they are substantially obsolete. 

Subsection (e) would amend section 5 (k) (3) of the Railroad 
Retirement Act to require the Board and the Social Security Admin- 
istration to furnish each other with reports and records of ‘‘disability 
freeze’? determinations mi: aeot yy one or the other agency, but would 
also prevent such a report or record of either agency’s determination 
of a ‘‘disability freeze”’ ean being conclusive on the other. 

Subsection (f) of this section would amend section 5 (1) (6) of the 
Railroad Retirement Act to clarify the provision respecting the 
crediting of wages and self- employment income under the Social 
Security Act in the determination of survivor benefits under the act. 
Language is removed which is unnecessary as a result of recent amend- 
ments of the Social Security Act. 

Subsection (g) of this section would amend section 5 (1) (7) to 
provide a ‘‘completely insured”’ status for an employee who has 10 
vears of railroad service and would have a ‘‘fully insured”’ status 
under the Social Security Act, assuming that his railroad service 
after 1936 were ‘“‘employment”’ under the Social Security Act. Such 
an employee might not otherwise have a “completely insured”’ status 
under the Railroad Retirement Act because the ‘new start’’ provision 
of the Social Security Act permits the acquisition of a ‘fully insured” 
status under relatively liberal conditions. Where an employee gains 
a “‘completely insured” status under this provision his aged widow or 
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his parents could receive survivor annuities under the Railroad 
Retirement Act to which they would not otherwise be entitled. 

Subsection (h) of this section would amend section 5 (1) (8) of 
the Railroad Retirement Act to provide a ‘‘partially insured” status 
under the act if under the same assumption as that prescribed in the 
preceding paragraph he would be ‘‘currently insure dl” under the Social 
Security Act. Where an employee acquires a ‘‘partially insured”’ 
status under this provision the consequence would be that any sur- 
vivor benefits would be payable under the Railroad Retirement Act 
rather than the Social Security Act. 

Subsection (i) of this section would amend section 5 (1) (9) of the 
Railroad Retirement Act to effect a change in connection with the 
definition of ‘average monthly remuneration’ used in computing 
survivor benefits. The present ‘average monthly remuneration” is 
computed to the quarter in the calendar year in which such employee 
died or in which he had attained age 65 and became completely 
insured, oe amendment of this subsection would change this closing 
date to (1) the first day of the first calendar year in which such em- 
plovee a had attained age 65 and would be “completely insured ;’ 
or (2) the first day of the calendar year in which such employee died; 
or (3) the first day of the calendar vear following the date of such 
employee’s death, whichever would produce the highest “average 
monthly remuneration.” This change would allow the Board to use 
the compensation on an annual basis without the complication of hav- 
ing to determine how much of the compensation was paid in the year 
before the quarter in which the employee became age 65 or died. As 
a result of this change these provisions would be consistent with the 
Social Security Act, and because many survivor annuities under the 
Railroad Retirement Act are computed under the social security 
minimum guaranty provision (under which the total of monthly 
annuities payable under the Ri ulroad Retirement Act on the basis of 
an emplovee’s service cannot be smaller than the amount, or the addi- 
tional amount, which would have been payable under the Social 
Security Act to the employvee’s family had the employee’s railroad 
service after 1936 been subject to that act), the proposed change would 
serve to facilitate the computation under this minimum provision. 


Section 8. Providing for certain positions in the service of the Board 


This section of the bill would authorize the Board to place, without 
regard to the numerical limitations contained in section 505 of the 
Classification Act of 1949, as amended, 4 positions in grade GS-16, 
4 positions in grade GS-17, and 1 position in grade ( 38-18, of the 
general schedule established by the Classification Act. This change 
would obviously inure to the benefit of the Board’s administration 
because it would enable the Board to obtain and to retain the services 
of highly competent and skilled men in certain important positions 
which might otherwise not be possible; it would accord with accepted 
and current governmental policy respecting high-level, responsible 
positions in the Federal service, and it would place the Railroad 
Retirement Board more nearly on an equal basis with other Federal 
agencies of comparable size and importance as regards the authorized 
number of such positions. 
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Section 4. Providing that fines and penalties imposed by a Court pursuant 
to the Railroad Retirement Act shall be credited to the Railroad 
Retirement Account 

This section would amend section 13 of the Railroad Retirement Act 
to accord with the Railroad Unemployment Insurance Act by provid- 
ing that an individual who willfully fails to make a report require 1d to be 

made for the purpose of the Railroad Retirement Acts of 1935 and 1937 

or who shall knowingly make or cause to be made any false or fraudu- 

lent report or statement or who knowingly makes or aids in making 
any false or fraudulent statement or claim for the purpose of causing 
an award or payment under such acts, shall be punished by a fine of 
not more than $10,000 or by imprisonment not none 1 year or 


both. Under the present provisions the offense is punishable either 
by fine or imprisonment with the limits aceied: above but not by 
both. This section would further amend section 13 of the Railroad 


Retirement Act to provide that all fines and penalties imposed by a 
court pursuant to the act be credited to the railroad retirement 
account just as the Railroad Unemployment Insurance Act makes 
provision for like fines and penalties to go into the account out of which 
unemployment benefits are paid. 


Section 5. Effective dates 
Subsection (a) - t] - section would make the amendments proposed 


in sections 1 (a), (d), (e), and 2 (1) of the bill effective with respect 
to annuities ase ae re the Railroad Retirement Act of 1937 on 
or after the date of enactment of this bill. Sections 1 (a), 1 (d), and 


1 (e) contain the amendments for rounding the monthly compe nsation 
providing for the payment in a lump sum the commuted value of an 
annuity, and providing for the increase of annuities to the next higher 
multiple of $0.10. Section 2 (i) would change the provisions respecting 
an employee’s closing date and would round an “average monthly 
remuneration” to the next lower multiple of $1.) 


t 


Subsection (b) of this section provides that the amendments to be 


made by sections 2 (g) and 2 (h), respecting the acquiring of an 


insured status under the Railroad Retirement Act on the assumption 
that the emplovee’s railroad service after 1936 were “emplovment”’ 
subject to the Social Security Act, be effective with respect to deaths 
occurring on or after the date of enactment of the bill. and with 
respect to every emplovee who died before the enactment thereof if 
none of the employees’ survivors became entitled, before the enact- 
ment of the bill, to monthly benefits (by reason of the employee’s 
death) under the Social Security Act. 

Subsection (c) of this section would make the amendments proposed 
in section 1 (b), respecting determinations of periods of disability, 
effective with respect to such determinations made on or after the 
date of the enactment of this bill other than those made prior to the 
date of enactment of the bill. 

Subsection (d) of this section would make the amendments proposed 
in sections 1 (c), 2 (a) and 2 (b), respecting the payment of accrued 
annuities and lump-sum benefits, effective with respect to deaths 
occurring in months after the month of the enactment of the bill. 

Subsection (e) of this section would make the amendments proposed 
in sections 2 (c), 2 (d), and 2 (f), respecting deductions from survivor 
annuities and the clarification of the provision for the crediting of 
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wages, effective with respect to annuities accruing for months after 
the month of enactment of the bill. 

Subsection (f) of section 5 would make the amendments proposed 
by sections 2 (e) and 3 for an exchange of information between the 
Board and the Secretary of Health, Education, and Welfare, and the 
establishment of certain supergrades, respectively, effective on the 
date of enactment of the amendatory act. 

Subsection (g) of this section, providing for the remission to the 
Treasury for credit to the railroad retirement account of fines and 
penalties imposed by a court for violation of the Railroad Retirement 
Act, is to be effective with respect to offenses committed on or after 
the date of enactment of the amendatory act; and the other provisions 
of the subsection, permitting a court to punish by both fine and 
imprisonment the commission of an offense prescribed by section 13 
of the Railroad Retirement Act, would be effective with respect to 
the imposition of such punishment on or after the date the amendatory 
act was enacted. 


PART II —AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE 
ACT 


Section 201. Changes respecting a working day which includes a part 
of 2 consecutive calendar days; increasing the amount of ‘‘subsidvary 
remuneration”; and making provision for inclusion of railroad 
unemployment insurance administration fund in the unemployment 
trust fund 


Subsection (a) (1) of this section would amend section 1 (k) of the 
Railroad Unemployment Insurance Act to provide that where an 
employee receives remuneration for a working day which includes a 
part of each of 2 consecutive calendar days the remuneration shall be 
deemed to have been earned on the first of such 2 days. Any indi- 
vidual who takes work for such working day would not, by reason 
thereof, be deemed not available for work on the second of such 
calendar days.* 

Subsection (a) (2) of this section would amend section 1 (k) of the 
Railroad Unemployment Insurance Act to provide that the term 
“subsidiary remuneration’? means remuneration not in excess of an 
average of $3 a day (instead of $1 a day) for the period with respect 
to which such remuneration is payable or accrues, if the work from 
which the remuneration is derived (i) requires substantially less than 
full time as determined by generally prevailing standards, and (ii) is 
susceptible of performance at such times and under such circumstances 
as not to be inconsistent with the holding of normal full-time employ- 
ment in another occupation. The amount of $3 would be more real- 
istic in view of present day wage scales as compared with those when 
the provision was enacted some 20 years ago. 

Subsection (b) of this section would amend section 1 (q) of the 
Railroad Unemployment Insurance Act so that the term “fund” 
would mean “the railroad unemployment insurance administration 
fund, established pursuant to section 11 of this act in the unemploy- 
" 4 Under the present provision and under the same circumstances the individual is deemed to have earned 
remunerationvon the second of such two days and is not to be deemed unavailable for work on the first. of 
two such calendar days. The change would conform to the practice in the railroad industry of attributing 


the remuneration to the first day and avoid misunderstandings which have delayed the acquisition of 
information respecting the work. 


S. Rept. 2364, 85-2 
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me a trust fund,”’. This would be in furtherance of the purpose to 
be effected by section 204 of the bill n- nani unused money designated 
a administrative expenses to earn interest, as in the case of unused 
funds for benefit purposes. 


Section 202. Changing certain provisions respecting disqualification for 
Uni mployme nt and sickness be nefits 

This section would amend section 4 (a-1) (ii) of the Railroad Un- 
employment Insurance Act to provide that no day shall be considered 
a day of unemployment or a day of sic kness for any employee if, with 
respect to such day, the e mployee receives unemployment, maternity, 
or sickness benefits under an une ay ment, maternity, or sickness 
compensation law of any State of the United States other than Rail- 
road Unemployment Insurance Act, or any other social-insurance 
payments under any law. This would remove the present discrimina- 
tion in favor of employees in countries outside the United States allow- 
ing them to collect benefits without regard to their receipt of social 
insurance benefits under some foreign law. 


Section 203. Considering the amount in the railroad unemployment in- 
surance administration fund as a part of the railroad unemployment 
insurance account for the purpose of determining the rate of con- 
tributions 

This section would amend section 8 (a) of the Railroad Unemploy- 
ment Insurance Act to provide that in determining the balance of the 
reg unemployment insurance account as of September 30 of any 

sar, the balance to the credit of the railroad unemployment insurance 
sdealnidiedion fund shall be intended as a part of the balance to the 
credit of the account. This could lower, or avoid increasing, the rate 
of contributions to be made by employers for the ensuing year. 


Section 204. Authorizing the Secretary of the Treasury to receive and 
hold funds of the railroad unemployment insurance administration 
fund i in the unemployment trust fund 


Subsection (a) of this section would amend section 904 (a) of the 
Social Security Act to authorize the Secretary of the Treasury to 
receive and hold funds deposited in the railroad unemployment insur- 
ance administration fund as a part of the unemployment trust fund. 

Subsection (b) of this section would amend section 904 (e) of the 
Social Security Act to provide that the Secretary of the Treasury shall 
credit the railroad unemployment insurance administration fund with 
interest derived from the unemployment trust fund. At present 
unexpended portions of appropriations for administration of the 
Railroad Retirement Act earn interest as a part of the railroad retire- 
ment account but the railroad unemployment insurance administration 
fund is not invested. 

Subsection (c) of this section would amend section 904 (f) of the 
Social Security Act to authorize the Secretary of the Treasury to make 
such payments out of the railroad unemployment insurance admin- 
istration fund as the Board may duly certify. This change is neces- 
sary to conform with the change made by including the administra- 
tion fund in the “unemployment trust fund.” 
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Section 205. Providing that the Secretary of the Treasury maintain in 
the unemployment trust fund established pursuant to section 904 of 
the Social Security Act an account to be known as the railroad 
unemployment insurance administration fund 

This section would amend section 11 (a) of the Railroad Unem- 
ployment Insurance Act to provide that the Secretary of the Treasury 
shall maintain in the unemployment trust fund established pursuant 
to section 904 of the Social Security Act an account to be known as 
the railroad unemployment insurance administration fund. This 
provision would implement the purpose of section 204 to permit un- 
expended administrative funds to earn interest, as in the case of other 
funds. 

Section 206. Removing provision for fixing salary of director of unem- 
ployment insurance 

This section would amend section 12 (1) of the Railroad Unem- 
ployment Insurance Act by striking the obsolete provision that the 

Board may fix the salary of a director of unemployment insurance at 

$10,000 per annum and by providing that persons in the Board be 

employed, and their remuneration be preseribed, in accordance with 
the civil-service laws and the Classification Act of 1949 rather than 

the out-of-date provisions of the Classification Act of 1923. 


Section 207. Effective dates 

Subsection (a) of this section would make the amendment proposed 
in section 201 (a) respecting subsidiary remuneration effective with 
respect to registration periods in benefit years after the benefit year 
ending on June 30, 1958. 

Subsection (b) of this section would make all the amendments 
proposed in section 202 effective with respect to days in benefit years 
after the benefit year ending on June 30, 1958. 

Subsection (c) of this section would make the remaining proposed 
amendments to the Railroad Unemployment Insurance Act, except as 
otherwise indicated, effective on the date of enactment. 


PART III--AMENDMENTS TO THE SOCIAL SECURITY ACT 


Section 301 would amend section 202 (t) of the Social Security Act 
to exclude from the restriction on social-security benefits provided 
by that section persons whose benefits are based in whole or in part 
on railroad employment through transfer of their employment credits 
under section 5 (k) (1) of the Railroad Retirement Act. That restric- 
tion is applicable, with certain exceptions, to noncitizens of the United 
States who become eligible for benefits under the so-called new-start 
provisions of that act through temporary employment and leave the 
United States. This amendment would affect, principally, Canadian 
residents employed by American railroads conducting a minor portion 
of their operations in Canada, and Canadian railroads operating into 
the United States. These persons are not those against whom the 
restriction was aimed since, obviously, they obtain social-security 
credits through this railroad service only because of the demands of, 
and in the course of, their regular employment rather than through 
any design to secure coverage by working temporarily and then 
returning to their native countries to enjoy the fruits thereof. 
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Section 302 would make the amendments of section 301 applicable 
to monthly benefits under the Social Security Act after December 
1956 and to lump-sum payments under section 202 of the Social 
Security Act in the case of deaths occurring after December 1956. 

The report of the Social Security Administration of the Department 
of Health, Education, and Welfare is as follows: 

DEPARTMENT OF HEALTH, EpucATION, AND WELFARE, 

SoctaL Security ADMINISTRATION, 
Washington, D. C., August 1, 1958. 
Hon. Wayne L. Morse, 

Cnairman, Subcommittee on Railroad Retirement of the Committee 
on Labor and Public Welfare, United States Senate, Wash- 
ington, D. C. 

Dear Mr. CuarrMan: This is to inform you that the Railroad 
Retirement Board and this Department have reached an agreement 
on a legislative question pending before your committee. 

The question involves the disability-freeze provision in S. 2020 
which I discussed in my testimony before your committee during 
the June 12 hearing in that bill. The provision in question would 
give the Railroad Retirement Board authority to make disability- 
freeze determinations under the old-age, survivors, and disability 
insurance program for workers with 10 or more years of railroad 
employment. You will recall that the Secretary in his report to the 
full committee on this bill, dated July 25, 1957, expressed concern 
about the effect this provision might have on the old-age, survivors, 
and disability insurance program, and recommended against the 
ew of the bill unless the disability-freeze provisions were 
deleted, or modified as suggested in the report. My testimony 
before eae committee was, Dasically, a restatement of this position. 

The Railroad Retirement Board’ has now agreed to 1 of the 2 
alternative approaches suggested in our report on 5S. 2020. Under 
the approach agreed upon, the Board would make freeze determina- 
tions conclusive for the purposes of determining benefit payments 
under the railroad retirement program, while this. Department would 
continue to make disability-freeze determinations for all old-age, sur- 
vivors, and disability insurance purposes, and for purposes of the 
financial-interchange provisions. 

If the disability -freeze provisions of S. 2020 are modified so as to 
put this proposal into effect, this Department would have no objec 
tions to the enactment of S. 2020. The two agencies will develop 
legislative language to amend S. 2020 to put the ‘proposal into effect, 
and the Railroad Retirement Board will submit this language to your 
committee. 

Sincerely yours, 
CuHarues I. ScHorruanpD, 
Commissioner. 


CHANGES IN THE Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in e siothee law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 





AMENDING THE RAILROAD RETIREMENT ACT 21 


RAILROAD RETIREMENT AcT OF 1937 


* * * * * * * 
“COMPUTATION OF ANNUITIES 


“Src. 3. (a) The annuity shall be computed by multiplying an 
individual’s ‘years of service’ by the following percentages of his 
‘monthly compensation’: 3.04 per centum of the first $50; 2.28 per 


centum of the next $100; and 1.52 per centum of the next $200. 
‘6 (b) * *k x 


a 


) The ‘monthly compensation’ shall be the average compensa- 
hee a to an employee with respect to calendar months included in 
his ‘years of service’, except (1) that with respect to service prior to 
January 1, 1937, the monthly compensation shall be the average com- 
pensation paid to an employee with respect to calendar months 
included in his years of service in the years 1924-1931, and (2) the 
amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station 
employee whose duties consisted of or included the carrying of pas- 
sengers’ hand baggage and otherwise assisting passengers at passenger 
stations and whose remuneration for service to the employer was, in 
whole or in substantial part, in the forms of tips, shall be the monthly 
average of the compensation paid to him as a station employee in 
his months of service in the period September 1940-August 1941: 
Provided, however, That where service in the period 1924-1931 in the 
one case, or in the period September 1940—August 1941 in the other 
case, is, in the judgment of the Board, insufficient to constitute a fair 
and equitable basis for determining the amount of compensation paid 
or attributable as paid to him in each month of service before 1937, 
or September 1941, respectively, the Board shall determine the 
amount of such compensation for each such month in such manner 
as in its judgment shall be fair and equitable. In computing the 
monthly compensation, no part of any month’s compensation in 
excess of $300 for any month before July 1, 1954, or in excess of 
$350 for any month after June 30, 1954, shall be recognized. If the 
employee earned compensation in service after June 30, 1937, and 
after the last day of the calendar year in which he attained age 
sixty-five, such compensation and service shall be disregarded in 
computing the monthly compensation if the result of taking such 
compensation into account in such computation would be to diminish 
his annuity. Jf the ‘monthly compensation’ computed under this sub- 
section ts not a multiple of $1, it shall be rounded to the next lower mul- 
tiple of $1. 
(d ) * * * 

‘“(e) In the case of an individual having a current connection with 
the railroad industry, the minimum annuity payable shall, before 
any reduction pursuant to section 2 (a) 3, be whichever of the follow- 
ing is the least: (1) $4.55 ee by the number of his years of 
service; or (2) $75.90; or (3) his monthly compensation: Provided, 
however, That if for any pails abet in which an annuity accrues and 
is payable under this Act the annuity to which an employee is entitled 
under this Act (or would have been entitled except for a reduction 
pursuant to section 2 (a) 3 or a joint and survivor election), together 
with his or her spouse’s annuity, if any, or the total of survivor 
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annuities under this Act deriving from the same employee, is less than 
the amount, or the additional amount, which would have been payable 
to all persons for such month under the Social Security Act (deeming 
completely and partially insured individuals to be fully and currently 
insured, respectively, individuals entitled to insurance annuities under 
subsections (a) and (d) of section 5 to have attained age sixty-five, and 
individuals entitled to insurance annuities under subsection (c) of 
section 5 on the basis of disability to be less than eighteen vears of age, 
and disregarding any possible deductions under subsections (f) and 
(g) (2) of section 203 of the Social Security Act) if such employee’s 
service as an employee after December 31, 1936, were included in the 
term ‘employment’ as defined in that Act and quarters of coverage 
were determined in accordance with section 5 (1) (4) of this Aet, such 
annuity or annuities, shall be increased proportionately to a total of 
such amount or such additional amount. 

‘Kor Purpose Ss of this subsection. the Board shall have the Sadie author- 
ity to” determine a ‘period of disabili ty’ within the meaning of section 
216 (7) of the Social Sec urity . ict, with respect to any employee who will 
meg filed application therefor and (i have completed ten years of Service 
or ) have been awarded an annuity, as the Secretary of Health, Educa- 
tion. eased We lfare would have to determine such a — under such sec- 
tion 216 (7) if the em ployee met the requirements of clauses (A) and (B) 
of paragraph (3 of such section, considering for pur poses of such deter- 
mination that all his service as an employee after 1936 constitutes ‘em ploy- 
ment’ within the meaning of title II of the Social Security Act and deter- 
mining his quarters of coverage for such purposes by pre suming his com- 
pe nsation in a calendar year to have been paid mn equal proportions with 
respect to all months in which he will have been in service as an em ployee 
in such calendar year: Provided, That an application for an annuity 
filed with the Board On the basis of disabil ity shall be deemed to be an 
application to determine such a period of disabili ty, and such an appli- 
cation filed with the Board on or before the date of the enactment of this 
paragraph shall, for purposes of this subsection and section 216 (i) (4) 
of the Social Sec urity Act. be deemed filed after December 1! M54 and before 
July 1958: Provided further, That, notwithstanding any other provision 
of law, the Board shall have the authority to make such determination on 
the hasis of the records in its POSSESSION or evidence otherwise obtained 
by it, and a determination by the Board with respect to any employee 
concern ing such a ‘period of disability’ shall he deemed a final decision 
of the Board determining the rights of persons under this Act for purposes 
of section 11 of this Act. An application filled with the Board pursuant 
to this paragraph shall be deemed filed as of the same date also with the 
Secretary of Health. Education. and Welfare for the pur pose of determin- 
ing a ‘period of disabili ty’ under section 216 (7) of the Social Security 
Act. 

C“(f) Annuity payments which will have become due an individual 
but will not yet have been paid at death shall be paid to the same 
individual or individuals who, in the event that a lump sum will have 
become pavable pursuant to section 5 hereof upon such death, would 
be entitled to receive such lump sum, in the same manner as, and sub- 
ject to the same limitations under which, such lump sum would be 
paid, except that, as determined by the Board, first, brothers and 
sisters of the deceased, and if there are none such, then erandchildren 
of the deceased, if living on the date of the determination, shall he 
entitled to receive payment prior to any payment being made for 
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reimbursement of burial expenses. If there be no individual to whom 
payment can thus be made, such annuity payments shall escheat to 
the credit of the Railroad Retirement Account. ] 

“(f) (1) Annuities under section 2 (a) which will have become due an 
indi udual but will not have been paid at the time of such individual’ s 
death : shall be payable to the person, if any, who 1s determined by the 
Board to be such individual’s widow or widower and to have been living 
with such individual at the time of such individual’s death and who will 
not have died be fore rece reeng payment of such ann uities. If there be 10 
such widow or widower, such annuities shall be payable to any person or 
persons, equitably entitled thereto, to the extent and in the proportions 
that he or they shall have paid the expenses of burial of such individual, 
ane step the extent that he or they will not have been reimbursed under section 
5 (1) for hav ng paid such EL Penses, lf there be no person or persons 
sO : ntitled, or if the total of such annuities exceeds the amount payable 
under this paragraph to such person or persons, such total, or the remain- 
der thereof, as the case may be, shall be paid to the children, grandchildren, 
narents, or brothers and _ sisters of the deceased individual in the same 
manner as if such unpaid annuities were a lump sum payable under 
section 5 ( f) (oy). 

"(2% ) [Insurance ann uities under section 5 which urill have be come due 
a survivor of an em ployee but will not have been paid at the time of such 
survivor's death shall be payable to the person, if any, who is determined 
by the Beard to be such employee’s widow or widower and to have been 
living with such employee at the time of the employee’ s death and who will 
not have died before receiving payment of such annuities. If there be 
no such widow or widower, such annuities shall be payable to the 
ch ildren. grandchildren, parents, or brothers and sisters of the deceased 
employee in the same manner as if such unpaid annuities were a lump 
sum payable under section 5 (f) (2). 

(3) Annuities under section 2 (e) which will have become due a 
spouse of an individual but which will not have been paid at the time of 
such spouse's death | shall be payable to the individual from whose ém- 
ployment such spouse’s annuity derived and who will not have died 
before receiving payment of such annuities. If there be no such indi- 
mdual, such annuities shall be paid as provided mM the last two sentences 
of paragraph (1) of this subsection as if such annuities were annuities 
due under section 2 (a) to an individual but unpaid at the time of such 
individual’ s death. 

""(4) a ies for acerued and unpaid annuities provided | for in 
paragraphs (1). (2), and (8) of this subsection shall be filed prior to 
the expiration of two years afte? the death of the person to whom such 
annuities were originally due. 

d For the Pur pose S of th is subsection and paragraph Ss (1) and (2) 
of section 5 (f of th is Act. a widow or widower of an individual shall be 
dec med to have ee Livi ing with the indirmdual at the time of the individual’s 
death af the applicable conditions set forth in section 216 (h) (2) or (3) of 
the Social Security Act are fulfilled. 

“(6) If there is no person to whom all or any part of the annuity 
payments deseribed in paragraph (1), (2), or (8) can be made, such 
payime nts or part thereof shall escheat to the credit of the Railroad Retire- 
ment Account. 

x) No annuity shall accrue with respect to the calendar month in 
which an annuitant dies. 
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‘“(h) If an annuity is less than [$2.50] $4, it may, in the discretion 
of the Board, be paid quarterly or in a lump sum equal to its com- 
muted value as determined by the Board. 

“(7) If the amount of any annuity computed under this section, or under 
section 2 or section 5, 1s not a multiple of $0.10, it shall be raised to the next 
higher multiple of $0.10. 


* *K * * K B K 


“ANNUITIES AND LUMP SUMS FOR SURVIVORS 


‘(f) Lump-Sum PaymMent.—(1) [Upon the death, on or after Janu- 
ary 1, 1947, of a completely or partially wee employee who will 
have died leaving no widow, widower, child, or parent who would on 
proper application therefor be entitled to receive an annuity under 
this section for the month in which such death occurred, there shall 
be paid a lump sum of ten times the employee’s basic amount to the 
following person (or if more than one there shall be distributed among 
them) whose relationship to the deceased employee will have been 
determined by the Board, and who will have been living on the date 
of such determination: to the widow or widower of the deceased; 01 
if no such widow or widower be then living, to any child or children of 
the deceased and to any other person or persons who, under the 
intestacy law of the State where the deceased will have been domiciled 
will have been entitled to share as distributees with such children of 
the ao can in such proportions as is provided by such law; or, if no 
widow or widower and no such child and no such other person be then 


? 


living, to the parent or parents of the deceased, in equal shares. A 
person who is entitled to share as distributee with an above-named 
relative of the deceased shall not be precluded from receiving a pay- 
ment under this paragraph by reason of the fact that no such named 
relative will have survived the deceased or of the fact that no such 
named relative of the deceased will have been living con the date of 
such determination. If none of the persons deseribed in this para- 
graph be living on the date of such determination such amount shall 
be paid to any person or persons, equitably entitled thereto, to the 
extent and in the proportions that he or they shall have paid the 
expenses of burial of the deceased.] Upon the death, after the month in 
which this Act is enacted. of a completely or pai tially insured employee 
who will ha i dit d leavii ig no widow. wD idower, chili /. Or pare nt who would 
on proper a ip plication there for be ents itled to receive = annuity under this 
section for the month in which such death occurred. a lun p sum of ten 
time s the employee's basic amount shall be paid to the person, if any, who 
18 determined by the Bo M1) d to by the widow OT uidowe? oOo; thre deceased 
employee and to have been living with such employe at the time of such 
employee ’s death and who will not have died before receiving payment of 
such lump Sum. If there be no such widow or wid lowe ge such lump SUM 
shall be paid fo any person or persons, equitably entitled thereto, to the 
extent and in the proportions that he or they shall have paid the CL PENSES 
of burial of such deceased employee If a lump sum would be pavab le 
to a [widow, widower, child, or parent] widow or widower under this 
paragraph except for the fact that a survivor will have been entitled 
to receive an annuity for the month in which the emplovee will have 
died, but within one year after the employee’s death there will not 
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have accrued to survivors of the employee, by reason of his death 
annuities which, after all deductions pursuant to paragraph (1) of 
subsection (i) will have been made, are equal to such lump sum, [a 
payment to any then surviving widow, widower, children, or parents 
shall nevertheless be made under this paragraph equal to the amount 
by which such lump sum exceeds such annuities so accrued after such 
deductions. ] a payment equal to the amount by which such lump sum 
exceeds such annuities so accrued after such deductions shall then never- 
theless be made under this paragraph to the person (or, if more than one, 
in equal shares to the persons) first nee in the following order of 
preference: the widow, widower, child, or parent of ‘the employee then 
entitled to a survivor annwity under this ‘cede: No payment shall be 
made to any person ae this paragraph, unless application therefor 
shail have been filed, by or on behalf of any such person (whether or 
not legally competent), prior to the expiration of two years after the 
date of death of the deceased e mployee, except that if the deceased 
employee is a person to whom section 2 of the Act of March 7, 1942 
(56 Stat. 143, 144), is applicable such two years shall run from the 
date on — the deceased employee, pursuant to said Act, is de- 
termined to be dead, and for all other purposes of this section such 
employee, so a as it does not appear that he is in fact alive, shall be 
deemed to have died on the date determined pursuant to said Act to be 
the date or presumptive date of death. 

“(2) Whenever it shall appear, with respect to the death of an 
emplovee on or after January 1, 1947, that no benefits, or no further 
benefits, other than benefits payable to a widow, widower, or parent 
upon attaining age sixty at a future date, will be payable under this 
section or, pursuant to subsection (k) of this section, upon attaining 
retirement age (as defined in section 216 (a) of the Social Security 
Act) at a future date, will be payable under title I] of the Social 
Security Act, as amended, there shall be paid to such person or 
persons as the deceased employee may have designated by a writing 
filed with the Board prior to his or her death, or if there be no desig- 
nation, [to the person or persons in the order provided in paragraph 
(1) of this subsection or, in the absence of such person or persons, 
to his or her estate, a lump sum] to the following person (or, if more 
than one, in equal , ae s to the persons ) W hose relationship to the deceased 
employee will have been de termined by the Board and who will not have 
died before receiving payment of the lump sum provided for in this 
paragraph . 

“(7) the uidow or widower of the deceased ¢ mployee who was 
lin ‘ng with such employee at the time of such employee’ s death: or 
‘(ii) if there be no such widow or widower, to any child or children 
of such em ployee ; or 
“(7it) if there be no such widow, widower, or child, to any grand- 
child or grande hildren of such employee ; or 
““(iv) if there be no such widow, widower, child, or grandchild, to 
any parent, or parents of such employee; or 
“(p) af there be no such widow, widower, child, grandchild, o1 
parent, to any brother or sister of such employee; or 
*(v2) if there be no su ch Ww idow, w idower, child ‘ grandchild, pare nt, 
brother, or sister, to the estate of such employee, 
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a lump sum in an amount equal to the sum of 4 per centum of his or 
her compensation paid after December 31, 1936, and prior to January 
LE wee-ena: * ** 


* * * * * * * 


“(h) Maximum AND Minimum Annvurry Torauts.—Whenever ac- 
cording to the provisions of this section as to annuities, pavable for a 
month with respect to the death of an employee, the total of annuities 
is more than $33 and exceeds either (a) $176, or (b) an amount equal 
to two and two-thirds times such emplovee’s basic amount, whichever 
of such amounts is the lesser, such total “ annuities shall, [prior to] 
after any deductions under subsection (i), be reduced to such lesser 
amount or to $33, whichever is abi Whenever such total of 
annuities is less than $15.40 such total shall, prior to any deductions 
under subsection (i), be increased to $15.40. 

“(i) Depuctions From Annuities.—(1) Deductions shall be made 
from any payments under this section to which an individual * * * 
%/>) *x* * x* 


(3) Deductions shall also be made from any payments under this 
section with respect to the death of an employee until such deductions 
total 

“(i) any death benefit, paid with respect to the death of such 
employee, under sections 5 of the Retirement Acts (other than 
a survivor annuity pursuant to an election); and 

ii) any lump sum paid, with respect to the death of such 
employee, under title II of the Social Security Act. [[, or under 
section 203 of the Social Security Act in force prior to the date of 
the Social Security Act Amendments of 1939; 

[‘‘(iii) any lump sum paid to such employee under section 204 
of the Social Security Act in force prior to the date of the enact- 
ment of the Social Security Act Amendments of 1939, provided 
such lump sum will not previously have been deducted from any 
insurance benefit paid under the Social Security Act; and 

[‘‘(iv) an amount equal to 1 per centum of ans wages paid to 
such employee for services performe din 1939, and subsequent to 
his attaining age sixty-five, with respect to which the taxes im- 
posed by section 1400 of the Internal Revenue Code. will not 
have been deducted by his cap ied from his wages or paid by 
such employer, pros ided such amount will not prey iously have 


' 


been deducted from any insurance benefit paid under the Social 


Recuvity Act ™ 


“(k) Provisions FoR CreEbITING RatLroap INDUSTRY SERVICE 
UNDER THE SoOcIAL Securiry Act IN CerrAIN CASEs. iy} = os 


3) The Board and the Federal Security Administrator shall, 
upon request, supply each other with certified reports of records of 
compensation or wages and periods of service, of determinations under 
section 8 (e) of this Act. or section 216 (2) of the Social Security Act, 
of periods of disability within the meaning oO; such section 216 (2), and 
of other records in their possession or which they may secure, pertinent 
to the administration of this section, section 3 (e) of this Act, or title I] 
of the Social Security Act as affected by paragraph (1). Such certified 
reports shall be conclusive in adjudication as to the matters covered 
therein CrCE pt in thee CASE of ad determination of disability under section 
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216 (i) of the Social Security Act): Provided, That if the Board or the 
Federal Security Administrator receives evidence inconsistent with a 
certified report and the application involved is still in course of adjudi- 
cation or otherwise open for such evidence, such recertification of such 
report shall be made as, in the judgment of the Board or the Federal 
Security Administrator, whichever made the original certification, the 
evidence warrants. Such recertification and any subsequent recerti- 
fication shall be treated in the same manner and be subject to the same 
conditions as an original certification. 

“(1) Derinitions.—For the purposes of this section the term ‘em- 
ployee’ includes an individual who will have been an ‘employee’, and 

. The qualifications for ‘widow’, ‘widower’, * * * 

* x * * * Fe * 

“(6) The term ‘wages’ shall mean wages as defined in section 209 
of the Social Security Act [(except that for the purposes of section 
5 (i) (1) (ii) of this Act such wages shall be determined without regard 
to subsection (a) of said section 209)J. In 2 epee the term shall 
include (i) ‘self-employment income’ as defined in section 211 (b) of 
the Social Security Act [(and in determining ‘se oi -0 ialon ment income’ 
the ‘net earnings from self-employment’ shall be determined as pro- 
vided in section 211 (a) of such Act and finde to correspond with 
the provisions of section 203 (e) of such Act) J], and (ii) wages deemed 
to have been paid under section 217 (a) or (e) of the Social Security 
Act on account of military service which is not creditable under sec- 
tion 4of this Act. Wages, as de fined in this paragraph, shall be credited 
for the purpose s of this section in ‘the manner and to the extent credited for 
correspon ling pur poses of title I] of the Social Security (ct. 

“(7) An employe e will have been ‘completely insured’ if it appears 
to the satisfaction of the Board that at the time of his death, whether 
before or after the enactment of this section, he will have completed 
ten vears of service and will have had the qualifications set forth in 
any one of the following paragraphs: 

“(1) acurrent connection with the railroad industry; and a num- 
by er of quarters of coverage, * * * 
ii) a current connection with the railroad industry; and 
[forty or more quarters of coverage] either will have had forty 
or more que wters of coverage or would be fully insured under title ra 

f the Social See urity ict if his service as an em ployee after ae 
io 31, 1936, were included in the term ‘employment’ as defined i 
that Act: or 

ie 111) * * * 

(8) An employee will have been ‘partially insured’ at the time of 
his death, whether before or after the enactment of this section, if it 
or to the satisfaction of the Board that he will have completed 
ten vears of a ice and c will have had (i)J (1) will have had a current 
connection with the railroad industry; and (ii) either will have had 
SIX or more qué he rs of coverage in the period ending with the quarter 
in which he will have died or in which a retirement annuity will have 
begun to aecerue to him and beginning with the third calendar vear 
next preceding the year in which such event occurs, or would be cur- 
rently insured unde y title 7 of the Social Security Act if h 18 Sé rvice as 
an employee after Dece mber 31, 1936, were included in the term ‘employ- 
ment’ as defined in that Aet. 
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An employee’s ‘average monthly remune = shall mean the 
quotient obtained by dividing (A) the sume of (i) the compensation 
paid to him after 1936 and before the [quarter in Pala h he will have 
died] employee's closing date, eliminating any excess Over $300 for 
any calendar month before July 1, 1954, and any excess over $350 for 
any calendar month after June 30, 1954, and (ii) if such compensation 
= any calendar vear before 1955 is less than $3,600 or for any calendar 
vear after 1954 is less than $4,200 and the average monthly remunera- 
Sos computed on compensation alone is less than $350 and the em- 
ployee has earned in such calendar year ‘wages’ as defined in para- 
graph (6) hereof, such wages, in an amount not to exceed the differ- 
ence between the compensation for such year and $3,600 for vears 
before 1955 and $4,200 for years after 1954, by (B) three times the 
number of quarters elapsing after 1936 and before the [quarter in 
which he will have died] employee's closing date: Provided, That for 
the period prior to and including the calendar year in which he will 
have attained the age of twenty-two there shall be included in the 
divisor not more than three times the number of quarters of coverage 
in such period: Provided further, That there shall be excluded from the 
divisor any calendar quarter which is not a quarter of coverage and 
during any part of which a retirement annuity will have been payable 
to him. [[: And provided further, That if the exclusion from the 
divisor of all quarters beginning with the first quarter in which the 
employee was completely insured and had attained the age of sixty-five 
and the exclusion from the dividend of all compensation and wages 
with respect to such quarters would result in a higher average monthly 
remuneration, such quarters, compensation and ie shall be so 
excluded. J An employee's ‘closing date’ shall mean (A ) the first day 
of the first calendar year in which such employee both had attained age 
65 and Was comple tely insured; or (B) the first day of the cale ndar year 
in which such employee died; or (C) the first day Of f the calendar year 
following the year in which such employee died. whichever would produce 
the highest ‘average monthly remuneration’ as defined in the preceding 
sentence. If the amount of the ‘average monthly remuneration’ as 
computed under this paragraph i is notam ulti ) ple of $1, it shall be rounded 
to the next lower multiple of S/. 


k * * kK * * * 


~ PERSONNEL 


“Src. 10. (a) There is hereby established as an independent agency 
in the executive branch of the Government * * * 


‘(fy 1. * > - 


* * ~ “ * v 


The Board shall establish and promulgate rules and regulations 
to provide for the adjustment of all controversial matters arising in 
the administration of such Acts, with power as a Board or through 
any member or designated subordinate thereof, to require and compel 
the attendance of witnesses, administer oaths, take testimony, and 
make all necessary investigations in any matter involving annuities 
or other payments and shall maintain such offices, provide such 
equipment, furnishings, supplies, services, and facilities, and employ 
such individuals and provide for their compensation and expenses as 
may be necessary for the proper discharge of its functions. All 
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positions to which such individuals are appointed, except one adminis- 
trative assistant to each member of the Board, shall be in and under 
the competitive civil service and shall not be removed or excepted 
therefrom. In the employment of such individuals under the civil- 
service laws and rules the Board shall give preference over all others 

to individuals who have had experience in railroad service, if, in the 
judgment of the Board they possess the qualifications necessary for 
the proper discharge of the duties of the positions to which they are 
to be appointed. ‘For purposes of its administration of this Act or the 
Railroad Unemployment Insurance Act, or both, the Board may hereafter 
place, without regard to the numerical limitations contained in section 5065 
of the Classification Act of 1949, as amended, four positions in grade 
GS-16 of the General Schedule established by that Act, four positions in 
grade GS-17 of such Schedule, and one position in grade GS-18 of such 
Schedule. Pe 


* * * * * * * 

“Src. 13. (a) Any officer or agent of an employer, as the word 
‘employer’ is hereinbefore defined, or any employee acting in his own 
behalf, or any individual whether or not of the character hereinbefore 
defined, who shall willfully fail or refuse to make any report or furnish 
any information required, in accordance with the provisions of section 
10 (b) 4, by the Board in the administration of this Act or the Railroad 
Retirement Act of 1935, or who shall knowingly make or cause to be 
made any false or fraudulent statement or re port when a statement 
or report is required to be made for the purpose of such Acts, or who 
shall knowingly make or aid in making any false or fraudule at ‘a ate- 
ment or claim for the purpose of causing an award or payment under 
such Acts, shall be punished by a fine of not more than $10,000 or 
by imprisonment not exce ‘eding one year, or both. 

“(b) All fines and penalties imposed by a court pursuant to this Act 
shall be paid to the court and be remitted from time to time by order of 
the yu dqe to the Treasur y of the United State s to be credited to the Railroad 
Rei irement Account. 


« ok * + * a * 


RAILROAD UNEMPLOYMENT INSURANCE ACT 
* * re ¥ * * * 


Section 1. For the purposes of this Act, except when used in 
amending the provisions of other Acts 

/_ >> > 

(k) Subject to the provisions of section 4 of this Act, (1) a day of 
unemployment, with respect to any employee, means a calendar 
day on which he is able to work and is available for work and with 
respect to which (i) no remuneration is payable or accures to him, 
and (ii) he has, in accordance with such regulations as the Board 
may prescribe, registered at an employment office; and (2) a “day of 
sickness”, with respect to any employee, means a calendar day on 
which because of any phsycial, mental, sear ianinadenl, or nervous 
injury, illness, sic ‘kness, or disease he is not able to work or which 
is included in a maternity period, and with respect to which (i) no 
remuneration is payable or accrues to him, and (ii) in accordance 
with such regulations as the Board may prescribe, a statement of sick- 
ness is filed within such reasonable period, not in excess of ten days, 
as the Board may prescribe: Provided, however, That “subsidiary 
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remuneration’, as hereinafter defined in this subsection, shall not be 
considered remuneration for this purpose of the subsection except with 
respect to an employee whose base-vear compensation, exclusive of 
earnings from the — or occupation m which he earned such 
subsidiary remuneration, is less than $400: Provided, further, That 
remuneration for a seeks day which includes a part of each of 
two consecutive calendar d: avs shall be deemed to have been earned on 
the [second] first of such two days, and any individual who takes work 
for such working day shall not by reason thereof be deemed not avail- 
able for work on the [first] second of such calendar days: Provided, 
further, That any calendar day on which no remuneration is payable to 
or accures to an employee solely because of the application to him of 
mileage or work restrictions agreed upon in schedule agreements 
__— employers and employees or solely because he is standing 
by for or laying over between regularly assigned trips or tours of duty 
shall ek be considered either a day of unemployment or a day of 
sickness. 

lor the purpose of this subsection, the term “subsidiary remunera- 
tion’? means, with respec t to anv employee, remuneration not in excess 
of an average of [one dollar] three doliars a day for the period with 
respect to which such remuneration is pt — or accrues, if the work 


from which the remuneration : fogs rived (1) requires substantially less 
than full time as determined b aia prevailing standards, and 
(il) is susceptible - performance at such times and under such cir- 
cumstances as not to be ine onsistent with the holding of normal full- 


time employment e another occupation. 


(q) The term “fund” means the railroad unemployment insurance 
administration fund, established pursuant to section 11 of this Act 
in the unemployme? tf trast fund. 


DISQUALIFYING CONDITIONS 


Sec. 4. (a-1) There shall not be considered as a day of unemployment 
or as a ds ay of sickness, with re spect to any e mplovee 

*) 

ll) any an in any period with respect to which the Board 
finds that he is receiving or will have received annuity payments 
or pensions under the Railroad Retirement Act of 1935 or the 
Railroad Retirement Act of 1937, or insurance benefits under 
title Il of the Social Security Act, or unemployment, maternity, 
or sickness benefits under an une mplovme nt, maternity, or sick- 
ness compensation law [[of any State of the United States other 
than this Act, or any other social insurance payments under a 
law of any State or of the United St: ates] other than this Act or 
a ny other social-insurance et as under any law: Provided. Ths nt 


if an emplovee receives or is held entitled to receive any such 
payments, other than “unemployment, maternity, or sickness 
payments, with respect to any sole which include days of 


unemployment or isis in a registration period, after benefits 
under this Act for such registration ened will have “ls paid, 
the amount by which such benefits under this Act will have been 
increased by including such days as days of unemplovment Or as 
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days of sickness shall be recoverable by the Board: Provided fur- 
ther, That, if that part of any such payment or payments, other 
than une mployment, maternity, or sickness payments, which is 
apportionable to such days of unemployment or days of sickness is 
less in amount than the benefits under this Act which, but for this 
paragraph, would be payable and not recoverable with respect to 
such days of unemployment or days of sickness, the preceding 
provisions of this paragraph shall not apply but such benefits 
under this Act for such days of une mployment or days of sickness 
shall be diminished or recoverable in the amount of such part of 
such other payment or payments; 


* * * * * Bs 
CONTRIBUTIONS 


Src. 8. (a) Every employer shall pay a contribution, with respect 
to having employees in his service equal othe * * * 

As soon as practicable following the enactment of this Act, the 
Board shall determine and proclaim the balance to the credit of the 
account as of the close of business of September 30, 1947, and on or 
before December 31 of 1948 and of each succeeding year, the Board 

shall determine and proclaim the balance to the credit of the account 
as of the close of business on September 30 of such year; and in 
determining such balance as of September 30 of any year, the balance 
to the credit of the railroad unemployment insurance administration 
fund as of the close of business on ad date shall be deemed to be a part 
oT the balance to the credit of such account. 


* * * * * * * 
RAILROAD UNEMPLOYMENT INSURANCE ADMINISTRATION FUND 


Sec. 11. (a) [There is hereby established in the Treasury of the 
United States a fund to be known as the railroad unemployment 
insurance administration fund. This fund] The Secretary of the 
Treasury shall maintain in the unemployment trust fund established 
pursuant to section YO4 of the Social Security Act an account to be known 
as the railroad unemployment insurance administration geet This 
unemployment insurance administration fund shall consist of (i) such 
part of all contributions collected pursuant to section 8 of this Act 
as equals 0.2 per centum of the total compensation on which such 
contributions are based; (ii) all amounts advanced to the fund by 
the Secretary of the Treasury pursuant to this section; (iii) all amounts 
appropriated by subsection (b) of this section; and (iv) such additional 
amounts as Congress may appropriate for expenses necessary or 
incidental to administering this Act. Such additional amounts are 


hereby authorized to be appropriated. 
5) = 
ce * 


DUTIES AND POWERS OF THE BOARD 


Sec. 12. (a) For the purpose of any investigation or other pro- 
ceeding relative to the determination of any right to benefits, * * * 
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(1) In addition to the powers and duties expressly provided, the 
Board shall have and exercise all the powers and duties * * * 

The Board may employ such persons and provide for their re- 
muneration and expenses, as may be necessary for the proper admin- 
istration of this Act. Such persons shall be employed and _ their 
remuneration prescribed in acc ‘ordance with the civil-service laws and 
the [Classification Act of 1923, except that the Board may fix the 
salary of a Director of Unemployment Insurance at $10,000 per 
annum J Classification Act of 1949, as amended: Prov ided. That all 
positions to which such persons are appointed, * 


* *k x * * * * 


SOCIAL SECURITY ACT 


SEC. 202. (a) 
(t) (1) * 
4) Paragraph (1) shall not apply to any benefit for any month if 

A) not less than forty of the quarters elapsing before such 
month are quarters of coverage for the individual on seat 
wages and self-employment income such benefit is based, 

(B) the individual on whose wages and self -employme nt income 
such be ne fit is based has. before such month , re sided in the United 
States for a period or periods aggregating ten years or more, or 

(C) the individual entitled to such benefit is outside the United 
States while in the active military or naval service of the 
United States, or 

(D) the individual on whose wages and self-employment. in- 
come such benefit is based died, before such month, either (i) while 
on active duty or inactive duty training (as those terms are 
defined in section 210 (m) (2) and (3)) as a member of a uniforme , 
service (as defined in section 210 (n)), or (ii) as the result of : 
disease or injury which the Administrator of Veterans’ Affairs 

determines was incurred or aggravated in line of duty while on 
active duty (as defined in section 210 (m) (2)), or an injury 
which he determines was incurred or aggravated in line of duty 
while on inactive duty training (as defined in section 210 (m) (3)), 
as a member of a uniformed service (as defined in section 210 ( 

if the Administrator determines that such individual was dis- 
charged or released from the period of such active duty or inactive 
duty training under conditions other than dishonorable, and if the 
(Administrator certifies to the Secretary his determinations with 
respect to such individual under this clause [.]J, 

(fr) the individual on whose employment such be nefit iS hased 
had been in service covered by the Railroad Retirement Act which 
DAS treated as employment covered by this Act pursuant to the 
provisions of section 5 (ke) (1) of the Railroad Retirement Act. 


Sec. 904. (a) There is hereby established in the Treasury of the 
United States a trust fund to be known as the “U nemployme nt Trust 
Fund,” hereinafter in this title called the “Fund.” bie Secretary 
of the Treasury is authorized and directed to receive and hold in the 
Fund all moneys deposited therein by a State agency from a State 
unemployment fund, or by the Railroad Retirement Board to the 
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credit of the railroad unemployment insurance account or the railroad 
unemployment insurance administration fund, or otherwise deposited in 
or credited to the Fund or any account therein. Such deposit may 
be made directly with the Secretary of the Treasury or with any 
Federal Reserve bank or member bank of the Federal Reserve System 
designated by him for such purpose. 

" * * * * x * 


) The Fund shall be invested as a single fund, but the Secretary 
of the Treasury shall maintain a separate book account for each State 
agency, the Federal unemployment account, [and the railroad unem- 
ployment insurance account] the railroad unemployment insurance 
account, and the railroad unemployment insurance administration fund 
and shall credit quarterly on March 31, June 30, September 30, and 
December 31, of each year, to each account, on the basis of the average 
daily balance of such account, a proportionate part of the earnings 
of the Fund for the quarter ending on such date. For the purpose of 
this subsection, the average daily balance shall be computed 

(1) in the case of any State account, by reducing (but not 

below zero) the amount in the account by the aggregate of the 
outstanding advances under section 1201 from the Federal unem- 
ployment account, and 

(2) in the case of the Federal unemployment account, (A) by 

adding to the amount in the account the aggregate of the reduc- 
tions under paragraph (1), and (B) by subtrac ‘ting from the sum 
so obtained the aggregate of the outstanding advances from the 
‘Treasury to the account pursuant to section 1202 (ce 

The Secretary of the Treasury is authorized and dvs ‘cted to pay 
out of the Fund to any State agency such amount as it may duly 
requisition, not excee ‘ding the amount standing to the account of such 
State agency at the time of such payment. The Secretary of the 
Treasury is authorized and directed to make such payments out of 
the [Fund as the Railroad Retirement Board may duly certify, not 
exceeding the amount standing to the railroad une mployme nt insur- 
ance account at the time of such payment] railroad unemployment 
insurance account for the payment of benefits, and out of the railroad 
unemployment insurance administration fund for the payment of admin- 
istrative expenses, as thes Railroad tr eae Board may duly certify, 
not exceeding the amoun standing to the credit of such account or such 
fund, as the case may be, at the time of such payment. 


* ** * * * * * 


O 
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AMENDING THE RAILROAD RETIREMENT ACT OF 1937, 
THE RAILROAD RETIREMENT TAX ACT, AND THE 
RAILROAD UNEMPLOYMENT INSURANCE 


Aucust 13 (legislative day, Aucust 12), 1958.—Ordered ‘to be printed 


Mr. Morsx, from the Committee on Labor and Public Welfare, 
submitted the following 


UN RS 
OF MICHIGAN 
REPORT email <ssiea 
“ J ISO 
Together With Minority and Individual Views 
MAIN 
[To accompany S. 1313] READING ROOM 


The Committee on Labor and Public Welfare, to whom was re- 
ferred the bill (S. 1313) to amend the Railroad Retirement Act of 1937, 
the Railroad Retirement Tax Act, and the Railroad Unemployment 
Insurance Act, so as to provide increases in benefits, and for other pur- 
poses, having considered the same, report favorably thereon with an 
amendment and recommend that the bill do pass. 

The amendment strikes out all of the text of the bill as introduced 
and inserts in lieu thereof a substitute which appears in the reported 
bill in italic type. 

Purposk oF THE Bini 


The purpose of the bill is, generally, to strengthen and place on a 
sound self-supporting basis the railroad retirement and unemploy- 
ment insurance systems (1) by eliminating the present long-range 
actuarial deficit in the railroad retirement system, (2) by providing 
much-needed increases in benefits under both systems, (3) by changing 
the form of some benefits to eliminate certain inequitable features of 
each system, (4) by extending the periods during which unemploy 
ment benefits are paid under the unemployment insurance system, and 
(5) by providing for the financing of these increases, changes, and 
extensions. The bill would carry through to completion earlier pro- 
posals for increased benefits and their financing which were only 
partially fulfilled in the enactment of legislation in 1956 for a general 
increase in railroad retirement benefits of some 10 percent, but without 
provision for financing the added costs, on the understanding that 
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further action would be taken later by the Congress. While the bill 
would, in financing the increases in railroad retirement benefits and 
the present actuarial deficiency in the railroad retirement system 
through increases in employment taxes and enlargement of the tax 
base, defer for a year, because of present economic conditions, these 
necessary tax increases, the bill explicitly provides for the delayed 
tax increases to go into effect at the end of the 1-year period without 
further legislative action. The committee would, of course, oppose 
any attempt to postpone further the time as of which the tax increases, 
so necessary for the sound financing of the system, become effective. 
The bill was reported by an 8 to 5 vote of the committee. 


Brier History or THE RarLRoAD RETIREMENT SYSTEM AND REASONS 
FOR ITS SEPARATION AND DIFFERENCE FROM THE SOCIAL SEcU- 
RITY SYSTEM 


The railroad retirement system has always been a complete system 
separate from the social security system although coordinated with 
that system in certain respects, primarily in connection with payment 
of survivor benefits, and the financial interchange provision whereby 
the account out of which social security benefits are paid is to be 
placed in the same position it would be in if railroad employment 
were not excluded from coverage by the social security system. The 
railroad retirement system developed from, and as a substitute for, 
the previously existing private pension systems on the various rail- 
roads, for retirements for age and disability, which in the depression 
years 1929 and later, because of their establishment, generally, on 
the pay-as-you-go basis, could not stand the strain of the economic 
depression and began to fail to meet expectations and commitments. 
The national railway labor organizations, after considering many pro- 
posals, worked out a system for a unified retirement svstem for the 
railroad industry to be under neutral Government management and 
soundly financed, and to be paid for altogether by the industry itself 
with the employees bearing a share. Their efforts resulted in the 
Railroad Retirement Act of 1934, which was declared unconstitutional 
by the Supreme Court in Alton v. Railroad Retirement Board (295 
U.S. 330), because enacted simply as a regulation of interstate com- 
merce. 

In the meantime, in view of the constitutional attack, other legisla- 
tion for a railroad retirement system, based on a different constitu- 
tional theory (the right of Congress to provide for the general welfare) 
was worked out and enacted, first, as the Railroad Retirement Act of 
1935, on August 29, 1935, and again on June 24, 1937, in somewhat 
revised form. At the same time, other people interested in establish- 
ing a general social security (retirement) system for other industry 
proposed legislation to that effect on the same theory of constitutional 
power in the Congress to provide for the general welfare, which pro- 
posal was enacted on August 14, 1935, as the Social Security Act. 


Since, however, the social security system contemplated (and pro- 
vided) benefits on a much smaller scale than those to be provided by 
the independent railroad system and would not go into effect, insofar 
as benefits were concerned, until 1942 (although the taxes needed to 
support the system would begin in 1937), and otherwise would not 
meet the needs of railroad workers for retirement annuities of sub- 
stantial amounts, the social security system was wholly unacceptable 
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to those interested in establishing a federally operated railroad system 
as a substitute for the currently existing private pension systems of the 
railroads, 

THe PrincipaL Features or THE BILL 


AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


The bill would provide directly, either by changes in the formula for 
computing benefits or by a straight percentage increase, a 10-percent 
increase in all retirement and survivor monthly and insurance lump- 
sum benefits, including the monthly benefits being paid under the 
regular minimum formula, as well as under the social-security mini- 
mum formula which requires that the payment to a worker and his 
family of the benefits, or the additional benefits, under the Railroad 
Retirement Act be in the amount that would be payable under the 
social-security system if railroad employment were covered by that 
system. A further increase in benefits would be provided by raising 
the maximum compensation, used in computing benefits, on the basis 
of compensation for services rendered, from $350 to $400 a month, 
effective, for benefit purposes, with respect to compensation paid for 
services rendered after December 31, 1958. For tax purposes (the 
increase in tax rates from 6% percent to 7% percent), the change in 
monthly compensation from $350 to $400 would be effective with 
respect to compensation paid for services rendered after December 31, 
1959, 

The need for these increases is obvious in the light of the fact that 
living costs are at their highest in history and the average retirement 
benefit of the worker, even with the increase of 10 percent effected by 
the 1956 amendments, is now about $115 a month, with age annuities 
coming to about $118, and disability annuities about $105. And, of 
course, & survivor’s annuity is much less. 

Another feature of the bill would permit women with less than 30 
years of service to receive a retirement annuity, or those eligible for a 
wife’s annuity to receive it, as early as at age 62 but it would be eae 
by one one-hundred-and-eightieth for each month the annuitant i 
under 65 when her annuity begins. This provision would Coase 
generally the railroad retirement system in these respects to the social- 
security system as it was recently amended, although, of course, 
women with 30 years of service would continue to be eligible under the 

railroad system for unreduced retirement annuities at age 60. The 
husband of a railroad employee, also, could receive the spouse’s annu- 
ity before age 65 under the same conditions as the wife of an employee. 

The bill would, also, correct an inequity now in effect as regards 
disability annuitants who now lose their annuity for any month in 
which they have more than $100 in earnings, even though they worked 
— casually or intermittently. The bill would permit them to 

‘arn as much as $1,200 in a year without loss of benefit. Even if 
the disabled man’s earnings came to more than $1,200 in the year 
he could be paid this benefit, under the bill, for each month in which 
he earned no more than $100 and he could lose no more than 1 
month’s annuity for each $100 earned in excess of $1,200 in the year, 
treating as $100 the last $50 or more of such excess. 

The bill would provide further for the payment of the insurance 
lump sum, even in cases where a survivor’s annuity is also et 
(but at the same time retricting the maximum payable in any case 
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to $750). Also, the bill would provide for taking account in comput- 
ing the residual benefit of the increase in the credit base from $350 
to $400 a month, and the subsequent increase in retirement taxes 
which the bill would provide in amending the Railroad Retirement 
Tax Act. 

Still another provision of the bill would modify the work limitation 

on survivor beneficiaries who live outside the United States, and who 
are in this respect, as compared to beneficiaries living in the United 
States, discriminated against under present law. As now provided, 
these ae hi beneficiaries living outside the United States lose their 
monthly benefit for each month in which they work more than 6 days 
in remunerative employment, regardless of how small the earnings, 
whereas beneficiaries living in the United States may earn up to 
$1,200 in a year without loss in benefits and they lose a month’s 
benefit only for months in which $80 a month is earned in work for 
hire or the beneficiary engages substantially in self-employment, with 
the number of months of forfeited benefits limited to 1 for each $80 
in excess of $1,200 a year. ‘This difference in treatment is especially 
discriminatory against survivors of railroad men living in Canada since 
living and wor king conditions there are so similar to those in the United 
States, and in all other respects these men and their survivors are 
reated, for retirement benefit purposes, as if United States citizens 
and residents. The bill purposes to remove the discrimination by 
applying to all survivor beneficiaries, wherever they live, the work 
limitations applicable to those living in the United States. 


AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 


Of course, to provide the added revenues needed to pay for the 
increased benefits under the railroad retirement system that the bill 
would allow, and, just as importantly, to eliminate the present actuarial 
deficiency it is necessary, if the system is to be maintained on a sound, 
self- -supporting basis, to obtain additional tax revenue from the workers 
covered by the system and their employers. 

The bill proposes, therefore, to provide, with respect to compensa- 
tion paid after December 31, 1959, for services rendered after such 
date, an increase from 6% percent to 7% percent in the rate of employ- 
ment, tax imposed on both the employee s and the employer to pay for 
the railroad retirement system and to increase the tax base for this 
purpose from up to $350 a month of an employee’s earnings up to $400 
a month. Thus, the present tax rates of 64% percent on each side on 
compensation up to $350 a month would continue in effect with respect 
to compensation paid for services rendered before January 1, 1960, 
even though, for benefit purposes, the compensation base up to $400 
a month would be recognized with respect to compensation paid for 
services rendered after December 1958. In addition to these changes 
in the rate, deferred for 1 year because of the current economic reces- 
sion, further increases in the rate would be provided, equal to the 
scheduled step rate increases in the social-security system’s tax rate 
after 1964, which would go into effect only on the condition and to 
the extent that the scheduled social-security rate increases actually go 
into effect. These rate increases for the railroad retirement system, 
which, as indicated, would be conditional only, are provided for 
because of the financial interchange between the social-security sys- 
tem and the railroad retirement system under which the railroad 
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system is charged with the taxes that would be paid by railroad 
employees and their employers (and is credited with the amount 
of benefits that would be paid to railroad employees) if railroad 
employment were covered by the social-security system. The tax 
on employee representatives, who are charged with the equivalent 
of both the employee and employ er tax, would be raised, similarly, in 
rate from 12% percent to 15 percent beginning on January 1, 1960, 
with an increase in the base from $350 a month to $400, and further, 
but only on a contingent basis, beginning in 1965, as provided with 
respect to taxes on employers and employees. 


AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


In keeping with the inflated living costs and to provide more ade- 
quately for unemployment resulting from loss of work and from sick- 
ness the bill would provide a new schedule of daily rates for unem- 
ployment and sickness benefits, ranging from $0.50 to $1.70 higher 
than present rates; and would increase the alternative benefit rate 
rate from the present 50 percent of the employee’s daily rate of pay 
in his last railroad service in the base year to 60 percent of such rate 
of pay. The maximum benefit rate would be raised from $8.50 to 
$10.20. Because of the urgent need, these increases would be effec- 
tive immediately, that is, they would be effective with respect to the 
benefit vears beginning on July 1, of this year. 

The bill would further provide for increa ising, effective with respect 
to compensation paid after June 30, 1958, for services rendered after 
such date, from $350 to $400 a month the maximum amount of an 
employee’s earnings for which credit would be given in determining 
the benefit rate; and, in view of the higher rates of pay generally 
effective in the railroad industry, would raise from $400 to $500 the 
minimum amount of earnings in a base year which would qualify a 
worker for benefits in the next succeeding benefit year. 

A very important provision of the bill is for an extension of benefit 
years or periods during which unemployment benefits may be paid. 
It is intended to help take care of the widespread une mployment in 
the railroad industry resulting not only from the current recession, 
but the substantially inercased productivity and efficiency of the rail- 
roads and the men working for them, This increased productivity 
and efficiency has more than just a temporary effect. In many 
instances it results in a permanent displacement of long-time railroad 
workers whose experience and skills are wholly within the railroad 
industry and who, though willing and anxious to work, cannot obtain 
employment elsewhere. Thus, the provision would allow employees 
with 10 or more years of railroad se rvice, who have exhausted their 
rights to une mployment in the ordinary benefit year, to have the 
Se mefit vear extended in accordance with a schedule based on length 
of service. In accordance with the proposed schedule the unem- 
ployed man with 10 years of service but less than 15, could have his 
benefit year extended for 13 more 14-day pe riods, and the man with 
15 or more vears of service, could get an extension of 26 more such 
periods.. 

The provision for extended periods of unemployment would apply 
to extend the benefit year for sickness benefit purposes on the same 
basis that the benefit year would be extended for unemployment 
purposes, that is, it would do so for the unemployed man who had 
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exhausted his unemployment rights in a normal benefit vear and to 
the extent indicated in the schedule. However, the number of days 
of sickness for which benefits would be paid in the extended benefit 
year would be restricted to the present maximum of 130 applicable 
to normal benefit vears. 

The bill would, also, extend from 7 to 10 the maximum number of 
days in the first registration period in a benefit year for which unem- 
ployment (but not sickness) benefits would be paid. This provision 
would not increase the number of days for which benefits would be 
paid in a benefit year, but would merely result in the treatment of the 
first registration period in a benefit year just as later periods are 
treated. The bill would thus eliminate the inequity of requiring 
more days of unemployment in the first registration period in a benefit 
year than in later registration periods in order for benefits to be paid. 

The bill would also climinate the provision and the resulting 
anal which prevents Sundays and holidays, not immediately 
proceded and followed by a day of unemployment, from being re- 
carded as days of unemployment. 

To pay for the increased unemployment benefits provided in the bill, 
the schedule of contribution rates charged against employers would be 
changed, and the earnings base for contributions would be raised from 
a maximum of $350 a month to $400 a month. The contribution rate, 
under the bill, would be 2 2 percent of compensation pi aid to e mployees 
(not in excess of $400 a month) when the amount in the railroad 
unemployment insurance account as of Septembe r 50 im any year 
should be $450 million or more and such rate would be increased by 
steps to 4 percent when such amounts, as of such date, should be less 
than $300 million. This increase in contribution rate would go into 
effect with respect to compensation paid for services rendered in 
calendar months after December 31, 1958. 


DETAILED STATEMENT OF IMMEDIATE EFFECT ON BENEFICIARIES OF 
AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Employee annuities 


An estimated 355,000 employee annuities are expected to be in 
course of payment on January 1, 1959. All would be inereased by 


the full 10 percent. 

For an employee retiring on January 1, 1959, the maximum annuity 
that could be paid would rise from about $186 to $204. Subsequently 
the maximum would rise slowly up to the end of 1966 after the new 
$400 ceiling on taxable earnings goes into effect. Thereafter, the 
maximum will rise more rapidly, since more than 30 years of service 
will become creditable toward annuities. 

An estimated 42,500 retirement annuity awards, averaging about 
$136, would be made in calendar vear 1959. This includes some 500 
awards to women employees aged 62-64 who would elect to accept a 
reduced annuity. 


Spouse annuities 


The estimated 128,000 spouses on the rolls on January 1, 1959, 
would have their annuities increased by 10 percent. The average 
spouse annuity in current-pavment status on January 1, 1959, would 
be increased to about $53. The estimated 21,000 unreduced spouse 
annuities to be awarded in calendar vear 1959 would average $52 
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The new maximum spouse annuity of $59.80, coupled with the maxi- 
mum retirement annuity available on January 1, 1959, will make 
possible a combined maximum benefit of $264 to a retired employee 
and his eligible wife. 

- There are an estimated 36,000 spouses aged 62-64 who could avail 
themselves of the opportunity of receiving reduced spouse annuities. 
In the absence of specific experience, and for the purposes of this 
report, it has arbitrarily been assumed that about three-fourths of 
them, or 27,000, would choose to accept such reduced benefits. The 
reduced benefits would average about $47. 


TABLE 1.—Estimated number of monthly benefits in current-payment status on Jan. 
1, 1959, and estimated average monthly amount before and after increases under 
S. 1813, by type of benefit 


Benefits in current-payment status 


Number | Average monthly 
} amount 


['vpe of benefit roe x we | 
Benefit computed =| 


under | 
RT es | Present |Proposed 
Total | | law bill 
| Railroad | Social | | 
| formula | security | 
formula | 
Total $725, 200 $534,200 | $191, 000 
Retirement 
Employee annuities. . 355, 000 | 333, 000 22,000 | $115.50 | $127.10 
Pensions 1,400 | 1, 400 82. 30 90. 60 
Spouse annuities 128, 000 | 121, 500 6, 500 | 48.00 | 52. 80 
Monthly survivor | | 
Aged widows’ annuities 182, 000 | 72, 000 110, 000 | 54. 30 | 59. 80 
Widowed mothers’ annuities. _. ; 11, 400 | 400 11, 000 | 70. 50 | 77.60 
Children’s annuities 43, 000 | 2, 500 40, 500 | 45.70 | 50. 30 
Parents’ annuitic | 1,100 | 100 | 1,000} 54.10 | 59. 60 
Survivor (option) annuities___- 3, 300 3, 300 | 50. 60 | 55. 70 


TABLE 2.—-Estimated number of awards in calendar year 1959, and average benefit 
under present law and under S. 1313, by type of benefit 


Awards under 


I'ype of benefit Present law Proposed bill 
Number A verage Number Average 
amount | } amount 


Retirement 


Employee annuities ee re ee _ 41,000 $124. 50 42, 000 $137.00 
Reduced age annuities to women i sictniiemalliaia can ‘ ; 1500 | 80. 00 
Reduced spouse annuities 1 27, 000 47.00 
Unreduced spouse annuities soa 21, 000 47.00 15, 000 51.70 
Monthly survivor: 
Aged widows’ annuities : | 20, 000 64.00 | 20, 000 70. 40 
Widowed mothers’ annuities ee isbee 2, 200 82. 50 2, 200 90. 80 
Children’s annuities ‘ , 5, 500 53. 00 5, 500 58. 30 
Parents’ annuities ; Gaides a 100 66. 50 100 73. 20 
Survivor (option) annuities Z ce 9 60 58. 00 60 63. 80 
Lump-sum payments | 
Insurance benefits socal ule Wuldibtletecciit Pcatletatah 16, 000 520. 00 34, 000 | 580. 00 
Residual payments 7 6, 000 1, 600. 00 | 5, 800 1, 520. 00 


Phere will be an estimated 36,000 spouses of retired employees, and 1,000 women employees with less 
than 30 years of service, aged 62-64, eligible to elect reduced annuities. It is assumed that %4 of the spouses 
1 14 of the women employees would make such elections. 


ur ( 
ind 3% 
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Pensions 


The estimated 1,400 pensioners on the rolls on January 1, 1959, 
would receive 10-percent increases, bringing their average benefit to 
about $91, compared with the average of $82 under the present law, 


Survivor annuities 


Of the estimated 241,000 beneficiaries on the rolls January 1, 1959, 
all will receive an increase of 10 percent. The maximum basic 
amount possible on January 1, 1959, under the new formula would 
be $79, while the maximum family benefits would be $193.60 and 
$220, under the railroad and social security guaranty formulas, 
respectively. 

An estimated 34,000 insurance lump-sum benefits would be paid 
in the calendar year 1959 slightly more than twice as many as would 
be expected under the present law. The average lump sum would 
be $580. The maximum of $750 under the proposal would have a 
negligible effect at the present time. 

Disability work clause 

The immediate effect of the change in the disability work clause is 
comparatively small. About 1,000 annuities are withheld each 
month under the present provision. The effect of this change would 
be to reduce this average by less than 100. 

Total be nefit payme nts 

Total benefit payments under the provisions of the bill in calendar 
year 1959 are estimated at about $870 million, or $100 million more 
than would otherwise be payable under the present law. Of the 
additional $100 million, $77 million is attributable to the 10-percent 
increase in monthly benefits and the remaining $23 million to the 
new benefits for women employees and spouses aged 62-64 and to 
the increase in insurance lump-sum payments. 

Tabular summary 

The two attached tables illustrate the effect of the proposed amend- 
ments. Table 1 shows the effect on benefits in course of payments 
on January 1, 1959, and table 2 covers benefit awards in calendar 
year 1959. 


IMMEDIATE EFFECT OF AMENDMENTS TO THE RAILROAD RETIREMENT 
TAX ACT 


The bill proposes so amend the Railroad Retirement Tax Act, 
effective January 1, 1960, by raising the monthly limit on taxable 
eparnings from $350 to $400 and increasing the combined employee- 
employer tax rate from 12.5 to 15 percent. For purposes of benefit 
calculation, the increase from $350 to $400 in the monthly limit on 
acatile compensation is effective January 1, 1959. 

Assuming that the railroad industry will be recovering from the 
low level of activity experienced in early 1958 with consequent 
gradual increase in employment and taking into consideration the 
increases contained in existing wage agreements, the effect of the 
proposed legislation on railroad retirement taxes in calendar year 
1960 would be as follows: 





AMENDING THE RAILROAD RETIREMENT ACT OF 1937 9 


{In millions] 


Item | Present | Proposed 
| law | law 
—E = —_ _ —EEEE ae ee — — ntiipiemiminal —— SS 
Calendar year 1960: | 

L, ee ORMOOR «5. « os csdennerensonaieebaes sereciteiark AGicwnieuey $4, 700 $5, 200 
2. Taxes at 12.5 percent db Asks ASE beet ase 588 650 

3. Taxes at 15 percent....... i sclintcththedin iinsin tte tnichinie se eaaineniiaetiioaateale pceventesnmanieang sl 7 
4. Total Badibional Taxes Under GUA CRA goon nds nec ecsmadaceccccccecelsueseasneea. | 192 
Ga) adamb BOTRIY BO TOE CO ON iia ccntiiddnscencedadeccuddddeccasha | ccadebiaces 62 
(b) Due to higher tax rate on old base , aa te a a a ak a a 118 
(c) Due to higher tax rate on addition to old base......-...---------.|------------ 12 





ACTUARIAL EFFECTS OF AMENDMENTS TO THE RAILROAD RETIREMENT 
ACT AND THE RAILROAD RETIREMENT TAX ACT 


It"is estimated that the proposed amendments pertaining to the re- 
tirement and survivor programs would increase the cost of benefits 
by about $157 million a year on a level basis. It is further estimated 
that the additional immediate and deferred taxes would bring in an 
extra $317 million a year. Of this amount, $63 million a year would 
be due to taxing compensation between $350 and $400 a month at the 
rate of 12% percent; $134 million a year would be due to the additional 
2.5 percentage points of tax on the total estimated payroll of $5.6 
billion a year; and the remaining $120 million a year would be the 
equivalent of the deferred additional tax after 1964 contingent upon 
the then existing social security tax rates. 

Considering both additional outgo and additional income, the 
estimates indicate that the added revenues would exceed the added 
disbursements by about $160 million a year which is equivalent to 
2.86 percent of a $5.6 billion payroll. Since the actuarial deficiency 
for the present law, calculated as of June 30, 1958, is estimated at 
3.10 percent of that payroll, the enactment of the amendments would 
leave the railroad retirement system with an actuarial deficiency of 
0.24 percent of payroll (3.10 minus 2.86) or $14 million a year. The 
derivation of the above actuarial deficiency figure is shown in attached 
table A—1 together with a breakdown of the major cost figures for the 
proposed program by source of cost or savings as the case may be. 

An analysis of the cost effects of the proposed amendments con- 
sidered by themselves is presented in attached table A-2. As pre- 
viously indicated, the gson level additional disbursements are esti- 


mated at $157 million a year, or 2.81 percent of payroll. 
The distribution of the wide costs over the years would depend 
upon the nature of the amendment. Thus, the disbursements due 


to the increase in the limit on creditable compensation would be felt 
to only a very minor extent during the first several years following 
enactment of this provision. However, the additional income on the 
extra creditable compensation would begin to accrue in full almost 
immediately. On the other hand, the lowe ring of the retirement age 
for women on an elective basis would result in considerable additional 
disbursements in the immediate future, but these would later be 
largely offset by reductions in benefits payable after age 65. 

Krom an actuarial point of view, only the additional net costs of 
the change in the retirement age for women had to be considered. It 
is estimated that the net additional cost would come to some 0.03 
percent of payroll or, in round figures, $2 million a year. This 


S. Rept. 2365, 85-22 
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figure is but a small fraction of the possible additional disbursements 
in the first year due to this amendment. 

For the proposed liberalization in the work clause for disability 
annuities, this estimate allows an additional cost of 0.02 percent of 
payroll, or about $1 million a year. The smallness of the allowance is 
in conformity with the total wor as clause savings which is estimated 
at about 0.05 percent of payroll or less than $3 “million a year. The 
present estimate assumes that the liberalization in the disability 
work clause would take slightly less than one-half of tne savings which 
would exist under the provisions of the present law. 

The cost figures here presented are based on most recent actuarial 
estimates for the railroad retirement program as amended in 1956. 
According to these estimates, the net level cost was 15.75 percent of 
payroll as of December 31, 1956, and 15.90 percent of payroll as of 
June 30, 1958. The payroll assumptions were $5.1 billion a year for 
a $350 limit on monthly compensation and $5.6 billion for a $400 limit. 

As shown in table A-1, the gross costs of the amended benefit 
program would come to 20.61 percent of payroll of $1,154 million a 
year on a level basis. Interest on the funds on hand would reduce 
the gross costs by 2.10 percent of payroll of $118 million a year and 
the estimated gains from the financial interchange with the social- 
security oe : for fiscal years after 1957-58 would reduce such costs 
by another 1.22 percent of payroll or $68 million a year. Thus, the 
net level tee come to 17.29 percent of payroll or $968 million a year. 
Since the estimated income from payroll taxes is only 17.05 percent 
or $954 million a year, the amended railroad retirement program would 
be left with an actuarial deficiency amounting to 0.24 percent of payroll 
or $14 million a year on a level basis. 

The bill provides for payroll taxes consisting of two parts: (1) A 
15-percent tax which will become effective January 1, 1960, and (2) 
the difference between actual social-security rates and 5.5 percent 
with the proviso that these additional taxes will first become effective 
in 1965. As related to the tax schedule for OASDI specified in the 
1956 amendment, the deferred additional taxes would be 1 percentage 
point in 1965, another 1 in 1970 and still another 1 percentage point 
in 1975. In case the social-security laws are amended as in H. R. 
13549 now pending before the Congress, the deferred additional 
railroad retirement taxes would be increased, and the dates of the 
increases following 1964 would be changed, but the additional revenues 
would be needed to offset the additional benefit costs and the reduc- 
tion in the gains from the financial interchange resulting from the 
enactment of that bill. It is estimated that the actuarial status of 
the railroad retirement fund under S. 1313 would not be significantly 
affected by the passage of H. R. 13549. The component cost figures 
would be materially changed but the actuarial deficiency would in all 
likelihood neither increase nor decrease significantly. 
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Tasie A-1.—Actuarial cost estimate for the railroad retirement program under 
S. 1313, as revised 


{Cost figures as of June 30, 1958] 


| Percent of | Amount 





Cost item | payroll! | per yeai 
| | (millions) 
| 
on as | “_ 
A. Gress costs_..- , ‘ 20. 61 | $1, 154 
Employee retirement benefits 14. 16 793 
Spouses’ annuities | 69 
Aged widows’ annuities 210 
Other monthly survivor benefits | 2 
Insurance lump sums 2 
Residual payments. 22 
Administrative expenses 8 
B. Deductions from gross costs 3. 32 186 
= _ aa - - 
Funds on hand (on an accrual basis) | 2.10 * 118 
Financial interchange 3 1.22 68 
C. Net cost (A—B). 17. 29 968 
DD. Future tax incom | 17.05 | 954 
Independent of social-security rates 14. 90 834 
Dependent on future social-security rates 2.15 | 120 
EK Actuarial deficiency . 24 14 


to a level annual payroll of $5.6 billion a year for a $400 limit on monthly compensation. 
y interest on amount equal to funds on hand. 
Exclusive of cash transfers to the railroad retirement account with respect to period ending June 30, 1958 
These amounts ($124 million already received and an estimated $200 million accrued to be received in 1959) 
ve been accounted for by the figures for funds on hand 





PABLI A—2 Analysis of level cost figure for S. 1318, as revised 
Cost figure f Jur 58 
Percent of Amount 
Cost item | payroll! per year 


(millions 





1 Additional cost . . 2. 81 $157 
Benefits due to increase in limit on taxable compensation ‘ ; 76 42 
Increasing benefits by 10 percent ‘ 1. 80 101 
Allowing lump sums in cases where there are survivors eligible for 

immediate monthly benefits eae 16 4 
Liberalization of disability work claus« 02 i 
Earlier elective benefits to women with reduction 03 2 
Change in residual payment formula adjusted for savings because of 

increase in other benefit . 04 2 

B. Additional revenue > * e 5. 67 417 

xes On compensation between $350 and $400 a month at the rate of 

12.5 percent ‘ : 1.12 63 
ncreasing t ! on increased payrolls from 12.5 to 14 percent = 2. 40 134 

eferred additional tax dependent upon future social security rates 2.15 120 

flect of amendments on actuarial statu 
Actuarial deficiency for 1956 act ‘ 3. 10 174 
Exeess of additional revenues over additional costs due to proposed 

amendment 2. 86 160 

Remaining actuarial deficiency . we . 24 14 


! See footnote 1 to 
Equivalent to 


table A-1, 
3.40 percent of a $5.1 billion payroll for a $350 limit on monthly compensation 
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DETAILED STATEMENT OF IMMEDIATE EFFECT ON BENEFICIARIES OF 
AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


The immediate effect of the proposals to amend the Railroad Un- 
employment Insurance Act may be most conveniently illustrated by 
reference to actual experience of the Board in the benefit year 1955-56, 
although as explained below, these effects will very likely be smaller 
than would be expected in the current or future years. Each of the 
proposals is discussed in turn. 

Except for several thousand beneficiaries with earnings under 
$500 who would no longer be — if the bill had been in effect 
prior to the 1955-56 benefit year, the benefits of all beneficiaries would 
have been increased substanti: lly. Also, many employees who would 
not have been paid benefits at all under the present law would have 
been eligible, mainly for relatively small amounts. 

Increase in qualifying earnings requirement 

In 1955-56, 5,400 (4 percent) of the unemployment beneficiaries 
and 1,000 (less than 1 percent) of the sickness beneficiaries had base- 
year earnings under $500 and so would not have been qualified. 
However, some of the unemployment beneficiaries had been on the 
unemployment. benefit “yg in the preceding benefit year and would 
therefore have qualified for the proposed extended benefit periods 
which would have made it possible for them to receive payments in 
1955-56. 

Be nefit rates 

The 1955-56 beneficiaries with base-year earnings of $500 or more 
would, it is estimated, have been paid at an average rate of $8.33 per 
compensable day for unemployment and $9.34 per compe Si day 
for sickness. For each type of benefit the average benefit rate is 
about one-fifth larger than under the present law. The increase in 
benefit rates for those with rates determined under the proviso, with 
respect to the daily rate of pay, would obviously be this much gen- 
erally, since 60 percent is one-fifth larger than 50 percent. Increases 
under the schedule in the bill, as shown in the table on the following 
page, would range from 8 to 21 percent, depending on the compensa- 
tion range. However, the effect of inc re asing the limit on creditable 
arnings would be to shift many be neficiaries to a higher compensa- 
tion group, with a consequent higher benefit rate. Thus for some 
beneficiaries, particularly in the higher compensation brackets, the 
effect would be an increase of substantially more than 20 percent; the 
average increase for those paid under schedule rates would, however, 
be’about one-fifth also. 

It is possible under the present law for a beneficiary who was fully 
employed in the base year to qualify for a benefit rate approaching 60 
percent of his rate of pay. Similarly, under the bill it would be pos- 
sible for some beueficiaries to be paid at benefit rates near 70 percent 
of the daily rate of pay. For example, an employee paid at a rate of 
$14 a day, if employed 5 days a week without overtime for 50 weeks, 
would earn $3,500. This would qualify him for a benefit rate of 
$9.50 under the schedule in the bill, or 68 perce “t of his daily rate of 
pay. With respect to maternity benefits, even h gher percentages of 


’ 


the daily rate of pay would be payable because of | he nature of the 
maternity benefit formula. 
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Comparison of benefit rates in schedule under RUIA with proposed schedule 








Daily benefit rate | 
oS a ee 
Range of base-year compensation |  inerease 
Present Proposed 
RUIA schedule i aha 
ae ae eee ae _— - ‘ iieicnilapeansantanl aigtesittaiectasivsiaasel ieasiiiteeaiiamaiias 
$400 to $499__- Sa ken hiia $3. 50 |__.-- Bik Desteasreiiey . 
$500 to $699_ _ - é waar aoe 4.00 $4. 50 12.5 
$700 to $749-.- : : : shan | 4. 00 5. 00 20.0 
OTRO CO MUUES occinénewenncinns ina na 4. 50 5. 00 11,1 
$1,000 to $1,299 . yt ates 5. 00 5. 50 10.0 
$1,300 to $1,599__._- a ededteniiekiila nscale Reediebiantaee taal 5. 50 6. 00 | 9.1 
$1,600 to $1,899 t Ree eatte ata imal 6. 00 6. 50 8.3 
$1,900 to $1,999 tis a i: 6. 00 7. 00 16.7 
$2,000 to $2,199 Satndcicks ; 6. 50 7.00 Ton 
$2,200 to $2,499 ; : acl 6. 50 7. 50 | 15. 4 
$2,500 to $2,799 < 7.00 8.00 | 14.3 
$2,800 to $2,999 oe 7.00 8. 50 | 21,4 
$3,000 to $3,099 7. 50 | 8. 50 | 13.3 
$3,100 to $3,499 7. 50 9. 00 20. 0 
$3,500 to $3,999 - 8.00 | 9. 50 18.8 
SRR ONOE. «<...ncacicnens<oundamuakoweetmendae 8. 50 10, 20 20. 0 











Nortre.—Since the compensation ranges of the 2 schedules differ, it was necessary for this comparison to 
divide some rate groups into 2 parts. 


Extended be nefit pe riods 


It is estimated that, for 1955-56, extended benefit periods and early 
beginning dates of benefit vears would have provided additional 
benefits to 7,500 railroad employees averaging about $750 each, in 
extended periods averaging about 8 months’ duration. Furthermore, 
about 2,000 of the 7.500 would have received additional sickness 
benefits averaging nearly $400 each. Payment of additional sickness 
benefits would occur because providing extended benefit periods or 
beginning benefit vears early lengthens the benefit year and so pro- 
vides increased opportunity for payment of sickness benefits for the 
year up to the maximum specified in the law. 

The extended benefit period provision of the bill would become 
effective for exhaustions after December 31, 1957. This means that, 
if enacted, retroactive payment will be made to thousands of bene- 
ficiaries receiving maximum benefits in the 1957—58 benefit year. In 
January—June 1958, there were 63,600 exhaustions of unemployment 
benefits. There are about 30,000 of these beneficiaries who will be 
eligible for retroactive payment for benefits in extended benefit periods. 
Eliminating waiting period for unemployment and the Sunday and 

holiday disqualifications 

These 2 provisions together, in 1955-56, would have increased by 
several millions of dollars the unemployment benefits paid to 118,000 
beneficiaries who did not exhaust benefit rights in that vear. In addi- 
tion, thousands of additional employees who did not receive benefits 
in 1955-56 would have received small payments. In these cases the 
payments would have been made for claims with 5 to 7 days’ unem- 
ploy ment which otherwise would not be compensable. 

The removal of the Sunday and holiday disqualification —— 
in the law would increase the number of such claims because, for 
man normally working a 5-day week, any day of unemployment in 
the workweek could be a compensable day. The wage contracts for 
nonoperating emplovees now provide payments for holidays. Never- 
theless, in the course of a year there will be a large number of employees 
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who will not get paid for one or more holidays for one reason or another. 
It is estimated the the number of additional beneficiaries resulting 
from these 2 provisions may be in the neighborhood of 50,000. 


EFFECT OF COSTS 


There is no adequate statistical basis for estimates of the exact 
cost of changes as far reaching as would be made by this bill. The 
cost would be greatly influenced by such unpredicts able things as the 
frequency and extent of cyclical fluctuations in railroad traffic, in- 
ternational conflicts, and technological developments in railroad and 
other forms of transportation. Under unfavorable conditions, the 
provisions for extended benefit periods could be extremely costly. 
For example, a sudden drop in employment to a lower level might 
cause a heavy drain on the railroad unemployment insurance account 
if new jobs for the displaced employees could not be found in other 
industries. On the other hand, it . conceivable that if railroad em- 
ployment can be stabilized and the downward trend in the total num- 
ber employed by the railroads is halted, the cost of this provision 
would be lower than estimated. 

Under the assumptions that have been made in computing the 
probably effect of the bill, it has been estimated that, for the 1955-56 
benefit vear, it would have added 37 percent to the amount of unem- 
ployment benefits and 24 percent to the amount of sickness benefits. 
Estimates of the effect of the different provisions of the bill are shown 
separately in the following table: 





{ pl Sickne 
J 
\ I \ Per 
usted benefits { ur $55. 100, 000 WM). $50, 800, 000 | 100. 0 
Saving jue to Sh jual] fyi earnings 1. 800. OOK , 8 af O00 
Increases for qualified benefic es | 
1. Benefit rat hedule (including effect of $40( 
month maximum creditable earnings 4, 600, 00K 8.4 7, 100, 000 14.0 
z nt db Bess 50m" proviso 5, 700, 000 10.3 1, 600, 000 | | 
i benefit periods and early beginning of ben- 
fit vear 5, 600, 000 10,2 800, OOO 16 
4. Elimination of waiting periods for unemployment 4, 300, 000 7.8 
Removal of sec. 4 (a-2) (iv) ._-- 2, 000, 000 3. 
Ni crease 20, 400, OOO (7.0 12, 200, 600 24.0 
1 Actual data adjusted to what they would have been if the present maximum of $350 a month had been 
in effect for the » enti » base year instead of only its 2d half 


Future costs 

Over the next few years, the cost of the changes proposed i n the 
bill would be larger, relatively, than the cost for 1955-56. The more 
important reasons for this are as follows: 

The estimated increase is larger for unemployment than for 
sickness, and over a period of years the unemployment benefits form 
a much larger part of the total than in 1955-56. 

The cost of the extended benefit periods and of early beginning 
of benefit vears would probably be larger than the estimate for 1955-56 
indicates. The 1955-56 year was one of low unemployment with 
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nonrailroad jobs available for most cutoff railroad men. An estimate 
for 1954-55 showed an increase of nearly one-fifth from this provision 
compared with the increase of 10 percent estimated for 1955-56. 

3. A substantial increase in daily benefit rates would probably be 
accompanied by some increase in the frequency with which benefits 
are claimed, For example, the sickness beneficiary rates (number of 
beneficiaries per 100 qualified employees) for 1954-55 and 1955-56 
are higher than those for any earlier year. This increase followed the 
1954 amendments. 

4. Pay rates have increased since 1954, the base year for 1955-56, 
and further increases will occur in the next 2 years on the basis of 
completed negotiations. Because the effect of the benefit rate proviso 
is limited only by the $10.20 maximum while the increase in taxable 
payroll will be limited by the $400 maximum on creditable compensa- 
tion, such pay increases tend to increase benefits more than taxable 
payrolls. Also, rising wage rates will make less significant the savings 
in benefits that would result from the increase in the qualifying 
earnings requirement to $500. 

\ccording to the latest estimates that have been made, benefits 
under the present provisions of the Railroad Unemployment Insur- 
ance Act will average about $151 million over a period of years, $98 
reallien for unemployment and $53 million for sickness, including 
maternity. The estimate of taxable payrolls, including a full allow- 
ance for recent wage agreements, is $5.3 billion. Including adminis- 
iraiive expenses, the total cost of the program is estimated at 2.9 per 
of the taxable payroll. 

"Far the proposals contained in the bill it appears reasonable, and 
in accordance with a desire for sound financing, to assume for the 
future an increase of nearly one-half in the cost of unemployment 
benefits and an increase of one-third in the cost of sickness benefits. 
This results in an average annual benefit cost for the future, if the 
bill should be enacted, of $204 million, of which $137 million would 
be for unemployment and $67 million for sickness. At the same time, 
the $409 limit on creditable earnings would, it is estimated, increase 
the taxable payroll to $5.6 billion. Including an allowance of 0.20 
percent of payroll for administration and deducting 0.05 percent for 
interest on the balance in the account, the total cost of the program 
would then be under 4 percent of payroll. Costs for the present law 
and with the bill are summarized in the following table: 





| 
Item Present law With pro- 
posed changes 


Average benefits, total har eee __.....--...| $145,000, 000 | $204, 000, 000 
For unemploy ment eo ca 94, 000, 000 | 137, 000, 000 
For sickness ; pee . ihe 51, 000, 000 | 67, 000, 000 

Paxable payroll_..._-. valtinic a iackccqumaa da Sato Diana toketatida .--|5, 100, 000, 000 | 5, 600, 000, 000 

Benefits as percent of payroll_- sie : : adil 2. 85 | 3. 65 

Administration costs as percent of payroll nwa Gunsaees 5 15 | . 20 

Allowance for interest on balance in account (minus) - - cadiclaubidscstuddehee -10 | - 05 


Net total cost as percent of payroll_......_._- : ‘ gas 2.90 | 3. 80 
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These cost figures are, of course, only an approximation based on 
what appear to be reasonable interpretations of available data, and 
on forecasts of the future of the railroad industry. With somewhat 
different assumptions, which may be just as reasonable, a variation 
of as much as one-quarter percent of payroll in either direction might 
be obtained. The figures can thus be interpreted as indicating that 
the cost of the benefit program under the Railroad U nemployment 
Insurance Act, if the bill is enacted, will be somewhere between 3.5 
and 4.0 percent of payroll. 

Financing 
The bill provides the following schedule of contribution rates: 


The contribution 
rate for the 


If the blance on Sept. 30 in the railroad unemployment next calendar 
insurance account is— year shall be 
$450 million or more_-_-_--- : 2 percent. 
$400 million, but less than $4: 50 million. Sn Le 2'4 percent. 
$350 million, but less than $400 million___-_- ie 3 percent. 
$300 million, but less than $350 million____-__ 3'6 percent. 
Less than $300 million i . 4 percent. 


The balance in the account on June 30, 1958, was $170 million and 
under the present law the balance on September 30, 1958, will probably 
be under $150 million. If the bill is enacted, benefit increases inelud- 
ing retroactive payment of benefits for extended benefit periods 
starting after December 31, 1957, will become payable before there is 
any increase in income from the present program. Thus it is obvious 
that the balance would remain below $150 million, in which event 
the maximum rate of 4 percent would become effective in January 
1959. 

It appears, in view of the cost estimates, that the maximum rate of 
4 percent provided by the bill would prove adequate to finance the 
benefits. However, for a program with a benefit load averaging 
$204 million annually, it seems that the balance at which the maxi- 
mum contribution rate becomes effective may be too low in the long 
run. Ina year like 1954-55, for exmaple, it is estimated that bene- 
fits would total close to $300 million, and in a year like 1949-50 the 
total would be even larger. Taxable payrolls for such years would be 
substantially below the average of $5.6 billion so that 2 bad years in 
a row might reduce he account to a dangerously low point even if, 
on the average a maximum contribution rate of 4 percent should 
prove adequate. 


SECTION-BY-SECTION EXPLANATION OF THE BILL 
PART I. AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Section 1. Reduced annuities for women at age 62. limitation on reduction 
of disability annuities because of earnings by annuitant, and in- 
crease in maximum amount of spouse’s annuity 


Subsection (a) of this section would amend section 2 (a) 3 of the 
Railroad Retirement Act to provide that women who do not have 
the 30 years of service required for a full annuity at age 60 or over, 
may, upon election, receive a reduced annuity after attaining age 62. 
The annuity would be reduced by one one-hundred-and-eightieth for 
each month the woman is under age 65 when the annuity begins 


5 
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to accrue. Women may now, as a result of the 1956 amendments 
to the Social Security Act, obtain reduced retirement benefits under 
that system and this change would remove the disparity. Because 
of the reduction the cost of this annuity would be approximately 
the same as a full annuity at age 65. 

Under the present provision of section 2 (d) of the act, the disability 
annuity of an individual under age 65 is not paid for any month in 
which he earns above $100 in any form of employment. Subsection 
(b) would amend such section 2 (d) to provide that any annuity which 
is withheld because of such earnings is to be restored if the earnings of 
the disability annuitant for the whole calendar year do not exceed 
$1,200. Further, where the annuitant’s total earnings exceed $1,200 
in a calendar year the number of months for which his annuity is not 
paid in such year because of earnings of over $100 in each such month 
is in no event to exceed 1 month for each $100 of earnings over $1,200 
(with the last $50 or more of such excess being treated as $100). 
Earnings for service to an ‘employer’? under the act or to the last 
person by whom the employee was employed before his annuity began 
to accrue, would be disregarded in computing the total earnings for a 
year. This is because in no event could he receive annuity for a 
month in which such service occurred. If the annuity is increased in 
such year payments of annuity which become payable solely because 
of this limitation would be made for the months for which the annuity 
is larger. 

Under the present provisions of section 2 (e) of the act, the maxi- 
mum amount payable as a spouse’s annuity for a month is an amount 
equal to the maximum amount which could be paid to anyone with 
respect to such month as a wife’s insurance benefit under the Social 
Security Act. Subsection (c) would amend such section 2 (e) 
increase the maximum amount payable as a spouse’s annuity for a 
month to 110 percent of the amount anyone could receive under the 
Social Security Act as a wife’s benefit for such month. 

Subsection (e) would further amend section 2 of the Railroad 
Retirement Act by adding subsection (h) to provide that a woman 
(or husband if employee is a woman) may, upon election, receive a 
spouse’s annuity on a reduced basis upon attaining age 62. The 
reduction would be in the amount of one one-hundred-and-eightieth 
for each calendar month that the woman (or man) is under age 65 
when the annuity begins to accrue. Under the present law a man 
may not obtain a spouse’s annuity prior to attaining age 65 and a 
woman may not either unless she has a child in her care who would 
be entitled to a child’s insurance annuity upon the death of her 
husband. Under the amendment (subsec. (d)), she (or he) may 
receive such reduced annuity upon election without, in the woman’s 
case, having such a child in her care. As a result of the 1956 amend- 
ments to the Social Security Act a reduced wife’s insurance benefit 
may be paid under that system if she attained age 62. This change 
would eliminate this disparity. Because of the reduction, the total 
cost of annuities awarded as early as age 62 to women (or to men) 
would approximate the cost of those awarded at age 65. 


Section 2. Increase in amounts of annuities and pensions 


Subsection (a) of this section would amend section 3 (a) of the 
Railroad Retirement Act by increasing the percentage factors to be 


8. Rept. 2365, 85-2 
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applied to an individual’s ‘average monthly compensation’’ in com- 
puting the amount of his annuity. The change would produce an 
increase in the annuity so computed of approximately 10 percent. 
Subsection (b) would amend section 3 (c) of the act to provide that as 
much as $400 of an employee’s compensation for any month after 
December 31, 1958, shall be recognized in computing the monthly 
compensation. Subsection (c) would amend section 3 (e) of the act 
to provide for an increase of approximately 10 percent in the factors 
determining the regular minimum annuity. This section would still 
further amend section 3 (e) to provide that an employee’s annuity, 
together with his spouse’s annuity, or the total of survivor annuities 
deriving from the same employee, for a month, shall in no case be 
less than 110 percent of the amount or the additional amount which 
would have been payable to all such persons under the Social Secu- 
rity Act for such month if such individual’s railroad service after 
December 31, 1936, were employment subject to the Social Security 
Act. A spouse who elected to receive a reduced spouse’s annuity 
under the new section 2 (h) would, for purposes of the social security 
minimum provision of section 3 (e), described above, be deemed to be 
entitled to a wife’s insurance benefit under section 202 (q) of the 
Social Security Act. Most survivor annuities (about 90 percent) 
are paid under this social security minimum provision, and the pro- 
posal for payment of not less than 110 percent of the amount other- 
wise payable under the “social security minimum” provision will 
produce an increase in those annuities greater than would be pro- 
duced simply by the proposed increase in the calculation factors of the 
regular railroad retirement formula for such annuities. 


Section 8. Eligibility requirements for the insurance lump-sum benefit 
increase in the amount thereof, subject to a maximum; increase in 
the residual lump-sum benefit, and in survivor annuities 

Under the present provisions of section 5 (f) (1) of the Railroad 

Retirement Act on insurance lump-sum benefit is not payable where 
the employee is survived by anyone entitled on proper application 
to a survivor’s insurance annuity on the basis of his employment, for 
the month in which the employee’s death occurred, except where the 
total of such annuities for a year after his death does not exceed the 
amount of the lump-sum benefit otherwise payable, in which case the 
excess is paid. Subsection (a) of section 3 of the bill would amend 
section 5 (f) (1) to provide that an insurance lump-sum benefit is 
payable upon the death of an insured employee even though he is 
survived by persons entitled to an annuity on the basis of his employ- 
ment, but would limit the payment to $750. At present there is no 
express maximum provision. The social security system provides a 
lump-sum benefit at death, which is in effect a burial benefit, in all 
cases. The change would remove the disparity against the railroad 
retirement system. Subsection (b) would amend section 5 (f) (2) to 
increase the percentage of the employee’s average monthly compensa- 
tion used in computing the residual lump-sum benefit to 8 percent of 
his compensation after December 31, 1959, and would increase the 
amount of monthly compensation paid after December 31, 1959, to 
which such percent may apply from $350 to $400. This increase 
takes into account the higher tax rate and larger compensation base 
from the time those changes go into effect. 
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Subsection (c) would amend section 5 (h) of such act to increase 
the maximum and minimum of survivor annuities payable for a 
month with respect to an employee’s death, by approximately 10 
percent. Subsection (d) would amend section 5 (i) (1) (ii) of such 
act so as to provide that the earnings test, respecting deductions for 
work for survivor annuities, be the same for work outside the United 
States as for work within the United States. This would remove a 
discrimination against employees of American railroads operating 
into Canada, many of whose survivors continue to live there. 

Subsection (e) would amend clause (A) (i) of section 5 (1) (9) of 
such act to increase from $350 to $400 the amount of the employee’s 
monthly compensation which can be used for the months after 
December 31, 1958, in determining the “average monthly remunera- 
tion,” a factor used in computing the employee’s “basic amount” 
which in turn determines the amounts of the survivor annuities and 
the insurance lump-sum benefit; and subsection (f) would amend 
clause (A) (ii) of such section to provide that if the employee’s credit- 
able railroad compensation for any calendar year after 1958 is less 
than $4,800, and his ‘average monthly remuneration” computed on 
compensation alone is less than $400, his wages under the Social 
Security Act in such years may be included with the total of his 
creditable railroad compensation, in computing his “average monthly 
remuneration.”’ The total could not exceed $4,800 for years after 
1958. At present, with respect to years after 1954, only so much of a 
year’s wages may be taken into account as will, the with compensation 
for the year, not exceed $4,200 and then only when the employee’s 
“average monthly compensation’? computed on compensation alone 
is less than $350. By amendments of section 5 (1) (10) of such act, 
subsection (g) would also change the formula for determining the 
employee’s “basic amount” so as to produce a “‘basic amount” higher 
by approximately 10 percent. This, of course, would mean an in- 
crease of 10 percent in the annuities and benefits based on the “‘basic 
amount.” 


Section 4. Increase in pensions, joint and survivor annuities, and 
annuities under the Railroad Retirement Act of 1935 

This section would increase by 10 percent the amounts of pensions 
under section 6 of the Railroad Retirement Act, of all joint and 
survivor annuities and survivor annuities deriving from joint and 
survivor annuities under such act awarded before January 1, 1959, 
all widows’ and widowers’ insurance annuities which began to accrue 
before January 1, 1959, and which, in accordance with the proviso in 
section 5 (a) or section 5 (b) of the Railroad Retirement Act of 1937, 
are payable in the amount of the spouse’s annuity to which the widow 
or widower was entitled, and of all annuities under the Railroad 
Retirement Act of 1935. 


Section 5. Effective dates of amendments to the Railroad Retirement Act 


Subsection (a) of this section would provide that the increase in 
annuities be effective respecting annuities accruing after December 
1958; that the increase in pensions under section 6 be effective after 
December 19: 58; and that the amendments relative to the insurance 
and residual lump-sum benefits be effective respecting deaths occurring 
after December 1958. The amendment in section 3 (d) relative to 
deduction from survivor annuities because of work outside the United 
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States would be made applicable to such annuities accruing after 
December 1958. It would cause the amendments made by section 
1 (b) of this act modifying the disability work provision to be effective 
respecting disability annuities accruing after 1958. It would further 
provide by subsection (b) that recertifications required by reason of the 
amendments be made by the Railroad Retirement Board without 
application therefor. 


PART II. AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 


Section 201. Increasing the tax rate and the compensation base 

This section would increase the tax rate and the compensation base 
to which the tax rate applies for the purpose of making sufficient 
additional funds available for the railroad retirement account in 
order to provide for the added costs to be produced by the increase in 
and extension of benefits, and to produce sufficient funds to cover the 
existing deficit in the financing of the railroad retirement system. 

Subsection (a), together with subsection (c), would amend sections 
3201 and 3221 of the Railroad Retirement Tax Act so that the rate of 
tax to be paid by the employee and by the employer on compensation 
paid to such employee for his services after December 31, 1959, would 
be increased to 7.5 percent. Subsection (a) would make the tax rate 
applicable to so much of the employee’s compensation after December 
31, 1959, as is not in excess of $400 in a calendar month. The existing 
rate for employees and for employers is 6.25 percent applicable to 
monthly compensation not in excess of $350. Subsection (e) of the bill 
would increase the tax rate to be paid by an employee representative 
- his income as such representative after December 31, 1959, to 

15 percent, which increase would apply, by subsection (a), to so much 
of his compensation for a calendar month after December 31, 1959, 
as is not in excess of $400. At present, his rate is 12.5 percent appli- 
cable to $350 of his compensation for a month. 

Subsections (d) and (f) would amend the Railroad Retirement 
Tax Act to provide that the tax rate on both employees and employers 
be increased respecting compensation after 1964 by an amount equal 
at any given time to the amount by which the rate of tax under the 
Federal Insurance Contributions Act (for social security purposes) at 
that time exceeds the rate provided by paragraph (2) of section 3101 
of that act as amended by the Social Security Amendments of 1956, 
that is, the rate of 2% percent set for the years after 1960 and before 
1965. Under the amendment, if the rate under the Federal Insurance 
Contributions Act is increased after 1964 to 3% percent as scheduled, 
the rate under the Railroad Retirement Tax Act, for both employees 
and employers, would be increased without further legislation from 
7% percent to 8 percent through 1969, and on a similar basis for later 
periods. It should be observed that the rate will increase only if, and 
to the extent, that the rate of 2% percent increases under the Federal 
Insurance Contributions Act. U nder the amendment of subsection 
(e) the tax rate on employee representatives would be increased by 
twice the amount of the increase in rate under the Federal Insurance 
Contributions Act. Under the circumstances set forth above his rate 
would increase to 16 percent after 1964, and would be further increased 
depending on changes in the tax for social se curity purposes. This 
provision is essential because if taxes to support the social security 
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system are increased that would detract from the relative position of 
the railroad retirement system under the financial interchange pro- 
visions with the consequence that the additional revenue to be pro- 
duced by the contingent increase in the rate under the Railroad Retire- 
ment Tax Act would be needed to compensate for the increased obliga- 
tion under the interchange provision. 

Section 202 would make the amendments to the Railroad Retirement 
Tax Act effective, except as otherwise provided in the provisions for 
amendment, applicable only with respect to compensation paid after 
December 31, 1959, for services rendered after that date. 


PART III. AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE 
ACT 


Section 301. Increasing the compensation base 

This section would amend section 1 (i) of the Railroad Unemploy- 
ment Insurance Act to provide that as much as $400 of compensation 
paid to an employee in a calendar month after June 30, 1958, shall be 
recognized and thus taken into account in computing benefits under 
such act. The present limit on monthly compensation is $350. 


Section 302. Increasing the number of days for which benefits may be 
paid in the first registration per iod, increasing the amount of benefits, 
and the amount of compensation in the base year required to qualify 
for benefits 

Subsection (a) of this section would amend clause (i) of section 2 (a) 
ofthe Railroad Unemployment Insurance Act so that benefits may be 
paid for days of unemployment after 4 days of unemployment have 
passed in the first registration period in a benefit year, leaving 10 days 
for which benefits may be paid in such period instead of 7 under present 
provisions. The provision for payment of benefits for 10 days in sub- 

sequent registration periods would remain in effect. Subsection (b) 

of, this section would amend section 2 (a) of the Unemployment Act 

to provide a new schedule of daily benefit rates in connection with 

various ranges of compensation in the base year, the number of which 
would be increased to 12 from the present 11. The alternative, or 
minimum, daily benefit rate based on the daily rate of compensation 
for the employee’s last employment for an employer in a base year 
would be increased to from 50 to 60 percent of such daily rate. The 
maximum daily benefit rate produced by either method of computing 
would be increased by subsection (c) from $8.50 to $10.20, and the 
minimum rate under the table from $3.50 to $4.50. 


Section 303. Extending the benefit year for employees with certain 
qualifications 

This section would amend section 2 (c) of such act to extend the 
benefit year for employees who have 10 or more years of service 
creditable as such for purposes of the Railroad Retirement Act and 
who did not voluntarily leave work without good cause or voluntarily 
retire and who have exhausted benefit rights they had in the benefit 
year. The benefit year in such case would be extended by 13 periods 
of 14 successive days each (registration periods) for the employee 
with more than 10 and less than 15 years of service creditable under 
the Railroad Retirement Act, and by 26 such periods for those with 
over 15 years of service. However, under the amendment a benefit 
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year would not be extended beyond the beginning of the first registra- 
tion period in a benefit year in which such employee again qualifies for 
benefits on the basis of compe nsation earned after the first 14-day 
period of extension begins. This section would further amend section 
2 (c) of such act to provide that in the case of an employee who has 
10 or more years of creditable railroad service, who did not voluntarily 
leave work without good cause or voluntarily retire, who has 14 or 
more consecutive days of unemployment, and who is not otherwise 
qualified for benefits in the general benefit year in which such unem- 
ployment commences but be ‘comes qualified for benefits in the next 
succeeding general benefit year, that the next succeeding benefit year 
in his case begins on the first an of the month in which such unem- 
ployment commences. This extension of benefit periods will not only 
provide unemployment benefits to laid-off employees with long service, 
but it will provide an additional incentive for railroads to find employ- 
ment for displaced older men with experience and recognized skills 
in the railroad industry. 
Section 304. Increasing the compensation required in the base year 
This section would amend section 3 of the Railroad Unemployment 
Insurance Act so that an employee is required to have $500 instead 
of $400 of compensation in the “base year” to qualify for benefits. 


Section 305. Eliminating the restriction on Sundays and holidays as 
days of unemployment 

This section would amend section 4 (a-2) (iv) of the Railroad 
Unemployment Insurance Act by striking the provision under which 
Sundays and holidays, unless preceded and succeeded by a day of 
unemployment, are not days of unemployment. As a result of the 
amendment, Sund: ays and holidays could be compensable days of un- 
employment just as other days, but, of course, no payment would be 
made for the registration period unless the employee had more than 
4 days of unemployment in the period. 


Section 306. Increasing the compensation base for contributions and 
increasing the rate of contributions 

This section would amend section 8 (a) of the Railroad Unemploy- 
ment Insurance Act by increasing to $400 the maximum amount of an 
employee’s compensation in any calendar month after June 30, 1958, 
respecting which the employer must pay contributions. It also 
amends section 8 (a) of such act to provide that where compensation 
is paid by more than one e mployer to an employee respecting a calendar 
month and the contributions required are apportioned in the manner 
specified, the current contribution rate applies to an employee’s 
compensation of up to $400 a month for months after June 30, 1958. 

This section would further amend section 8 (a) of the Railroad 
Unemployment Insurance Act to increase the scheduled rates of 
contributions required of employers with respect to compensation paid 
after 1958. These rates vary according to the amount of the balance 
in the railroad unemployment insurance account. At the present 
time the highest rate is 3 percent which is applicable when the balance 
in the account is less than $250 million. This highest rate would be 
raised by the bill to 4 percent, which rate would be applicable when 


the balance is less than $300 million. The applicable rate would, as 


at present, decrease by steps of one-half of 1 percentage point as the 
balance in the fund increases, and, at the top of the scale, when the 
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balance is $450 million or more, the contribution rate would be 2 per- 
| cent, instead of one-half of 1 percent as at present. 


| Section 307. Increase in contribution rate of an employee representative 
and the compensation to which the rate applies 

This section would amend section 8 (b) of the Railroad Unem- 

ployment Insurance Act to increase from 3 to 4 percent the contribu- 

tion required of employee representatives and to increase to $400 the 

amount of compensation for calendar months after December 31, 1958, 

| to which the rate applies. 


Section 308. Effective dates of the amendments to the Railroad Unem- 
ployment Insurance Act 


| | Except as otherwise indicated the amendments to the Railroad 
| Unemployment Insurance Act are to be effective with respect to 
| | benefits accruing in general benefits years which begin after the benefit 
year ending June 30, 1958. The amendments are to be effective 
| respecting extended benefit periods which begin after December 31, 
1957. The increase to $500 in the amount of compensation paid to 
an employee in a year required for qualification is to be effective 
respecting base years after the base year ending December 31, 1957. 
| The amendment respecting the contributions required of employee 
representatives is to apply with respect to compensation for services 
| rendered in calendar months after December 31, 1958; and the amend- 
ments respecting the change in rates of contribution required of 
employers will be effective with respect to compensation paid for 
services rendered after 1958. 


CHANGES IN THE Existina Law 


In compliance with subsection (4) of the rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, existing law in which no 
change is proposed is shown in roman). 


PART I 


RAILROAD RETIREMENT AcT oF 1937 


* * * * * * * 


““ANNUITIES 
‘Seo... fa; = > * 


me 


= SS 28 2 
* * « ” * * rs 


[‘‘3. Individuals who will have attained the age of sixty and 
| will have completed thirty years of service, but the annuity of 
such an individual shall be reduced by one one-hundred-and- 

eightieth for each calendar month that he is under age sixty-five 

when his annuity begins to accrue.] “3. Individuals who will 

have attained the age of sixty and will have completed thirty years of 

service or, in the case of women, who will have attained the age of 

| sizty-two and will have completed less than thirty years of service, 
| but the annuity of such individual shall be reduced by one one-hundred- 





wre 
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and-eightieth for each calendar month that he or she is under age 
siaty-five when the annuity begins to accrue. 
* * * * * * * 


“(d) No annuity shall be paid with respect to any month in which 
an individual in receipt of an annuity hereunder shall render com- 
pensated service to an employer or to the last person by whom he was 
employed prior to the date on which the annuity began to accure. 
Individuals receiving annuities shall report to the Board immediately 
all such compensated service. No annuity under paragraph 4 or 5 
of subsection (a) of this section shall be paid to an individual with 
respect to any month in which the individual is under age sixty-five and 
is paid more than $100 in earnings from employment or self-employ- 
ment of any form: Provided, T hat for purposes of this paragraph, if a 
payment in any one calendar month is for accruals in more than one 
calendar month, such payment shall be deemed to have been paid in 
each of the months in which accrued to the extent accrued in such 
month. Any such individual under the age of sixty-five shall report 
to the Board any such payment of earnings for such employment or 
self-employment before receipt and acceptance of an annuity for the 
second month following the month of such payment. <A deduction 
shall be imposed, with respect to any such individual who fails to 
make such report, in the annuity or annuities otherwise due the in- 
dividual, in an amount equal to the amount of the annuity for each 
month in which he is paid such earnings in such employment or self- 
employment, except that the first deduction imposed pursuant to this 
sentence shall in no case exceed an amount equal to the amount of the 
annuity otherwise due for the first month with respect to which the 
deduction is imposed. If pursuant to the third sentence of this sub- 
section an annuity was not paid to an individual with respect to one or 
more months in any calendar year, and it is subsequently established that 
the total amount of such individual’s earnings during such year as 
determined in accordance with that sentence (but exclusive of earnings for 
services described in the first sentence of this subsection) did not exceed 
$1,200, the annuity with respect to such month or months, and any 
deduction imposed by reason of the failure to report earnings for such 
month or months under the fitth sentence of this subsection, shall then be 
payable. If the total amount of such individual’s earnings during such 
year (exclusive of earnings for services described in the first sentence of this 
subsection) is in excess of $1,200, the number of months in such year with 
respect to which an annuity is not payable by reason of such third and 
fifth sentences shall not exceed one month for each $100 of such excess, 
treating the last $50 or more of such excess as $100; and if the amount of 
the annuity has changed during such year, any payments of annuity 
which become payable solely by reason of the limitation contained in this 
sentence shall be made first with respect to the month or months for which 
the annuity is larger. 


“(e) Spouse’s annuity.—The spouse of an individual, if 
Vin) .* = : 


‘“‘Gi) such spouse has attained the age of 65 or in the case of 

a wife, has in her care (individually or jointly with her husband) 

a child who, if her husband were then to die, would be entitled to 

a child’s annuity under subsection (c) of section 5 of this Act, 
shall be entitled to a spouse’s annuity equal to one-half of such indi- 
vidual’s annuity or pension, but not more, with respect to any month, 
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[than an amount] than 110 per centum of an amount equal to the 
maximum amount which could be paid to anyone, with respect to 
such month, as a wife’s insurance benefit under section 202 (b) of the 
Social Sec urity Act as amended from time to time: Provided, however, 
That if the annuity of the individual is awarded under paragraph 3 
of subsection (a), the spouse’s annuity shall be computed or recom- 
puted as though such individual had been awarded the annuity to 
which he would have been entitled under paragraph 1 of said sub- 
section: Provided further, That, if the annuity of the individual is 
awarded pursuant to a joint ‘and survivor elec ‘tion, the spouse’s 
annuity shall be computed or recomputed as though such individual 
had not made a joint and survivor election: And provided further, 
That any spouse’s annuity shall be reduced by the amount of any 
annuity and the amount of any monthly insurance benefit, other than 
a wife’s or husband’s insurance benefit, to which such spouse is 
entitled, or on proper application would be entitled, under subsection 
(a) of this section or subsection (d) of section 5 of this Act or section 
202 of the Social Security Act; except that if such spouse is disen- 
titled to a wife’s or husband’s insurance benefit, or has had such 
benefit reduced, by reason of subsection (k) of section 202 of the 
Social Security Act, the reduction pursuant to this third proviso 
shall be only in the amount by which such spouse’s monthly insurance 
benefit under said Act exceeds the wife’s or husband’s insurance 
benefit to which such spouse would have been entitled under that 
Act but for said subsection (k). 

“(f) * * * 

“(¢) The spouse’s annuity provided in subsection (e) shall, with 
respec to any month, be subjec t to the same provisions of subsection 
(d) as the individual’s annuity, and, in addition, the spouse’s annuity 
shall not be payable for any month if the individual’s annuity is not 
payable for such month (or, in the case of a pensioner, would not be 
payable if the pension were an annuity) by reason of the provisions 
of said subsection (d). Such spouse’s annuity shall cease at the end 
of the month preceding the month in which (i) the spouse or the 
individual dies, (ii) the spouse and the individual are absolutely 
divorced, or (iii), in the case of a wife under age 65 (other than a wife 
who is receiving such annuity by reason of an election under subsection 
(h)), she no longer has in her care a child who, if her husband were 
then to die, w ould be entitled to an annuity under subsection (c) of 
section 5 of this Act. 

“(h) A spouse who would be entitled to an annuity under subsection 
(e) uf she or he had attained the age of 65 may elect upon or after attaining 
the age of 62 to receive such annuity, but the annuity vn any such case shall 
be reduced by one one- -hundred-and-eightieth for each calendar month 
that the spouse is under age 66 when the annuity begins to accrue. 


COMPUTATION OF ANNUITIES 


“Sac. 3. (a) The annuity shall be computed by multiplying an 
individual’s ‘years of service’ by the following percentages of 
‘monthly compensation’: [3.04] 3.35 per centum of the first $50: 
[2.28] 2.41 per centum of the next $100; and [1.52] 1.67 per centum 
of the next [$200] $250. 


“(b) * * 
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‘‘(c) The ‘monthly compensation’ shall be the average compensation 
paid to an employee with respect to calendar months included in his 
‘years of service’, except (1) that with respect to service prior to 
January 1, 1937, the monthly compensation shall be the average com- 
pensation paid to an employee with respect to calendar months in- 
cluded in his years of service in the years 1924-1931, and (2) the 
amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station 
employee whose duties consisted of or included the carrying of pas- 
sengers’ hand baggage and otherwise assisting passengers at passenger 
stations and whose remuneration for service to the employer was, in 
whole or in substantial part, in the form of tips, shall be the monthly 
average of the compensation paid to him as a station employee in his 
months of service in the period September 1940—August 1941: Pro- 
vided, however, That where service in the period 1924- “1931 in the one 
case, or in the period September 1940—August 1941 in the other case, 
is, in the judgment of the Board, insufficient to constitute a fair and 
equitable basis for determining the amount of compensation a. or 
attributable as paid to him in each month of service before 1937, 
September 1941, respectively, the Board shall determine the cumin 
of such compensation for each such month in such manner as in its 
judgment shall be fair and equitable. In computing the monthly 
compensation, no part of any month’s compensation in excess of $300 
for any month before July 1, 1954, or in excess of $350 for any month 
after June 30, 1954, and be fore January 1, 1959, or in excess of $400 for 
any month after December 31, 1958, shall be recognized. If the em- 
ployee earned compensation in service after June 30, 1937, and after 
the last day of the calendar year in which he attained age sixty-five, 
such compensation and service shall be disregarded in computing the 
monthly compensation if the result of taking such compensation into 
account in such computation would be to diminish his annuity. 

**(d) * * * 

“‘(e) In the case of an individual having a current connection with 
the railroad industry, the minimum annuity payable shall, before any 
reduction pursuant to section 2 (a) 3, be whichever of the following is 
the least: (1) [$4.55] $5.00 multiplied by the number of his years of 
service; or (2) [$75.90] $83.50; or (3) 110 per centum of his monthly 
compensation: Provided, however, That if for any entire month in 
which an annuity accrues and is payable under this Act the annuity 
to which an employee is entitled under this Act (or would have been 
entitled except for a reduction pursuant to section 2 (a) 3 or a joint and 
survivor election), together with his or her spouse’s annuity, if any, 
or the total of survivor annuities under this Act deriving from the 
same employee, [is less than the amount, or the additional amount] 
is less than 110 per centum of the amount, or 110 per centum of the 
additional amount, which would have been payable to all persons for 
such month under the Social Security Act (deeming completely and 
partially insured individuals to be fully and currently insured, re- 
pectively, individuals entitled to insurance annuities under sub- 
sections (a) and (d) of section 5 to have attained age sixty-five, 
women entitled to spouse’s annuities pursuant to elections made under 
subsection (h) of section 2 to be entitled to wife’s insurance benefits 
determined under section 202 \q) of the Social Security Act, and individ- 
uals entitled to insurance annuities under subsection (c) of section 5 
on the basis of disability to be less than eighteen years of age, and 
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disregarding any possible deductions under subsections (f) and (s) 
(2) of section 203 of the Social Security Act) if such employee’s servic 
as an employee after December 31, 1936, were included in the serdn 
‘employment’ as defined in that Act and quarters of coverage were 
determined in accordance with section 5 (1) (4) of this Act, such 
annuity or annuities, shall be increased proportionately to a total of 
[such amount or such additional amount] 110 per centum of such 
amount or 110 per centum of such additional amount. 
* * ~ x * *~ * 


“‘ANNUITIES AND LUMP SUMS FOR SURVIVORS 


‘Sn0; 6(a) ° ** 

“(f) Lump-sum Payment.—(1) Upon the death, on or after January 

1947, of a completely or partially insured employee [who will have 
dic d leaving no widow, widower, child, or parent who would on proper 
application therefor be entitled to receive an annuity under this section 
for the month in which such death occurred], there shall be paid a 
lump sum of ten times the employee’s basic amount, but not to exceed 
a total of $750, to the following person (or if more than one there 
shall be distributed among them) whose relationship to the deceased 
employee will have been determined by the Board, and who will 
have been living on the date of such determination: to the widow or 
widower of the deceased; or, if no such widow or widower be then 
living, to any child or children of the deceased and to any other person 
or persons who, under the intestacy law of the State where the de- 
ceased will have been domiciled, will have been entitled to share as 
distributees with such children of the deceased, in such proportions 
as is provided by such law; or, if no widow or widower and no such 
child and no such other person be then living, to the parent or parents 
of the deceased, in equal shares. A person who is entitled to share as 
distributee with an above-named relative of the deceased shall not be 
precluded from receiving a payment under this paragraph by reason 
of the fact that no such named relative will have survived the deceased 
or of the fact that no such named relative of the deceased will have 
been living on the date of such determination. If none of the persons 
described in this paragraph be living on the date of such determination 
such amount shall be paid to any person or persons, equitably entitled 
thereto, to the extent and in the proportions that he or they shall 
have paid the expenses of burial of the deceased. [If a lump sum 
would be payable to a widow, widower, child, or parent under this 
paragraph except for the fact that a survivor will have been entitled 
to receive an annuity for the month in which the employee will have 
died, but within one year after the employee’s death there will not 
have accrued to survivors of the employee, by reason of his death 
annuities which, after all deductions pursuant to paragraph (1) of 
subsection (i) will have been made, are equal to such lump sum, a 
payment to any then surviving widow, widower, children, or parents 
shall nevertheless be made under this paragraph ‘equal to the amount 
by which such lump sum exceeds such annuities so accrued after such 
deductions.] * * * 

‘“‘(2) Whenever it shall appear, with respect to the death of an em- 
ployee on or after January 1, 1947, that no benefits, or no further bene- 
fits, other than benefits payable to a widow, widower, or parent upon 
attaining age sixty at a ature date, will be payable under this section 








28 AMENDING THE RAILROAD RETIREMENT ACT OF 1937 


or, pursuant to subsection (k) of this section, upon attaining retire- 

ment age (as defined in section 216 (a) of the Social Security Act) at 
a future date, will be payable under title II of the Social Security 
Act, as amended, there shall be paid to such person or persons as the 
deceased employee may have designated by a writing filed with the 
Board prior to his or her death, or if there be no designation, to the 
person or persons in the order provided in paragraph (1) of this sub- 
section or, in the absence of such person or persons, to his or her 
estate, a lump sum in an amount equal to the sum of 4 per centum 
of his or her compensation paid after December 31, 1936, and prior to 
January 1, 1a [and 7 per centum of his or her compensation after 

December 31, 1946 (exclusive in ie cases of compensation in excess 
of $300 ee eae month before July 1, 1954, and in the latter case in 
excess of $350 for any month after June 30, 1954), ] plus 7? per centum 
of his or her compensation paid after December 31, 1946, and before 
January 1, 1960, plus 8 per centum of his or her compensation paid 
after December 31, 1959 (exclusive of compensation in excess of $300 for 
any month before July 1, 1954, and in excess of $350 for any month 
after June 30, 1954, and be fore January 1, 1960, and in excess of $400 
for any month after December 31, 1959, minus the sum of all benefits 
paid to him or her, and to others deriving from him or her, during his 
or her life, or to others by reason of his or her death, under this Act, 
and pursuant to subsection (k) of this section, under title II of the 
Social Security Act, as amended: Provided, however, That if the em- 
ployee is survived by a widow, widower, or parent who may upon 
attaining age sixty be entitled to further benefits under this section, 
or pursuant to subsection (k) of this section, upon attaining retire- 
ment age (as defined in section 216 (a) of the Social Security Act) be 
entitled to further benefits under title Il of the Social Security Act, 
as amended, such lump sum shall not be paid unless such widow, 
widower, or parent makes and files with the Board an irrevocable 
election, in such form as the Board may prescribe, to have such lump 
sum paid in lieu of all benefits to which such widow, widower, or 
parent might otherwise become entitled under this section or, pursu- 
ant to subsection (k) of this section, under title II of the Social 
Security Act, as amended. Such election shall be legally effective 
according to its terms. Nothing in this section shall operate to de- 

prive a widow, widower, or parent making such election of any insur- 
ance benefits under title II of the Social Sec urity Act, as amended, to 
which such widow, widower, or parent would have been entitled had 
this section not been enacted. The term ‘benefits’ as used in this 
paragraph includes all annuities payable under this Act, lump sums 
payable under paragraph (1) of this subsection, and insurance bene- 
fits and lump-sum payments under title II of the Social Security Act, 
as amended, pursuant to subsection (k) of this section, except that 
the deductions of the benefits which, pursuant to subsection (k) (1) 
of this section, are paid under title II of the Social Security Act, dur- 
ing the life of the employee to him or to her and to others deriving 
from him or her, shall be limited to such portions of such benefits as 
are payable solely by reason of the inclusion of service as an employee 
in ‘employment’ pursuant to said subsection (k) (1). 

* * * * * * * 


“(h) Maximum and Minimum Annuity Totals —Whenever accord- 
ing to the provisions of this section as to annuities, payable for a month 
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with respect to the death of an employee, the total of annuities is 
more than [$33] $36.30 and exceeds either (a) [$176] $193.60, or 
(b) an amount equal to two and two-thirds times such employee’s 
basic amount, whichever of such amounts is the lesser, such total of 
annuities shall, prior to any deductions under subsection (i), be reduced 
to such lesser amount or to [$33] $36.30, whichever is greater. 
Whenever such total of annuities is less than [$15.40] $16.95, such 
total shall, prior to any deductions under subsection (i) be increased 
to [$15. /07F $16.95. 
“(i) Deductions from Annuities.—(1) * * * 
aah. ee 
‘“(ii) will have been under the age of seventy-two and for which 
month he is charged with any earnings under section 203 (e) 
of the Social Security Act [or in which month he engaged on 
seven or more different calendar days in noncovered remunerative 
activity outside the United States (as defined in section 203 (k) 
of the Social Security Act)] or, having engaged in any activity 
outside the United States, would be charged under such section 208 (e) 
with any earnings derived from such activity if it had been an activity 
within the United States; and for purposes of this subdivision the 
Board shall have the authority to make such determinations and 
such suspensions of payment of benefits in the manner and to 
the extent that the Secretary of Health, Education, and Welfare 
would be authorized to do so under section 203 (g) (3) of the 
Social Security Act if the individuals to whom this subdivision 
applies were entitled to benefits under section 202 of such Aet; or 
“a" "= 
* * * * + x 


“(]) Definitions.—For the purposes of this section the term 
‘employee’ includes an individual who will have been an ‘employee’, 
and 

iit) es. 9 

“(9) An employee’s ‘average monthly remuneration’ shall mean 
the quotient obtained by dividing (A) the sum of (i) the compensation 
paid to him after 1936 and before the quarter in which he will have 
died, eliminating any excess over $300 for any calendar month before 
July 1, 1954, [and] any excess over $350 for any calendar month 
after June 30, 1954, and before January 1, 1959, and any excess over 
$400 for any calendar month after December 31, 1958, and (ii) if such 
comapenenne for any calendar year before 1955 is less than $3,600 

r for any calendar year after 1954 and before 1959 is less than $4,200, 
or for any calendar year after 1958 is less than $4,800, and the average 
monthly remuneration computed on compensation alone is less than 
(33: 50] $400 and the employee has earned in such calendar year 
‘wages’ as ‘debian din paragraph (6) hereof, such wages, in an amount 
not to exceed the difference between the compensation for such year 
and $3,600 for years before 1955 [and $4,200 for years after 1954, by] 
, $4,200 for years after 1954 and before 1959, and $4,800 for years after 
1958, by (B) three times the number of quarters elapsing after 1936 
and before the quarter in which he will have died: Provided, That for 
the period prior to and including the calendar year in which he will 
have attained the age of twenty-two there shall be included in the 
divisor not more than three times the number of quarters of coverage 
in such period: Provided, further, That there shall be excluded from 
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the divisor any calendar quarter which is not a quarter of coverage 
and during any part of which a retirement annuity will have been 
payable to him: And provided further, That if the exclusion from the 
divisor of all quarters beginning with the first quarter in which the 
employee was completely insured and had attained the age of sixty-five 
and the exclusion from the dividend of all compensation and wages 
with respect to such quarters would result in a higher average monthly 
remunerations, such quarters, compensation and wages shall be so 
excluded. 


a ” a a ~ + > 


(10) The term ‘basic amount’ shall mean 

“q) for an employee who will have been partially insured, o1 
completely insured solely by virtue of paragraph (7) (i) or (7) (ii) 
or both: the sum of (A) [44] 49 per centum of his average 
monthly remuneration, up to and including $75; plus (B) [11] 
12 per centum of such average monthly remuneration exceeding 
$75 and up to and including [$350] $400, plus (C) 1 per centum 
of the sum of (A) plus (B) multiplied by the number of years 
after 1936 in each of which the compensation, wages, or both, 
paid to him will have been equal to $200 or more; if the basic 
amount, thus computed, is less than [$15.40] $16.95 it shall be 
increased to [$15.40] $15.95: 

“(ii) for an employee who will have been completely insured 
solely by virtue of paragraph (7) (iii): the sum of [44] 49 per 
centum of his monthly compensation if an annuity will have 
been payable to him, or, if a pension will have been payable to 
him, [44] 49 per centum of the average a earnings on 
which such pension was computed, up to and including $75, plus 
[11] /2 per centum of such compensation or earnings exceeding 
$75 and up to and including $300. If the average monthly 
earnings on which a pension payable to him was computed are not 
ascertainable from the records in the possession of the Board, 
the amount computed under this subdivision shall be [$36.66] 
$40.33, except that if the pension payable to him was less than 
[$27 50] $30.25, such amount shall be four-thirds of the amount 
of the pension or [$14.66] $16.13, whichever is greater. The 
term ‘monthly compensation’ shall, for the purposes of this sub- 
division, mean the monthly compensation used in computing the 
annuity; 


“qii) ** * 


* * * * * * * ? 
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PART II 
RaiLroAD RetirEMENT Tax Act 
SUBCHAPTER A—TAX ON EMPLOYEES 


Sec. 3201. Rate of tax. 
Sec. 3202. Deduction of tax from compensation. 
SEC. 3201. RATE OF TAX. 

In addition to other taxes, there is hereby imposed on the income of 
every employee a tax equal to [6% percent_7}] percent of so much of 
the compensation paid to such employee [after December 31, 1954] 
after December 31, 1959, for services rendered by him after such date 
as is not in excess of [$350] $400 for any calendar month[[.]: Pro- 
vided, That the rate of tax mnooed by this section shall be increased, with 
respect to compensation paid after December 31, 1964, for services rendered 
after such date, by a number of percentage points (including fractional 
points) equal at any given time to the number of percentage points (in- 
cludi ng fractional points) by which the rate of tax imposed with respect 
to wages by section : 9101 at such time é xceeds the rate prov ude d by paragraph 

») of such section 8101 as amended by the Social Security Amendments 


ae | bf? 
r [g00. 


SEC. 3202. DEDUCTION OF TAX FROM COMPENSATION. 

a) RequireMENT.—The tax imposed by section 3201 shall be col- 
lected by the employer of the taxpayer by deducting the amount of 
the tax from the compensation of the employee as ‘and when paid. 
[f an employee is paid compensation [after December 31, 1954] after 
December 31, 1959, by more than one employer for services rendered 
during any calendar month [after 1954] after December 1959 and the 
aggregate of such compensation is in excess of [$350] $400, the tax to 
be deducted by each employer other than a subordinate unit of a 
national railway-labor-organization employer from the compensation 
paid by him to the employee with respect to such month shall be that 
proportion of the tax with respect to such compensation paid by all 
such employers which the compensation paid by him [after December 

, 1954] after December 31, 1959, to the employee for services rendered 
iiag r such month bears to the total compensation paid by all such 
employers [after December 31, 1954] after December 31, 1959, to such 
e mployee for services rendered during such month; and in the event 
that the compensation so paid by sue ‘h employers to the employee for 
services rendered during such month is less than [$350] $400, each 
subordinate unit of a national railway-labor-organization employer 
shall deduct such salamat of any additional tax as the compensa- 
tion paid by such employer [after December 31, 1954] after December 
31, 1959, to such employee for services rendered during such month 
bears to the total compensation paid by all such employers [after 
December 31, 1954] after December 31, 1959, to such employee for 
services rendered during such month. 

(b) INDEMNIFICATION OF EmpLoyreR.—Every employer required 
under subsection (a) to deduct the tax shall be made liable for the 
payment of such tax and shall not be liable to any person for the 
amount of any such payment. 
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SUBCHAPTER B-—TAX ON EMPLOYEE REPRESENTATIVE 


Sec. 3211. Rate of tax. 
Sec. 3212. Determination of compensation 
SEC. 3211. RATE OF TAX. 

In addition to other taxes, there is hereby imposed on the income 
of each employee representative a tax equal to [12 percent] 15 per- 
cent of so much of the compensation, paid to such employee repre- 
sentative [after December 31, 1954] after December 31, 1959, for 
a ices rendered by him after such date as is not in excess of ($3: 50] 

$400 for any calendar month[[.] : Provided, That the rate of tax im- 
posed by this section shall be increased, with respect to compensation 
paid after December 31, 1964, for services rendered after such date, by a 
number of percentage points (including fractional points) equal at any 
given time to twice the number of percentage points (including fractional 
points) by which the rate of the tax imposed with respect to wages by 
section 3101 at such time exceeds the rate provided by paragraph (2) of 
such section 3101 as amended by the Social Security Amendments of 49% 6, 

* * * * * * * 


SUBCHAPTER C-——-TAX ON EMPLOYERS 


Sec. 3221. Rate of Tax 

SEC. 3221. RATE OF TAX. 

(a) In addition to other taxes, there is hereby imposed on every 
employer an excise tax, with respect to having individuals in his 
employ, equal to [6% percent] 7% percent of so much of the compensa- 
tion paid by such employer [after December 31, 1954] after Decem- 
ber 31, 1959, for services re ndered to him [after December 31, 1954] 
after December 31, 1959, as is, with respect to any employee for any 
valendar month, not in excess of [$350] $400; except that if an em- 
ployee is paid compensation [after December 31, 1954] after Decem- 
ber 31, 1959, by more than one employer for services rendered during 
any cale ndar month [after 1954] after December 1959 the tax impose .d 
by this section shall apply to not more than [$350] $400 of the aggre- 
gate compensation paid to such employee by all such employers 
[after December 31, 1954] after December $1, 1959, for services 
rendered during such month, and each employer other than a sub- 
ordinate unit of a national railway-labor-organization employer shall 
be liable for that proportion of the tax with respect to such compensa- 
tion paid by all such employers which the compensation paid by him 
[after December 31, 1954] after December 31, 1959, to the employee 
for services rendered during such month bears to the total compensa- 
tion paid by all such employers [after December 31, 1954] after 
December 31, 1959, to such employees for services rendered during 
such month; and in the event that the compensation so paid by suc h 
employers to the pp for services rendered during such month 
is less than [$350] $400, each subordinate unit of a national railway- 
labor-organization anion shall be liable for such proportion of 
any additional tax as the compensation paid by such emplover [after 
December 31, 1954] after December 31, 1959, to such employee for 
services rendered during such month bears to the total compensation 
paid by all such employ ers [after December 31, 1954] afier Decem- 
ber 31, 1959, to such employee for services rendered during such 
month. 
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(b) The rate of tax imposed by subsection (a) shall be increased with 
respect to compensation paid after December 31, 1964, for services 
rendered after such date, by a number of percentage points (including 
fractional points) equal at any given time to the number of percentage 
points (including fractional points) by which the rate of the tax imposed 
with respect to wages by section 3111 at such time exceeds the rate provided 
by paragraph (2) of such section 3111 as amended by the Social Security 
Amendments of 1956. 


* * * * * Ba * 
PART III 
RAILROAD UNEMPLOYMENT INSURANCE AcT 
oe * * * * * 
DEFINITIONS 


SrceTion 1. For the purposes of this Act, except when used in 
amending the provisions of other Acts— 
(s * *k * 
2 
* * * * * * % 


The term ‘‘compensation”’ means any form of money remunera- 
tion, including pay for time lost but excluding tips, paid for services 
rendered as an employee to one or more employers, or as an employee 
representative [[: Provided, however, That in computing the com- 
pensation paid to any employee with respect to any calendar month 
before July 1, 1954, no part of any compensation in excess of $300 
shall be recognized, and with respect to any calendar month after 
June 30, 19! 54, no part of any compensation in excess of $350 shall be 
recognized}: Provided, however, That in computing the compensation 
—_ to any employee, no part of any month's compensation in excess of 

$300 for any month before July 1, 1954, or in excess of $350 for any 
sanih after June 30, 1954, and before July 1, 1958, or in excess of $400 
for any month after June 30, 1958, shall be recognized. A payment 
made by an employer to an individual through the employer’s payroll 
shall be presumed, in the absence of evidence to the contrary, to be 
compensation for service rendered by such individual as an employee 
of the employer in the period with respect to which the payment is 
made. An employee shall be deemed to be paid, “for time lost’’ the 
amount he is paid by an employer with respect to an identifiable 
period of absence from the active service of the employer, including 
absence on account of personal injury, and the amount he is paid by 
the employer for loss of earnings resulting from his displacement to 
a less remunerative position or occupation. * * * 


a * 4 * * * * 
BENEFITS 


Src. 2. (a) Benefits shall be payable to any qualified employee (i) 
[for each day of unemployment in excess of seven during the first 
registration period, within a benefit year, in which he will have had 
seven or more days of unemployment, and for each day of unemploy- 
ment in excess of four during any subsequent registration period in 
the same benefit year, and] for each day of unemployment in excess of 
four during any registration period, and (11) for each day of sickness 
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(other than a day of sickness in a maternity period) in excess of seven 
during the first registration period, within a benefit year, in which he 
will have had seven or more such days of sickness, and for each such 
day of sickness in excess of four during any subsequent registration 
period in the same benefit year, and (iii) for each day of sickness in a 
maternity period. 

The benefits payable to any such employee for each such day of 
unemployment or sickness shall be the amount appearing in the 
following table in column II on the line on which, in column c: appears 
the compensation range containing his total compensation w ith respect 
to employment in his base year: 


(Column I Colunm II 
Total compensation Daily benefit rat: 
$400 to $499.99_- : aes : $3. 50 
$500 to $749.99______ ; paces weeriokc Goce 1, OO 
$750 to $999.99_ — sade se Vie 1. 50 
$1,000 to $1,299.99_____- han eenntat : 5. 00 
$1,300 to $1,599.99_ ____ oe 5. 50 
$1,600 to $1,999.99_.__ pe ie oe gk Oe (ee 6. 00 
$2,000 to $2,499.99 __- ie s 6. 50 
$2,500 to $2,999.99_ _ : RAE att 7. 00 
$3,000 to $3,499.99__. _ : 7. 50 
$3,500 to $3,999.99_ _ __ . 8. 00 
$4,000 and over- eee 8. 50] 

Column I Column Il 
Total Compensation Daily Benefit Ra 
$500 to $699.99 b : $4. 50 

700 to 399.99_. E 5. 00 
1,000 to 1,299.99 a a : 3 5. 50 
1,300 to 1,599.99___- s sa ia 6. OO 
1,600 to 1.899.99. = ‘ s 6. 50 
1,900 to 2,199.99___- ~. a: 7. OO 
?, 200 to 2,499.99 EB . 7. 60 
2? 500 to 2,799.99___- 32.3 i Be 3. OO 
2 800 to 3,099.99 . ; y 8. 50 
3,100 to 8,499.99 a . 9. OO 
3,500 to 3,999.99___- 9. 50 
4 000 and o : 10. 20 


Provided, ee That if the daily benefit rate in column I/¥with 
respect to any employee is less than an amount equal to [50] 60 
per centum of the daily rate of compensation for the employee’s last 
employment in which he engaged for an employer in the base year, 
such rate shall be increased to such amount but not to exceed [$8.50] 
$10.20. The daily rate of compensation referred to in the last sentence 
shall be as determined by the Board on the basis of information fur- 
nished to the Board by the employee, his employer, or both. 
* * x * * + » 


) The maximum number of days of unemployment within a 


be ne fit year for which benefits may be paid to an mere shall be 
one hundred and thirty, and the maximum number of days of sick- 
ness, other than days of sickness in a maternity pe and. sie a bene- 
fit year for which benefits may be paid to an employee shall be one 
hundred and thirty: Provided, however, That the total amount of 
benefits which may be paid to an employee for days of unemployment 
within a benefit year shall in no case exceed the employee’s compen- 
sation in the base year; the total amount of benefits which may be 
paid to an employee for days of sickness, other than days of sickness 
in a maternity period, within a benefit year shall in no case exceed 
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the employee’s compensation in the base year; and the total amount 
of benefits which may be paid to an employee for days of sickness in 
a maternity period shall in no case exceed the employee’s compensa- 
tion in the base year on the basis of which the employee was deter- 
mined to be qualified for benefits in such maternity period[.J: And 
provided, further, That, with respect to an employee who has ten or more 
years of service as defined i in section 1 (f) of the Railroad Retirement Act 
of 1937, who did not voluntarily leave work without good cause or volun- 
tarily retire, and who had current rights to normal benefits for days of 
unemployment in a benefit year but has exhausted such rights, the benefit 
year in which such rights are erhausted shall be deemed not to be ended 
until the last day of the ertended benefit pervod determined under the 
following schedule, and the maximum number of days of, and amount 
of payment for, unemployment within such benefit year for which benefits 
may be paid to the employee shall be enlarged to include all compensable 
days of unemployment within such extended benefit period: 

The extended benefit period shall begin on 
the first day of unemployment following 
the day on which the employee exhausted 
his then current rights to normal benefts 
for days of unemployment and shall con- 
tinue for successive fourteen-day periods 
(each of which periods shall constitute a 


: registration period) until the number of 
If the employee's ‘‘years of service’’ total such fourteen-day periods totals- 


TG ani aes CRO TO a oie cw ocuie dL weiiwacwea Bk 18 
15 and over__--- ee 5 or ae 


but no such extende d benefit sini shall exte ‘ined ia the beginning of the 
first registration period in a benefit year in which the employee is again 
qualified for benefits in accordance with section 3 of this Act on the basis 
of compensation earned after the first of such successive fourteen-day pe- 
riods has begun. For an employee who has ten or more years of service, 
who did not voluntarily leave work without good cause or voluntarily re- 
tire, who has fourteen or more consecutive days of unemployment, and 
who is not a “qualified employee’’ for the general be Ma year current 
when such unemployment commences but is or becomes a “qualified em- 
ployee” for the next succeeding general benefit year, ae succeeding 
benefit year shall, in his case, begin on the first day of the month in which 
such unemployment commences. 


* * *K * * «x * 
QUALIFYING CONDITION 
Sec. 3. An employee shall be a “qualified employee” if the Board 


finds that his compensation will have been not less than [$400] $500 
with respect the base year. 


Sec. 4 (a-1) There shall not be considered as a day of unemploy- 
ment or as a ay of sickness, with respect to any employee— 
x * * * * * * 


(a-2) There shall not be considered as a day of unemployment, with 
respec t to any employee— 
a 
a 
(iii) subject to the provisions of subsection (b) of this section, 
any day with respect to which the Board finds that his unemploy- 
ment was due to a stoppage of work because of a strike in the 
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establishment, premises, or enterprise at which he was last em- 
ployed, and the Board finds that such strike was commenced in 
violation of the provisions of the Railway Labor Act or in viola- 
tion of the established rules and practices of a bona fide labor 
organization of which he was a member[;] 

[(iv) any day which is a Sunday or which the Board finds is 
generally observed as a holiday in the locality in which he regis- 
tered for such day, unless such day was immediately preceded by 
a day of unemployment and immediately followed by a day of 
unemployment or was the last day in a registration period and 
was immediately preceded by a day of unemployment: Provided, 
That if two or more consecutive days are a Sunday and one or 
more holidays, then with respect to any employee such consecu- 
tive days shall not be considered as days of unemployment unless 
they were immediately preceded by a day of unemployment and 
immediately followed by a day of unemployment or the last of 
such days was the last day of a registration period and such days 
were immediately preceded by a day of unemployment.] 

‘% * * * * * * 


CONTRIBUTIONS 


Src. 8. (a) Every employer shall pay a contribution, with respect 
to having employees in his service, equal to the percentage deter- 
mined as set forth below of so much of the compensation as is not in 
excess of $300 for any calendar month paid by him to any eg OLE 
for services rendered to him after June 30, 1939, and before July 
1954, and is not in excess of $350 for any calendar month paid by him 
to any employee for services rendered to him after June 30, 1954, and 
before July 1, 1958, and is not in excess of $400 for any calendar month 
paid by him to any employee for services rendered to him after June 30, 
1958: Provided, however, That if compensation is paid to an employee 
by more than one employer with respect to any such calendar month, 
the contributions required by this oe ‘ction shall apply to not more 
than $300 for any month before July 1, 1954, and to not more than 
$350 for any month after June 30, 19: Pe and before July 1, 1958, and 
to not more than $400 for any month after June 30, 1958, of the agere- 
gate compensation paid to said employee by all said employe rs with 
respect to such calendar month, and each employer other than a 
subordinate unit of a national railw: ay-labor-organization employer 
shall be liable for that proportion of the contribution with respect to 
mae compensation paid by all such employers which the compensation 
paid by him after December 31, 1946, to the employee for services 
during any calendar month after 1946 bears to the total compensation 
paid by all such employers after December 31, _ to such employee 
for services rendered during such month; and in the event that the 
compensation so paid by such employers to the aastineser for services 
rendered during such month is less than $300 if such month is before 
July 1, 1954, or less than $350 if such month is after June 30, 1954, and 
before July 1, 1958, or less than $400 if such month is after June 30, 
1958, each subordinate unit of a national railway-ls slot oceabtaalbin 
employer shall be liable for such proportion of any additional contri- 
bution as the compensation paid by such employer after December 
31, 1946, to such emplovee for services rendered during such month 
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bears to the total compensation paid by all such employees after 
December 31, 1946, to such employee for services rendered during 
such month: 
With respect to compensation paid prior to January 1, 
1948, the rate shall be 3 percentum; 
With respect to compensation paid after December 31 
[1947] 1958, the rate shall be as follows: 


, 


The rate with re- 
spect to compen- 
sation paid during 
the next succeed- 


If the balance to the credit of the railroad unemployment insurance account as of the ing calendar year 
close of business on September 30 of any year, as determined by the Board is: one be: 
SPOR ORO OF GUD. 6 once stn erebseninmascndneentnmnech 4 percent 
$400,000,000 or more but less than “$4 50, 000, NI shan geste rr eta 1 pereent 
$3: 50,000,000 or more but less than $400, 000, eee eet a 2 percent 
$300,000,000 or more but less than $350,000,000__.........---- 2 percent 
$250,000,000 or more but less than $300,000,000__.._...._.-_---- 2% percent 
Less than $250,000,000_ as Ss saad ie siteaisn as albgaleria a 3 percent] 
$450,000,000 or more si ws seo sack yo ap tars oa, 
$4,00,000,000 or more but less than $4: 50,000, MO Sie. ies 2% percent 
$350,000,000 or more but less than $400,000,000 BS ae Sct eee thee 3 percent 
$300,000,000 or more but less than $350,000,000__......------.- 3y percent 


Less than SIUC LOO « c watit smniarmmnmanscs male wiew . anwmmey @ DEFCONE 


As soon as practicable following the enactment ot this Act, the Board 
shall determine and proclaim the balance to the credit of the account 
as of the close of business on September 30, 1947, and on or before 
December 31 of 1948 and of each succeeding year, the Board shall 
determine and proclaim the balance to the credit of the account as of 
the close of business on September 30 of such year. 

(b) Each employee representative shall pay, with respect to his 
income, a contribution equal to [3 per centum] 4 per centum of so 
much of the compensation of such employee re presentativ e as is not 
in excess of $300 for any calendar month, paid to him for services 
performed as an siebunie representative ‘after June 30, 1939, and 
before July 1, 1954, and as is not in excess of $350 paid to him for 
services rendered as an employee representative in any calendar 
month after June 30, 1954, and before January 1, 1959, and as is not 
in eLCESS of $400 paid to him for services rendered as an employee repre- 
sentative in any calendar month after December 31, 1958. The com- 
pensation of an employee representative and the contribution with 
respect thereto shall be determined in the same manner and with the 
same effect as if the employee organization by which such employee 
representative is employed were an employer as defined in this Act. 

* * * * * * * 





NS 





MINORITY VIEWS 


We voted against reporting the bill S. 1313 favorably for the fol- 
— reasons: 

We voted in committee for a proposal to increase the tax rates 
suflic iently to assure the solvency of the railroad retirement fund but 
without unnecessarily adding to the existing difficulties of the railroad 
industry and the contributing employees by an increase in benefits 
requiring a greater increase in taxes for the preservation of the fund’s 
solvency. This proposal was defeated and we intend to support it 
if it is offered in the Senate. 

2. We particularly object to the provision added to the bill in 
committee which postpones: the application of the higher retirement 
tax rates until 1960. Experience in this field of legislation has demon- 
strated conclusively that the demand for increase in benefits is 
insatiable and runs far ahead of the ability of the fund to remain 
solvent. This bill confirms that experience. We strongly fear that 
by 1960, the fund having acquired an even larger deficit as a result 
of this bill should it become law, there will be new demands for in- 
creased benefits at the time the new and higher tax rates are to go 
into effect. These demands will be difficult to resist with the dis- 
tinct possibility that the fund is doomed to remain in a condition 
of perpetual insolvency, — benefits always outstripping the taxes 
needed to finance them, or in the alternative, with the tax rates going 
so high as to result in caicunie for and unemployment in large 
segments of the railroad industry. We shall support in the Senate a 
proposal to make the new and higher tax rates effective simultaneously 
with the effective date of the schedule of increased benefits. 

The bill would raise the taxes paid by the railroads and their 
employees at a time when the railroad industry is in a depressed 
financial condition with unemployment among its workers on the rise. 
The result of the tax increases in this bill would aggravate the existing 
economic weaknesses of the industry and cause a further increase in 
unemployment to the detriment of precisely those whom it is the 
alleged intention of the bill to benefit. 

4. In 1956, the Congress granted a 10-percent increase in retirement 
benefits to railroad employees without providing for any means of 
financing the increase. As a result, the straight-line actuarial deficit 
of the railroad retirement fund out of which such benefits are paid has 
grown to proportions threatening the solvency of the fund. At that 
time, the sponsors of the increase among the members of this com- 
mittee, as well as the representatives of the labor unions in the railroad 
industry, made a firm and unqualified commitment to come up with a 
practicable proposal at the following session of the Congress for 
financing the 10-percent increase of 1956. This bill is the result of 
that commitment. However, it not only provides for a substantial 
increase in taxes to remedy the dangerous insolvency of the fund, but 
by raising the benefits an additional 10 percent imposes an impossible 
burden on an already overburdened industry and cuts further into the 
take-home pay of railroad employees. 


H. ALEXANDER SMITH. 
BARRY GOLDWATER. 
Gorpon L. ALLort. 
Strom THURMOND. 





MINORITY VIEWS 


Although I am fully in accord with the provisions of S. 1313, I 
cannot support favorable action on such legislation this year. 

S. 1313 would raise the taxes paid by the railroads at least $125 
ilies during a period when the railroad industry is in a depressed 
financial condition to the extent that the Congress has passed legis- 
lation authorizing the loan of $500 million to the railroads for ‘the 
purpose of alleviating the serious ; financial situation which exists. 

[ am hopeful that the legislation enacted by the Congress to aid the 
railroad industry and the apparent economic recovery in the United 
States will permit the enactment of this needed legislation next year. 

The present enactment of S. 1313 would aggravate the existing 
economic weaknesses of the industry, and, in my opinion, would be to 
the ultimate detriment of the intended beneficiaries. 


Irvine M. Ives. 


2 
oO 








SUPPLEMENTAL VIEWS OF GORDON ALLOTT 


In addition to the objections we have stated in the minority report, 
three further points should be noted. First, the immediate objec- 
tive of legislation should be to bring the railroad retirement fund into 
balance including provisions to finance the 10-percent increase in 
benefits guaranteed in 1956. 

Secondly, the bill provides an additional increase in benefits of 10 
percent across the board beginning January 1, 1959, but provides no 
immediate change in the taxes to finance either these benefits or the 
existing actuarial deficiency of the fund which is at least 3.2 percent 
of payroll. The bill provides an increase in the total payroll tax on 
January 1, 1960, from ithe present 12% percent to 15 ) percent (7% per- 
cent by employees, 7 7% percent by the railroads). The real impact 
of the bill would not a felt until January 1, 1965, when the total 
rate will go to about 18 percent of payroll. Aside from the fact that 
these rates are much higher than can reasonably be extracted from 
either the railroads or the railroaders, it is not fair to mislead these 
people by giving them the benefits now and charging them later. It 
amounts to a cruel hoax to so pretend that we are giving them some- 
thing for nothing, the climax of which will be the layoffs necessitated 
by the increased costs of the bill. 

Thirdly, testimony before our committee indicated that the cost of 
this bill to the railroads alone will be about $185 million per year. 
The net income for the railroad industry for the first 5 months of this 
year was about $72 million. 

I cannot accept the theory expressed by some members of our com- 
mittee that the economic effect of this legislation on the railroads is 
relevant; nor accept the theory that we can, out of the Public 
Treasury, take care of any of the railroads that are bankrupted by 
the impact of this bill. That view merely points up the fact that this 
legislation represents a step toward the inevitable nationalization of 
the railroads. 

GorDON ALLOTT 
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INDIVIDUAL MINORITY VIEWS OF SENATOR 
STROM THURMOND 





In 1956, Congress was presented with a bill to increase by an incre- 
ment of 10-percent the benefits payable under railroad retirement for 
workers who were not already retired. There was no provision in that 
measure to provide the necessary financing for the increased benefits 
which were authorized. The committee which reported the bill, 
however, assured this body that, in the following session, a bill to 
provide the necessary financing would be re ported and, further, that 
both the representatives of the railroad workers and the railroad 
management had agreed to support such legislation. 

The bill before this body is, in substance, the proposal of the repre- 
sentatives of the railroad workers for financing the 1956 increase in 
benefits. It does contain that financing which was promised. It also 
contains an additional 10-percent increase in retirement benefits for 
both retired workers and those not vet retired, as well as increased 
benefits under unemployment compensation. Increased contribu- 
tions to pay for the 1956 benefit increases, and for the increases in 
benefits included in this bill, are also provided. 

Due to the inclusion of increased benefits, this bill is promoted as 
being in the supposed interest of the railroad workers. It is my 
opinion that rather than being in the workers’ interest, this bill con- 
stitutes a drastic blow to the welfare of railroad workers throughout 
the Nation. 

At the present time, railroad workers are contributing 6% percent 
of their first $350 monthly salary toward this retirement pli un. Under 
this bill, their contribution rate will increase initially to 74 percent on 
the first $400 of monthly earnings; it will subsequently increase again 
to a figure in excess of 9-percent on the first $400 of monthly earnings. 
In this inflationary period, it is extremely doubtful that the increased 
benefits can offset this dangerously high contribution rate. 

The testimony before the committee indicates conclusively that, as 
a result of this bill, the increased cost to the railroads will cause 
considerable additional unemployment among railroad workers. The 

testimony shows that the railroads have already cut expenditures to 

the minimum by deferring major and minor repairs, by slashing capital 
expenditures, and, and, to some extent, by reducing the level of em- 
ployment. The increase in cost imposed by this bill, according to the 
railroads’ testimony, must necessarily be borne by a further reduction 
in employment. 

Illustrative of this testimony is that of Mr. James M. Symes, presi- 
dent of the Pennsylvania Railroad Co. Mr. Symes testified that the 
Pennsylvania Railroad had operated in the red for 8 consecutive 
months beginning November 1957, with a total deficit in these 
months of approximately $28 million; and that July would also show 
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a deficit of between $4 million and $5 million. Mr. Symes further 
testified that the accumulation of a 4 cents per hour increase on wages, 
effective on May 1, and an addition! 8 cents an hour increase scheduled 
for November |, would add $26 million to the Pennsylvania’s normal 
annual wage bill. He then testified: 


If Senate bill 1313 is passed, it adds another $14 million to 
our annual payroll costs. 

If $40 million additional is added to our annual wage cost, 
on top of our present unsatisfactory showing, it can mean 
only one thing: additional unemployment, with accompany- 
ing deferred maintenance. 


The Pennsylvania is one of the largest railroads. The situation is 
substantially the same with the smaller railroads. This is illustrated 
by the testimony of Mr. Glen P. Brock, president of the Gulf, Mobile 
& Ohio Railroad Co., which had a net income in the first 6 months of 
1958 of $326,000. S. 1313, according to Mr. Brock’s testimony, will 
add an estimated $1,163,000 labor cost for this railroad. In response 
to questions concerning increased unemployment as a result of this 


bill, Mr. Brock responded: 


Mr. Brock. For each cent an hour on an annual basis, our 
cost is $200,000. Here we see in the neighborhood of 12 
cents plus approximately 9. Thisis 21. That is $4,200,000. 
Our average employee receives $5,500 a year. We would 
have to reduce someplace between 600 and a thousand 
employees. 
Senator THurmonp. If S. 1313 passes, do you mean to say 
that you would have to eliminate from your rolls, to cut off 
from your pe ayroll between—how many? How many people 
did you say‘ 
Mr. Brock. Up to 1,000, to make up this three million six, 
of which only $1,162,000 is due to S. 1313. In other words, 
a third of a thousand, or about 333 employees, would be rid- 
ing on this bill. 
Senator THuRMOND. So, over 300 men would lose thei 
jobs if this bill passes, approximately; is that right? 
Mr. Brock. That is correct. 
The testimony further shows that additional costs imposed by this 
bill on the railroads will result in the bankrupte, y of some carriers, 
and threaten others with insolvency. This testimony stands unre- 
futed. This bill will, therefore, assure either that the railroads most 
adversely affected will fail as a result of insolvency, thereby eliminat- 
ing innumerable jobs, or, in the alternative, the Federal Government 
will be forced to use taxpayers’ money to subsidize or ns are the 
railroads, in which event the oa workers stand a chance of losing 
their most effective weapon for their own welfare; to wit: collective 
bargaining. 
I realize that there are some members of this body who do not shrink 
from the thought of subsidizing the railroads with taxpayers’ money. 
The chairman of the Railroad Retirement Subcommittee stated in the 
open hearings that he was willing to vote a subsidy for our rail carriers. 
I am not. 
The committee ag ‘ec ognize «d the dire and pe ‘rilous straits to which 
the railroads will be reduced financially by this bill, and this is evi- 
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denced by the fact that the effective date of the increased rates as to 
unemployment compensation is deferred by the bill until January 1, 
1959, and the effective date of the increased rates as to retirement 
has been deferred until January 1, 1960. This tacit admission, through 
postponement, indicates that the committee, in recommending this 
bill, is reluctant to face the realities of what they here undertake. 
We cannot forever postpone the date of reckoning. The passage of this 
bill is not in the interest of the railroad workers, the public interest, 
or the interest of the railroads. It can only have a detrimental effect 
on all interests. The apparent political appeal of the bill is, also, 
illusory, for our railroad workers will be the first to feel the brunt of its 
disastrous effects. 
Strom THURMOND. 
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Mr. EastLanp, from the Committee on the Judiciary, submittec 
following 


REPORT 


[To accompany 8. 3009] 
READING ROOM 


The Committee on the Judiciary, to which was referred the bill 
(S. 3009) to amend the Immigration and Nationality Act to accord 
Korean war veterans equal naturalization privileges, having con- 
sidered the same, reports favorably thereon with an amendment in 
the nature of a substitute, and recommends that the bill, as amended, 
do pass. 

AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That, subsection (a) of section 329 of the Immigration and Nationality Act is 
amended by inserting after ‘‘December 31, 1946,” the following: “for during a 
period beginning June 25, 1950, and ending July 1, 1955,’’. 

Sec. 2. Paragraph (4) of subsection (b) of section 329 of the Immigration 
and Nationality Act is amended by inserting after ‘“December 31, 1946,” the 
following: ‘‘or during a period beginning June 25, 1950, and ending July 1, 1955,”’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to accord the same natural- 
ization benefits to members of the Armed Forces who served honor- 
ably in an active-duty status during the Korean conflict as are ac- 
corded to veterans of World War I and World War IJ. The amend- 
ment is technical in nature. 

STATEMENT 


Under the provisions of existing law contained in section 329 of 
the Immigration and Nationality Act, special naturalization benefits 
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are provided for persons who served honorably in the Armed Forces 
in an active-duty status during World War I or World War II. In 
general, that section permits the expeditious naturalization of 
veteran of World War I or World War II who served honorably in 
an active-duty status during either World War I or World War II 
if at the time of his enlistment or induction such person shall have 
been in the United States, Canal Zone, American Samoa, or Swains 
Island whether or not he has been lawfully admitted to the United 
States for permanent residence of if any time subsequent to his en- 
listment or induction he shall have been lawfully admitted to the 
United States for permanent residence. Thus, no specific period of 
residence or physical presence is required in the case of such veterans 
for naturalization. The instant bill merely confers these special 
naturalization benefits upon aliens who served honorably in an active 
duty status during the Korean conflict—the period between June 25, 
1950, and July 1, 1955. 

A letter, dated June 18, 1958, to the chairman of the Committee 
on the Judiciary of the United States Senate from the Deputy At- 
torney General relating to the bill, reads as follows: 

JUNE 18, 1958. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your en for the views 
of the Department of Justice concerning the bill (S. 3009) to amend 
the Immigration and Nationality Act to accord cases war veterans 
equal naturalization privileges. 

Existing law provides special naturalization benefits to persons 
who served honorably in the Armed Forces in an active-duty status 
during World War I or World War II. The bill would amend existing 
law to accord similar special naturalization benefits to persons who 
served honorably in the Armed Forces in an active-duty status 
between June 25, 1950, and July 1, 1955—the period of the Korean 
conflict. 

As a result of a typographical error the bill shows the date ““Decem- 
ber 21, 1946” on line 9 at page 1; the correct date is ‘‘December 31, 
1946.” Also, consistent with the amendment proposed by the bill, 
it would seem that a further amendment would be required in sub- 
section (4) of section 329 (b) of the Immigration and Nationality 
Act which provide for inserting after the date ‘December 31, 1946” 
in subsection (4) the language “or during a period beginning June 25, 
1950, and ending July 1, 1955,”’. 

The Department favors the extension of special naturalization 
benefits to veterans of the Korean war and provision for the extension 
of such benefits to them is included in the administration proposal for 
amendments to the immigration and naturalization laws (S. 1006) 
pending in your committee. With respect to the bill (S. 1006) the 
Department recently submitted to your committee a report together 
with draft legislation indicating changes required in that bill by reason 
of the enactment of Public Law 85-316. The provisions of the 
administration proposal (sec. 18 of the draft legislation or sec. 20 of 
S. 1006), would effectively accomplish the objective of the bill under 
consideration and are preferred. 
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The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 
Sincerely yours, 
LAWRENCE E. WaAtxsu, 
Deputy Attorney General. 


While the report of the Department of Justice on the bill states 
that the more comprehensive provisions of the administration pro- 
posals for revision of the provisions of the Immigration and Nation- 
ality Act relating to special naturalization benefits for veterans con- 
tained in section 20 of the bill, S. 1006, are preferred, that report also 
indicates that the Department favors the extension of the existing 
special naturalization benefits to veterans of the Korean war. The 
committee is of the opinion that because of the comprehensive nature 
of the bill, S. 1006, it requires further study and that the instant bill 
which only confers the special naturalization benefits of section 329 to 
veterans of the Korean conflict should be passed at this time. 

A letter from the Department of the Navy on behalf of the Depart- 
ment of Defense has indicated that it favors the enactment of the 
instant bill. That letter, dated July 9, 1958, reads as follows: 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 9, 1958. 
Hon. James O. EastLanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. EastLanp: Your request for comment on S. 3009, 
a bill to amend the Immigration and Nationalty Act to accord Korean 
war veterans equal naturalization privileges has been assigned to this 
Department by the Secretary of Defense for the preparation of a re- 
port thereon expressing the views of the Department of Defense. 

This bill would amend section 329 (a) of the Immigration and 
Nationality Act to afford the same benefits as regards expeditious 
naturalization to persons who served honorably on active duty in the 
Armed Forces during the period June 25, 1950, to July 1, 1955, as 
are now afforded under that section to those persons who served 
honorably on active duty during World War I or II. The present 
section, and the amendment, permit the expeditious naturalization 
of an alien or noncitizen national of the United States who served 
honorably on active duty during either World Wars I or II, or the 
Korean war, if ‘(1) at the time of enlistment or eden Bia 
person shall have been in the United States, the Canal Zone, American 
Samoa, or Swains Island, whether or not he has been lawfully admitted 
to the United States for permanent residence, or (2) at any time 
subsequent to enlistment or induction such person shall have been 
lawfully admitted to the United States for permanent residence.”’ 

The same policy considerations which warranted the grant of 
naturalization privileges to veterans of World War I and World War II 
appear to be equally applicable to veterans of the Korean war. This 
privilege was granted to Korean war veterans by the act of June 
30, 1953 (ch. 162, 67 Stat. 108), which act expired by its own terms 
on December 31, 1955. S. 3009 would provide permanent legislation 
for the benefit of those Korean war veterans who were not naturalized 
under the provisions of the act of June 30, 1953. Aliens were inducted 
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by the Army and Marine Corps, and enlisted by the Air Force during 
the Korean war. 

The enactment of S. 3009 would be of limited benefit in enabling 
— who served in the Navy during the period June 25, 1950, to 
July 1, 1955, to become naturalized. During this period, the Navy 
did ie induct any individuals into the service, aliens or otherwise, 
nor, with the exception of certain Filipinos, did it accept persons 
for enlistment unless they were citizens or nationals of the United 
States. The number of noncitizen nationals enlisted during this period 
was negligible. Commencing in 1953, the Navy has enlisted in the 
Philippines substantial numbers of Filipinos. Although these Filipinos 
served honorably during the Korean war, the legislation would not 
benefit them because they were not enlisted while in the United States 
or in any of the United States possessions specified. 

While the Department of the Navy, on behalf of the Department 
of Defense, favors the purpose of S. 3009, it is recommended that 
favorable consideration be given to S. 1006, the administration’s pro- 
posal, section 20 of which would provide for the naturalization of those 
aliens who enlisted outside the United States and served honorably 
in the Armed Forces during the Korean war. 

In addition to the foregoing, there appears to be a technical error 
on page 1 of the bill. In line : of that page, the words ‘‘December 21, 
1946” should be “we ember 31, 1946.” 

This report has been at ated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report on 

3009 to the Congress. 

Sincerely yours, 
JoHN S. McCain, Jr., 
Captain, United States Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


The proposed legislation according special naturalization benefits to 
veterans of the Korean conflict has been endorsed by the veterans 
organizations as indicated by the following communications sub- 
mitted to the committee by the author of the bill, Senator Richard L. 
Neuberger: 

VETERANS OF ForerIGN Wars 
OF THE UNITED STATES, 
Washington, D. C., April 2, 1958. 
Senator RicHarp L. NEUBERGER, 
Senate Office Building, Washington, D. C. 
(Attention: Mr. Walter H. Dodd.) 

My Dear Senator: This is to express the interest and support of 
the Veterans of Foreign Wars of the United States for your bill, S 
3009, to amend the ‘Immigration and Nationality Act to accord 
Korean war veterans equal naturalization privileges. 

5. 3009 was endorsed by the VFW national legislative committee in 
an official meeting during the month cf February 1958. If and when 
hearings should be set for this bill I would appreciate being advised so 
that a representative from this office may be present and testify in 
behalf of our organization. 

Sincerely yours, 
Omar B. Ketcuum, Director. 








| 
| 
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Tue AMERICAN LEGION, 
LEGISLATIVE COMMISSION, 
Washington, D. C., May 15, 1958. 


Mr. Watrer Dopp, 
Care of Hon. Richard L. Neuberger, 
Senate Office Building, Washington, D. C. 

Dear Mr. Dopp: In keeping with our telephone conversation of 
this afternoon, I enclose two copies of Resolution No. 16 adopted at 
the April 30 to May 2, 1958, meeting of the national executive com- 
mittee of the American Legion. 

It is my opinion that, in keeping with this resolution, our organiza- 
tion can support Senator Neuberger’s bill S. 3009 which would amend 
section 329 (a) of the Immigration and Nationality Act. 

Thanking you for calling this matter to our attention, I am 

Sincerely, 
Mixes D. Kennepy, Director. 


ReEsouution No. 16 


NATIONAL EXECUTIVE COMMITTEE MEETING, THE AMERICAN LEGION, 
HELD APRIL 30—MAY 2, 1958 


Committee: National Americanism Commission. 
Subject: Amend section 329 (a) of the Immigration and Nationality 
Act. 

Whereas, under section 329 (a) of the Immigration and Nationality 
Act, any person who, while an alien or a noncitizen national of the 
United States, has served honorably in an active-duty status in the 
Armed Forces of the United States during either World War I or World 
War II, and who, if separated from such service, was separated under 
honorable conditions, may be naturalized; and 

Whereas, any person who has served honorably in the Armed 
Forces of the United States during the Korean war is not accorded 
the same rights and privileges of naturalization as given to the veterans 
of World War I and World War II; and 

Whereas, simple justice requires that Korean war veterans be treated 
alike for they fought and died in the same manner as the veterans of 
World War I or World War II, in the service of their country, in its 
hour of need; and 

Whereas the Veterans’ Administration treats all veterans alike in 
passing on their service-incurred disabilities: Now, therefore, be it 

Resolved, That the American Legion in national executive committee 
assembled in Indianapolis, Ind., April 30-May 2, 1958, exert its 
wholehearted efforts to amend section 329 (a) of the Immigration and 
Nationality Act to read as follows (see italicized portions) : 

“Any person who, while an alien or a noncitizen national of the 
United States, has served honorably in an active-duty status in the 
military, air, or naval forces of the United States during either World 
War I or during a period beginning September 1, 1939, and ending 
December 31, 1946, or during a period beginning June 25, 1950, and 
ending July 1, 1955, and who, if separated from such service, was 
separated under honorable conditions, may be naturalized as provided 
in this section * * *,” 
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The committee, after consideration of all the facts, is of the opinion 
that the bill (S. 3009), as amended, should be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italic, while 
existing law in which no change is proposed is shown in roman) : 


SEecTION 329 OF THE IMMIGRATION AND NATIONALITY AcT 
(66 Stat. 250) 


Sec. 329. (a) Any person who, while an alien or a noncitizen 
national of the United States, has served honorably in an active-duty 
status in the military, air, or naval forces of the United States during 
either World War I or during a period beginning September 1, 1939, 
and ending December 31, 1946, or during a period beginning June 25, 
1950, and ending July 1, 1955, and who, if separated from such service, 
was separated under honorable conditions, may be naturalized as 
provided in this section if (1) at the time of enlistment or induction 
such person shall have been in the United States, the Canal Zone, 
American Samoa, or Swains Island, whether or not he has been law- 
fully admitted to the United States for permanent residence, or (2) at 
any time subsequent to enlistment or induction such person shall have 
been lawfully admitted to the United States for permanent residence. 
The executive department under which such person served shall deter- 
mine whether persons have served honorably in an active-duty status, 
and whether separation from such service was under honorable condi- 
tions: Provided, however, That no person who is or has been separ- 
ated from such service on account of alienage, or who was a con- 
scientious objector who performed no military, air, or naval duty 
whatever or refused to wear the uniform, shall be regarde d as having 
served honorably or having been separate .d under honorable conditions 
for the purposes of this section. No period of service in the Armed 
Forces shall be made the basis of a petition for naturalization under 
this section if the applicant has previously been naturalized on the basis 
of the same period of service. 

(b) A person filing a petition under subsection (a) of this section 
shall comply in all other respects with the requirements of this title, 
except that— 

(1) he may be naturalized regardless of age, and notwithstand- 
ing the provisions of section 331 of this title; 

2) no period of residence or specified period of physical 
presence within the United States or any State shall be required; 

(3) the petition for naturalization may be filed in any court 
having naturalization jurisdiction regardless of the residence of 
the petitioner; 

(4) service in the military, air, or naval forces of the United 
States shall be proved by a duly authenticated certification from 
the executive department under which the petitioner served or is 
serving, which shall state whether the petitioner served honor- 
ably in an active-duty status during either World War I or dur- 
ing a period beginning September 1, 1939, and ending December 
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31, 1946, or during a period beginning June 25, 1950, and ending 
July 1, 1955, and was separated from such service under honorable 
conditions; and 

(5) notwithstanding section 336 (c) of this title, the petitioner 
may be naturalized immediately if prior to the filing of the 
petition the petitioner and the witnesses shall have appeared be- 
fore and been examined by a representative of the Service. 

(c) Citizenship granted pursuant to this section may be revoked in 
accordance with section 340 of this title if at any time subsequent to 
naturalization the person is separated from the military, air, or naval 
forees under other than honorable conditions, and such ground for 
revocation shall be in addition to any other provided by law. The 
fact that the naturalized person was separated from the service under 
other than honorable conditions shall be proved by a duly authen- 
ticated certification from the executive department under which the 
person was serving at the time of separation. 

(d) The eligibility for naturalization of any person who filed a 
petition for naturalization prior to January 1, 1947, under section 701 
of the Nationality Act of 1940, as amended (56 Stat. 182, 58 Stat. 886, 
59 Stat. 658; 8 U.S. C. 1001), and which is still pending on the effective 
date of this Act, shall be determined in accordance with the provisions 


of this section. 
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Mr. Hiut, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8, 3268] 


The Senate ae e on Labor and Public Welfare, to whom was 
referred the bill (S. 3268) to amend the National Science Foundation 
Act of 1950, as coanee and for other purposes, having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 8, commencing on line 18, strike out entire section 9, 


GENERAL STATEMENT 


In view of the increase in the activity of the National Science 
Foundation in the last few years, the committee believes that there is a 
need for amendments to the National Science Foundation Act of 1950 
to permit the Foundation to function more effectively. This increased 
volume of work has made certain changes in the act essential. Fore- 
most among these is the requirement that each grant for a fellowship 
and each grant for scientific research come be fore the entire National 
Science Board for approval. This not only puts an undue burden on 
the National Science Board and interferes with its ability to devote a 
greater proportion of its time to policy matters, but also makes it 
impossible to fit the mechanics of the Foundation to the needs of the 
Nation’s scientists. A grant for research, no matter how urgent, 
must await a meeting of the Board. It is proposed, therefore, to 
authorize the Board to delegate to its Executive Committee or the 
Director the authority to approve such research and fellowship grants 
or classes thereof as it deems wise. This will not remove any authority 
from the Board, as the provision is purely permissive in character and 
the Board will be able to prescribe whatever limitations and safe- 
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guards it deems desirable whenever such a delegation is made. This 
change is contained in section 2 and section 3 of this bill. 

In view of the increased recognition of our ultimate dependence on 
improved exchange of scientific information not only among scientists 
in this country but also with those abroad, this bill also provides that 
the Foundation may, with the approval of the Secretary of State, un- 
dertake programs for the support of foreign nationals in their scientific 
studies and may also support such scientific activities abroad as may 
be deemed to be in the interest of the United States. We believe it is 
essential that the Foundation have this authority, although there are 
no present plans for a large program in this area. , 

The amendment proposed to the bill removes specific authority to 
the Foundation to provide for the training of its staff. Since this bill 
was introduced, an act has been passed (Public Law 507, 85th Cong., 
2d sess.), giving this authority to Government agencies as a whole 
under the supervision of the Civil Service Commission. Therefore, 
it is not necessary or desirable to provide specific authorization to the 
Foundation for this purpose. 

The balance of the bill provides for several other changes, chiefly 
of a technical nature. No change has been made in the sections of 
the National Science Foundation Act relating to the development and 
encouragement of a national poliey for the promotion of basic research 
and education in the sciences. This committee has noted with 
interest and approval the activities which the Foundation has con- 
ducted in carrying out this mandate. Among the more important 
of these activities, in the light of present national concern with our 
scientific and technical training, are those designed to improve the 
training of scientists and engineers in this country. The Foundation 
had been conducting programs designed to stimulate improved subject 
matter training for teachers of science, to improve scientific curricu- 
ums, and to motivate more of our most able young people into careers 
in science an@ technology. These programs have had wide accept- 
ance and should be continued. 

The committee has received the following letter from the Director 
of the Bureau of the Budget, endorsing this legislation as consonant 
with the President’s program: 

Marcu 21, 1958. 
Hon. Lister Hit, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
February 14, 1958, requesting the views of the Bureau of the Budget 
on S. 3268, “to amend the National Science Foundation Act of 1950, 
as amended, and for other purposes.”’ 

This bill incorporates amendments of the National Science Founda- 
tion Act proposed by the Foundation in a letter to the President of 
the Senate dated February 10, 1958. It is believed that the changes 
in basic legislation proposed, involving chiefly technical amendments, 
will facilitate the work of the Foundation in promoting basic research 
and other activities related to this mission. Accordingly, the Bureau 
of the Budget would have no objection to enactment of S. 3268. 

Sincerely yours, 
Ronert E. Merriam, 
Deputy Director. 


DEPOSITED py THE 
UNITED STATES OF AMERICA 
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SECTIONAL ANALYSIS 


There is set forth below an analysis of each section of the National 
Science Foundation Act of 1950 which would be amended by the pro- 
posed legislation. 

Section 1 

The changes proposed for section 4 (d) and section 4 (e) of the 
National Science Foundation Act of 1950 relate to the annual meeting 
of the Board and are made because of the fact that at the present time 
elections of officers of the Board for 2 years must take place at the 
annual meeting in December, whereas the terms of one-third of the 
members of the Board expire every second year on May 10. Accord- 
ingly, elections must presently be held 5 months before there is a 
change in the Board membership and, among the candidates for office, 
there often are those whose terms are expiring in the subsequent May. 
It would be desirable, therefore, to have the annual meeting after the 
new members are appointed and confirmed by the Senate so that the 
Board may elect its officers with knowledge of its composition for the 
ensuing 2 years. The latitude in setting the actual date is to permit 
the accommodation of as many members as possible in order to assure 
the fullest possible attendance at the annual meeting. 

Sections 2 and 3 

The changes proposed for section 5 (b) and section 6 (a) and section 

(b) of the National Science Foundation Act of 1950 are all related 
to the same purpose. At the present time, the Board must approve 
the award of each fellowship and each grant or contract for basic 
research. This rigid requirement has posed serious problems for 
efficient operation in several instances. For example, when grants 
were being made for supplies for the scientific expedition to Antarctica 
in connection with the International Geophysical Year, time was of 
the essence. The lack of a Board meeting at which a contract or 
grant could be approved at the proper moment was an obstacle to 
assuring the timely arrival of equipment for the scientists. Under 
the proposed change, it is contemplated that the Board might delegate 
specific authority to its Executive Committee or to the Director to 
approve grants for contracts between meetings of the Board in certain 
situations. The change in the required size of the Executive Com- 
mittee is suggested for the purpose of giving the Board authority to 
constitute a smaller Executive Committee which could more easily 
be assembled for emergency action. In any event, the Board would 
still retain complete power to grant such authority or not as the whole 
Board saw fit. 

Section 4 

The deletion of the words “accredited” and “of higher education” 
in section 10 of the National Science Foundation Act of 1950 is 
intended to take care of the relatively rare situation where the success- 
ful competitor for a fellowship wishes to study or work at a research 
institution in his field which is not an educational institution; for 
instance, at one of the National Institutes of Health. It is felt that, 
where the scientists judging the merit of the prospective fellow and his 
course of study or work believe that the applicant’s proposal is sound, 
it is undesirable to limit his choice of institution in every case to an 





4 AMENDMENTS TO THE NATIONAL SCIENCE FOUNDATION ACT 


educational institution. The addition of the words ‘demonstrated 
and potential” in section 10 is for purposes of clarification. 
Section 5 

The changes proposed in section 11 (c) and section 11 (d) of the 
National Science Foundation Act of 1950 are technical and are 
intended to bring these sections in accord with the changes proposed 
for section 13. The change proposed in section 11 (e) is for purposes 
of clarification. At the present time, the law does not, for instance, 
specifically authorize the acquisition of property by condemnation or 
disposition of property, such as a scientific facility, by grant. These 
powers, however, seem to be inherent in the act so that the Founda- 
tion would have authority to support the conduct of basic research 
by acquiring property through Saaee or through assisting an 
institution to acquire a necessary facility held by the Foundation. 
It is, however, suggested that this section be clarified to make the 
authority explic it. 
Sections 6, 7, and 8 

The changes proposed in section 13 of the National Science Founda- 
tion Act of 1950 are intended to permit the Foundation, with the ap- 
proval of the Secretary of State, to support or to facilitate international 
scientific activities rather than merely to cooperate in research activ- 
ities, and to award scholarships and fellowships or make other arrange- 
ments with foreign nationals for scientific study or scientific work. 
At the present time, the Foundation cannot grant scholarships or 
fellowships to foreign nationals and this amendment would remove 
this disability. The new section 13 (b) is designed to give the Founda- 
tion statutory authority to carry out scientific activities abroad in 
the interest not only of science but of our foreign relations. This 
authority would only be exercised where such undertakings are deemed 
to be in the interest of the United States, and with the approval of the 
Secretary of State. In the present era, no one country can have any 
monopoly of scientific talent and it is essential that we place ourselves 
in a position to cooperate more effectively with scientists abroad. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is in italic, existing law in 
which no change is proposed is shown in roman): 


NATIONAL SCIENCE FouNDATION Act oF 1950 
* * 7 om 7 * an 


Suc. 4. (d) The Board shall meet annually [[on the first Monday 
in] on a day during the last two weeks of [Dec ember] May and at 
such other times as the Chairman may determine, but he shall also 
call a meeting whenever one-third of the members so request in writing. 
A majority of the voting members of the Board shall constitute a 
quorum. Each member shall be given notice, by registered mail 
mailed to his last-known address of record not less than fifteen days 
prior to any meeting, of the call of such meeting. 


Pe? 
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(e) The first Chairman and Vice Chairman of the Board shall be 
elected by the Board to serve until the first Monday in December next 
succeeding the date of election at which time a Chairman and Vice 
Chairman shall be elected for a term of two years. Thereafter such 
election shall take place at the second annual meeting occurring [at 
the end of] after each such [term] election. The Vice Chairman shall 
perform the duties of the Chairman in his absence. In case a vacancy 
occurs in the chairmanship or vice chairmanship, the Board shall elect 
a member to fill such vacancy. 

Sec. 5. (b) In addition to the powers and duties specifically vested 
in him by this Act, the Director shall, in accordance with the policies 
established by the Board, exercise the powers granted by sections 10 
and 11 of this Act, together with such other powers and duties as may 
be delegated to him by the Board; but no final action shall be taken by 
the Director in the exercise of any power granted by section 10 or 11 
(c) unless in each instance the Board has reviewed and approved the 
action proposed to be taken [[.], or such action is taken pursuant to the 
terms of a delegation of authority from the Board to the Director or to the 
Executive Committee. 

Sec. 6. (a) The Board is authorized to appoint from among its 
members an Executive Committee, and to assign to the Executive 
Committee such of the powers and functions granted to the Board by 
this Act as it deems appropriate; except that the Board may not as- 
sign to the Executive Committee the function of establishing policies 
[, for the function of review and approval (except review and ap- 
proval of minor modifications of contracts or other arrangements pre- 
viously approved by the Board), to be exercised by the Board in 
accordance with section 5 (b)]. 

(b) If an Executive Committee is established by the Board— 

(1) Such Committee shall consist of the Director, as a non- 
voting ex officio member, and not less than five nor more than nine 


other members elected by the Board from among their number. 
(2) -eo@ 
(3) * * * 
(4) * * * 
=z: 
of ~ ~ * * ~ > 


Sec. 10. The Foundation is authorized to award, within the limits 
of funds made available specifically for such purpose pursuant to 
section 16, scholarships and graduate fellowships for scientific study 
or scientific work in the mathematical, physical, medical, biological, 
engineering, and other sciences at appropriate [accredited] nonprofit 
American or nonprofit foreign institutions [of higher education] 
selected by the rec ipieni of such aid, for stated pe riods of time. Per- 
sons shall be selected for such scholarships and fellowships from among 
citizens of the United States, and such selections shall be made solely 
on the basis of demonstrated and potential ability; but in any case in 
which two or more applicants for scholarships or fellowships, as the 
case may be, are deemed by the Foundation to be possessed of sub- 
stantially equal ability, and there are not sufficient scholarships or 
fellowships, as the case may be, available to grant one :o each of 
such applicants, the available se holarship or se holarships or fellowship 
or fellowships shall be awarded to the applicants in such manner as 
will tend to result in a wide distribution of scholarships and fellow- 
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ships among the States, Territories, possessions, and the District of 
alee 

SEC. The Foundation shall have the authority, within the 
limits of sonal ible appropriations, to do all things necessary to carry 
out the provisions of this Aci, including, but without being limited 


thereto, the authority 
(a) * * * 


(b * * x 

(c) to enter into contracts or other arrangements, or modifi- 
cations thereof, for the carrying on, by organizations or individuals 
in the United States and foreign countries, including other govern- 
ment agencies of the United States and of foreign countries, of 
such [basic] scientific [research] activities as the Foundation 
deems necessary to carry out the purposes of this Act, and, at 
the request of the Secretary of Defense, specific scientific 
[research] activities in connection with matters relating to the 
national defense, and, when deemed appropriate by the Founda- 
tion, such contracts or other arrangements, or modifications 
thereof, may be entered into without legal consideration, without 
performance or other bonds, and without regard to section 3709 
of the Revised Statutes; 

(d) to make advance, progress, and other payments which 
relate to scientific [research] activities without regard to the 
provisions of section 3648 of the Revised Statutes (81 U.S. C 
sec. 529); 

(e) to acquire by purchase, lease, loan, [or] gift, condemnation, 
or otherwise, and to hold and dispose of by grant, sale, lease, for] 
loan, or otherwise, real and personal property of all kinds necessary 
for, or resulting from, the exercise of authority granted by this 


Act. 
(f) k * + 
(or) * * * 
ee 
(1) * * * 
* * * * « « re 


Src. 13. (a) The Foundation is hereby authorized to [cooperate in] 
facilitate any iniernaiional scientific [research] activities consistent 
with the purposes of this Aci and to expend for such international 
scientific [research] activities such sums within the limit of appro- 
priated funds as the Foundaiion may deem desirable. The Director, 
with the approval of the Board, may defray the expenses of repre- 
sentatives of Government agencies and other organizations and of 
individual scientisis to accredited international scientific congresses 
and meetings whenever he deems it necessary in the promotion of the 
objectives of this Aci. Jn this connection, with the approval of the 
Secretary of State, the Foundation may undertake programs granting 
scholarships and fellowships to, or making other similar arrange ments 
with, forergn nationals for scientific study or scientific work in the United 
States or fore qn countries without regard to section 10 or the afi lavit of 
allegiance to the United States required by section 15 (d) (2) of this Act. 

(b) The Foundation is also authorized, with the approval of the Secre- 
tary of State, to undertake programs providing for the conduct or facilita- 
tion of such other scientific activities abroad as are deemed to be in th: 
interest of the [ nited State S. 
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[(b)] (c) (1) The authority to enter into contracts or other arrange- 
ments with organizations or individuals in foreign countries and with 
agencies of foreign countries, as provided in section 11 (c), and the 
authority to [cooperate in] facilitate international scientific [re- 
search] activities as provided in subsections (a) and (6) of this section, 
shall be exercised only with the approval of the Secretary of State, to 
the end that [such] authority to undertake such programs shall be 
exercised in such manner as is consistent with the foreign policy 
objectives of the United States. 

[(b)] (c) (2) If, in the exercise of the authority referred to in 
paragraph (1) of this subsection, negotiation with foreign countries 
or agencies thereof becomes necessary, such negotiation shall be 
carried on by the Secretary of State in consultation with the Director. 


O 








Calendar No. 2433 


85TH CONGRESS SENATE \ Report 
2d Session No. 2368 


PROVIDING FOR ADDITIONAL PAYMENTS TO INDIANS OF THE 
CROW CREEK SIOUX RESERVATION, 8. DAK., WHOSE LANDS 
HAVE BEEN ACQUIRED FOR THE FORT RANDALL DAM AND 
RESERVOIR PROJECT 


Avucust 14, 1958.—Ordered to be printed 


Mr. Nevusercer, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany H. R. 12670] 


MAI 
READING ROS 


The Committee on Interior and Insular Affairs, to. whom was 
referred the bill (H. R. 12670) to provide for additional payments to 
Indians of the Crow Creek Sioux Reservation, S. Dak., whose lands 
have been acquired for the Fort Randall Dam and Reservoir project, 
having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do _ pass. 

The amendment is as follows: 

On page 1, line 9, strike the figure “$2,019,219.94” and insert 
“$1 395,811.94”, 

PURPOSE OF THE BILL 


The purpose of H. R. 12670 is to authorize and direct the Secretary 
of the Army to pay the sum of $996,499 (the difference between 
$1,395,811.94 as set out in the bill and $399,312.94 which has already 
been deposited in court in condemnation proceedings) to the Crow 
Creek Sioux Tribe in settlement of all claims arising out of the con- 
struction of the Fort Randall Dam and Reservoir on the Crow Creek 
Indian Reservation in South Dakota. About 9,514 acres of land were 
acquired for the project by condemnation. 

The Fort Randall Dam gates were closed on July 21, 1952, and the 
land has been inundated but the amount payable as just compensa- 
tion has not been judicially determined and payment has not been 
made for incidental claims. 

H. R. 12670 has the endorsement of the Departments of the Army 
and Interior and the Tribal Council of the Crow Creek Sioux Tribe. 


20006 
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BACKGROUND 


The Crow Creek Sioux Reservation is located 30 miles southeast 
of Fort Pierre and 10 miles north of Chamberlain, in Brule, Buffalo, 
Hughes, and Hyde Counties of South Dakota on the east bank of 
the Missouri River. The reservation has an area of 155,227 acres 
of which about 9,514 are within the taking area of the Fort Randall 
Dam and Reservoir project. The Lower Brule Sioux Reservation 
borders on the west bank of the Missouri River and shares the river 
bed with the Crow Creek Tribe. 

There are approximately 840 permanent residents on the Crow 
Creek Reservation and 1,475 enrolled members of the tribe. The 
chief sources of family income are from sale of livestock, State and 
Federal welfare assistance, Government employment, irregular wages, 
and land sales and leases. 

Closing of gates of Fort Randall Dam necessitated the evacuation 
and resettlement of 84 families and resulted in the flooding of 9,514 
acres of Indian land as follows: 


Acres 

I a at ceeds wine evan inde i ica ema 447 
Meadow and MD oa i sa a an 0k fae sn as ao “as asi ar sc ss baci Sc Sin as to diel Ds es ad ese swacgs i: Gee 
I I ee estan an sep aw ocr i it-hicab Gees arab a ta leh we ok 4, 569 
a a eS Be ea bel meneoume 1, 93% 
ee a ath k a Rae ce Ce nani emeuew ema 374 
aN a i re atin 9, 514 


The flooded bottom lands include a large portion of the timber and 
woodland which give winter protection to livestock and furnishes fuel 
and building materials for the Indian families, a loss which can never 
be replaced by natural means. 


HISTORY 


H. R. 12670 comes to Congress as the result of the Flood Control 
Act of December 22, 1944 (58 Stat. 887, 891) which authorized the 
construction of the Fort Randall Dam and Reservoir project as part 
of the comprehensive plan for flood control and protection of the 
Missouri River Basin. Condemnation proceedings were begun in 
August 1953 for the acquisition of the necessary land and funds in the 
amount of $375,612.94 were deposited in court as estimated just com- 
pensation. 

By the act of July 6, 1954 (68 Stat. 452), the Chief of Engineers, 
Department of the Army, and the Secretary of the Interior, jointly 
representing the United States, were authorized and directed to nego- 
tiate with the Crow Creek Indians for the acquisition of the lands in 
question. The Attorney General was requested to withhold further 
action in the condemnation proceedings while negotiations were 
undertaken. 

Appraisals prepared by the Missouri River Basin Investigation staff 
(MRBI), an ad hoc agency of the Bureau of Indian Affairs, under the 
1954 act totaling $399,312.94 were adopted as a basis of negotiations. 
These negotiations were unsuccessful. Thereafter the Departments 
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of the Army and Interior requested the Attorney General to proceed 
with condemnation proceedings. 

On January 21, 1955, a declaration of taking was filed vesting in 
the United States title to the 9,514 acres, subject to a reservation to 
the Indians of oil and gas rights. An additional sum of $23,700 based 
on the MRBI appraisal was deposited with the court, making a total 
of $399,312.94 as estimated just compensation. On March 22, 1955, 
the court entered an order authorizing the disbursement of 
$365,077.99 for the benefit of the Indian owners. To date, however, 
the issue of just compensation has not been tried and no determina- 
tion has been made as to the amount to be paid by the Government 
(MRBI Repts. Nos. 124 and 138). 

Section 1 of H. R. 12670 provides that the difference between 
$1,395,811.94 and the sum paid under condemnation ($399,312.94) 
is to be deposited in the Treasury to the credit of the Crow Creek 
Sioux Tribe. The sum of $126,000, which represents increased values 
of land within the taking area, is to be credited to former owners on 
a prorated basis. 

FURTHER EXPLANATION 


The Indians, the Corps of Engineers, and the Bureau of Indian 
Affairs have agreed on $1,395,811.94 as the amount to be paid for all 
claims involved in the matter. This sum covers both tangible and 
intangible damages as follows: 

Intangible: 
MRBI estimate of indirect damages, reestablishing Indian 
living facilities, restoring income earning capacity, losses 
resulting from reduction in timber, wildlife, and natural Amount 


products ee ee $840, 025. 00 


Tangible: 
14 of the value of the bed of the Missouri River separating 
Crow Creek and Lower Brule Reservations (34 of 10,158 


acres, at $6) _- Se Rea ee Be ee lk UA el eas . 30, 474. 00 
Army estimate of fair value of land (original estimate, 
$399,312.94 plus increased land values since 1953, $126,000) _ 525, 312. 94 








RR ire he ata ata acindetd wins ae ee wears a 1, 395, 811. 94 


The first of these items is for loss of subsistence and livelihood and 
related claims stemming from the taking of the bottom and timber 
lands. ‘The members of the tribe were forced to move from the taking 
area which contained fertile alluvial soil, sheltered valleys, timber, 
wildlife, wild products, and a water supply. They were forced to 
relocate on land ill suited for homes, ranches, and farms. It has been 
necessary to build artificial livestock shelters, since the river bluffs 
which formerly provided protection have been lost. Many families 
have had to dig artesian wells 1,000 to 1,300 feet deep on the uplands 
to replace shallow surface wells on the bottom lands. Losses to the 
Indians from the reduction in the annual harvest of timber, cordwood, 
wildlife, and natural products have been considered and agreed upon 
by appraisers. In recognition of these and other intangible losses, the 
sum of $840,025 has been agreed upon. 
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The Crow Creek and Lower Brule Reservations include approxi- 
mately 10,158 acres in the bed of the Missouri River valued by the 
tribes at $6 per acre. ‘The House deemed it in the overall interest 
that this acreage be removed from tribal ownership to prevent juris- 
dictional disputes and conflicts which would arise from exercise of 
treaty rights, and the committee agress that this should be done. 
Accordingly, the bill provides for payment to the tribe of one-half 
the total value placed by it on the river bed lands, or $30,474. 

The MRBI estimate of fair market value of the land taken for the 
dam in 1952 was $399,312.94. In view of the general increase in land 
values in South Dakota since the date of taking, an approximate 
increase of 31.5 percent has been made in land values. Thus the sum 
of $399,312.94 was increased by $126,000 to $555,786.94. 


SECTIONAL ANALYSIS 


Section 1 authorizes and directs the Secretary of the Army to pay 
to the Crow Creek Sioux Tribe and individual Indian owners in settle- 
ment of all claims, rights, and demands of the tribe arising from the 
construction of the Fort Randall Dam and Reservoir project an 
amount (approximately $996,499) equal to the difference between 
$1,395,811.94 and what has already been paid into court for the 
9,514.31 acres of land taken in condemnation proceedings. 

Section 2 provides that the payments authorized in section 1 shall 
be de posited in the United States ‘Treasury to the credit of the Crow 
Creek Sioux Tribe and shall draw interest at the rate of 4 percent per 
annum. The sum of $126,000, representing increased Jand values 
between the date of the taking and the present, is to be allocated to 
the former owners on a prorated basis, and the portion of this sum 
which is allocated to individual Indian lands is to be credited to the 
individuals’ accounts. ‘This section also provides that moneys paid 
as just compensation shall not be subject to any lien, debt, or claim 
except delinquent debts owed to the United States or the tribe. 
Finally, section 2 provides that the cost of moving dwellings and other 
buildings from the project area shall be paid from payments authorized 
under section 1. 

Section 3 revests in the former owners the mineral rights in the land 
taken through condemnation proceedings but provides that explora- 
tion and development of the minerals, including oil and gas, shall be 
subject to reasonable regulations imposed by the Secretary of the 
Army. 

Section 4 grants permission to individual Indians to retain, without 
charge, timber and improvements previously removed from the land 
within the taking area. It also permits former owners to cut and 
remove, without charge, until September 30, 1958, other salvageable 
material within the taking area. After September 30, 1958, salvage 
rights may be exercised by the tribal council. 

Section 5 grants the tribe and its members the exclusive permission, 
without cost, to graze livestock on the land between the water level of 
the reservoir and the exterior boundary of the taking area, and grants 
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the tribal members, without cost, access to the shoreline of the reser- 
voir, including permission to fish and hunt, subject to regulations 
governing corresponding use by other citizens of the United States. 

Section 6 deals with the ac quisition of substitute land for individuals 
whose lands have been taken, with the consolidation of land holdings, 
and with the elimination of fractional heirship interests. It provides 
for the purchase of lands for these purposes. It also authorizes the 
Secretary to partition or sell individually owned land, in which all 
interests are in trust or restricted status, upon the request of owners 
of not less than 51 percent interest in the land. This authorization is 
limited to carrying out the three named purposes of this section. Any 
partition sale must be by competitive bid except that, if the owners of 
not less than 51 percent interest in the land agree, any owner of an 
interest in the land or the tribe, if the land is within the reservation, 
will have the right to purchase the land prior to competitive sale at 
not less than its appraised value. If more than one such preference 
right is claimed, the sale is to be by competitive bid but limited to the 
tribe and to the persons entitled to a preference. The Secretary of 
the Interior, for the purpose of such sale, is authorized to represent 
minors or other Indians under legal disability and, after giving notice 
by publication, may represent absent Indian owners who cannot be 
located. 

Section 7 specifies that no part of any expenditure made by the 
United States shall be charged as an ofiset or counterclaim against 
any tribal claim which rose prior to the effective date of the act. 

Section 8 provides that the Secretary of the Treasury, upon certi- 
fication by the Secretary of the Interior, shall rermburse the Crow 
Creek Sioux Tribe up to $100,000, of which not more than $50,000 
shall be reimbursable as attorney fees. 

Section 9 authorizes the appropriation of such amounts as may be 
necessary for the purposes of this act. 

Section 10 provides that all payments to the tribe and individual 
Indians under this act or condemnation proceedings shall be exempt 
from all forms of State and Federal taxation. 

Section 11 preserves the right of any individual to reject the sum 
offered him as his share of the $126,000 in accordance with the prora- 
tion under section 2 of this act by filing a notice of rejection with 
the Chief of Engineers within 1 year from the date of the act. If 
the court fixes an amount in excess of the amount theretofore tendered 
to him, the Secretary of the Army shall deposit the difference in 
court. The individual contestant is not to be charged court costs, but 
all other costs and expenses including counsel fees, are to be borne 
by him. 

DEPARTMENTAL REPORTS 


Favorable reports on H. R. 6125 and H. R. 6204, and S. 2215 and 
S. 3225, companion bills to H. R. 12670 are as follows: Secretary of 
the Interior dated March 21, 1958, Secretary of the Army, dated 
May 15, 1957, and Bureau of the Budget dated April 16, 1958. Also 
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set forth is letter of April 17, 1958, from the Department of the 
Interior submitting a proposed redraft of H. R. 10786, and the 
Department of the Army’s comments thereon: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C. Mareh el, 1958, 
Hon. Crater ENGLE, 
Cha v7 nan, Committee On Inte ; ior and / rsular Affairs, 
House of Re prese ntative Ss, Vi ‘ashi gton, dD, C 

Dear Mr. Encue: Your committee has requested a report on 
H. R. 6125, a bill to provide for the acquisition of lands by the United 
States required for the reservoir created by the construction of 
Randall Dam on the Missouri River and for rehabilitation of the 
Indians of the Crow Creek Sioux Reservation, 5. Dak., and for other 
purposes. 

We recommend that the bill be enacted if it is amended as sugges sted 
in this report. 

The bill transfers to the United Sto (itle to all lands within the 
taking area of the Randall Dam and Reservoir project that belong to 
the Indians of the Crow Creek Sioux Reservation, and provides for 
the payment to the Indians of the following sums: 

1. $685,137.62 as compensation for the lands, excluding mineral 
rights, which are reserved to the Indian owners. 

2. $1,132,452 as compensation for indirect damages sustained by 
the Indians. 

3. $5,686,036 for the rehabilitation of all enrolled members of the 
tribe whether or not residing within the taking area and for the 
relocation and reestablishment of members residing within the taking 
area. 

In addition, the bill provides for expenditures by the United States 
in ana indeterminable at this time for the following purposes 

Deficiency judgments for fair compensation awarded in judic ‘ial 
sgekadeas, initiated when Indians reject the final appraisal figures 
for their lands. 

Removal and reestablishment of Indian cemeteries, monuments 
and shrines. 

3. Relocation and reconstruction of the Crow Creek Agency, 
schools, hospitals, service buildings, agent’s and employees’ quarters, 
roads, and bridges. 

4. Expenses of the tribal council incurred in negotiations leading 
up to the making and ratification of the agreement embodied in the 
bill, but not to exceed $100,000. 

In adc lition, the bill gives the Indians the following privileges: 

1. The right to cut and remove timber, and to salvage any portion 
of improvements, including agency structures, without any deduction 
in the amount paid for the land. 

The right to reside on the land without charge after title has 
passed to the United States until the gates of the dam are closed. 
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The right to graze stock between the water level of the reservoir 
and the boundary of the taking area. 

The perpetual right of access to the taking area for hunting and 
fishing without charge. 

The right to acquire substitute lands, the titles thereto to be 
held by the United States in trust. 

The following amendments to the bill are recommended: 

1. On pages 1 and 2, revise section 1 to read in its entirety as 
follows: “in addition to the fair value of the lands or interests in lands 
belonging to the Indians of the Crow Creek Reservation that were 
acquired by the United States for the purposes of the Randall Dam 
and Reservoir project by condemnation in the case of United States v. 
Crow Creek Tribe of Sioux Indians et al. (Civil Action 844, S. D., 
covering 269.24 acres, and Civil Action 184, covering 9,148.69 acres 
filed in the United States District Court for the District of South 
Dakota, central division, such Indians shall receive the additional 
payments and benefits provided for in this act.” 

Title to the lands in question is already vested in the United States 
pursuant to a condemnation action that is now pending in which a 
declaration of taking has been filed. The bill should recognize this 
fact, rather than purport to convey to the United States a title which 
the United States already has acquired. 

We believe that there is no need for a tribal referendum to deter- 
mine whether the Indians accept the provisions of the act since the 
title to the land has already been acquired by the Federal Government 
and the bill provides only for benefits in addition to fair compensation 
for the land. 

2. On pages 2 and 3, revise section 2 to read in its entirety as 
follows: 

“Sec. 2. (a) The Secretary of the Army shall pay out of funds ap- 
propriated for the construction of the Randall project the sum of 
$ , representing indirect damages, which sum, together with 
the sums paid to the tribe and the members thereof as direct damages 
for the land acquired pursuant to the condemnation action referred to 
in section 1 of this Act, shall be in final and complete settlement of all 
claims, rights, and demands of the tribe and its members arising out 
of the construction of Randall project. The sum appropriated as in- 
direct damages pursuant to this subsection and the sum payable to 
the tribe as direct damages pursuant to said condemnation action 
shall be deposited to the credit of the tribe in the Treasury of the 
United States, and shall draw interest at the rate of four percent per 
annum until expended. One-half of such sums shall be consolidated 
with the appropriations made pursuant to section 5 of this Act, and 
shall be spent in accordance with the provisions of section 5. Out of 
the remainder of such sums shall be paid the cost of moving dwellings 
and other buildings owned by Indians from the Fort Randall Reser- 
voir area. No part of such sums shall be used for per capita payments. 

“(b) The Secretary of the Army shall pay to the former owners of 
each tract of land acquired pursuant to the condemnation action re- 
ferred to in section 1 of this Act the difference, if any, between the 
appraised value of the tract by the Missouri River Basin investiga- 
tion staff, increased by 5 percent, and the compensation awarded by 
the court.”’ 

With respect to direct damages, the bill provides for the payment 
of $685,137.62. This Department and the Corps of Engineers 
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agreed, during the course of negotiation under Public Law 478, 83d 
Congress (68 Stat. 452), on an appraised value of $398,352.99. As 
required by Public Law 478, a report regarding those cenitiations 
was submitted separately to the Congress. A payment of $420,000 is 
justified because of an estimated increase of approximately 5 percent 
in land values from November 1951, the date of the Missouri River 
Jasin investigation appr: aisal of $398,352.99 and January 21, 1955, the 
filing date of ‘the declaration of ts iking. 

With respect to indirect damages, the bill provides for the payment 
of $1,132,452. The Corps of Engineers offered during the negotia- 
tions under Public Law 478 to pay 25 percent of the appraised land 
values or $99,588.25, to cover moving and reestablishing costs. In- 
direct damages, however, include more than those costs, and have been 
estimated by the Missouri River Basin investigations staff of this 
Department at $840,025. That estimate is submitted without rec- 
ommendation reg yarding the dollar figures to be fixed by the Con- 
gress. The basis for the estimate is explained in detail in Report No. 
138, Damages to Indians of 5 Reservations From 3 Missouri River 
Reservoirs in North and South Dakota, copies of which were sub- 
mitted to the 83d Congress with our report on H. R. 2233 (Publie Law 
776). The following figures, which are excerpts from table 1 of that 
report, show the comparisons between the Missouri River Basin 
investigations estimates of indirect damages and the amount allowed 
or proposed to be allowed by the Congress for the Cheyenne River, 
Crow Creek, and Lower Brule Reservations: 








Type of damage Cheyenne | Crow Creek | Lower Brule 

River } 

| | | 
Cost of reestablish! ng homes, ranches, and economy. Sépnnnlt 61,081,001 | $138, 355 | $102, 915 

Timber, wildlife, and wik ilife product losses (in exce ss of | | 
appraised v alue of PONPOEED CNNRIIONT oii cditetkincinnnccneedl | 1, 664, 887 } 694, 750 | 472, 821 
Potential increase in value of irrigated land........-..-.--..-- 19, 370 | 6, 920 | 14, 460 
Total. sib SRE, ABE OOE 1 590, 196 
Payment suthorized ‘by nn fee on | Bi; WE ES Veewenesesncucel eaten as 
Payment proposed in pending REIN £0 A cnc. c. 5: snciaineepclash ciel ensnicindut ecb tebtntnioes | 1, 132, 452 788, 904 


! These totals omit an item in the MRBS report called “all other damages, mostly intangibles’”’ because 
that item is misnamed and is not in fact a damage item. It represents an adjustment factor designed to 
make the total figures comparable to those allowed by Congress for the Fort Berthold Indians 


3. On page 3, line 20, delete “described in part II of this Act.’ 
In view of the pending condemnation action, there is no need to de- 
— the taking area in part II of the act. 

On pages 3 and 4, delete section 4. The provisions of this section 
oa already been carried out by the Corps of Engineers. 

5. On page 4, line 11, the figure $5,686,036 should be modified to 
reflect a congressional determination of the appropriate amount for 
rehabilitation purposes. For purposes of comparison, your attention 
is directed to the fact that Public Law 776, 83d Congress (68 Stat. 
1191), authorized an appropriation of $5,160,000 for the rehabilitation 
of members of the Cheyenne River Tribe who resided within the 
reservation, which amounted to approximately $2,250 per person. 
The pending bill authorizes an appropriation of $5,686,036 for the 


rehabilitation of members of the Crow Creek Sioux Tribe who reside 
either on or off the reservation, which amounts to approximately 
$5,000 per person. Both sums are in addition to sums authorized to 
be appropriated for indirect damages and for the value of tribal lands, 
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On page 4, line 15, delete “rehabilitation for” and insert in lieu 
anasto individual and family plans, relocating, reestab- 
lishing, and providing other assistance designed to help improve the 
economic and social status of”. This change and the following one 
will more adequately state the purpose for which the rehabilitation 
fund may be used. 

7. On page 4, line 8, delete the comma and the remainder of the 
sentence that precedes the colon in line 24. 

8. On page 4, line 24, change the proviso to read as follows: ‘Pro- 
vided, That such sum may be expended in accordance with plans 
approved by the Secretary of the Interior.” 

9. On page 5, line 4, after the colon insert “Provided further, That 
no part of such fund shall be used for per capita payments:” 

10. On page 5, lines 7 to 18, delete section 6. We understand that 
the mineral rights of the Indians were not included in the condemna- 
tion action referred to in section 1. 

On page 5, lines 21 to 22, delete, “, including agency struc- 
tures,”. These structures already have been removed or salvaged. 

12. On page 6, delete section 8. The Federal Government should 
not be required to take the precautionary measures against hazards 
provided for in this section after the Indians have been paid for the 
area and have been granted the grazing rights and other benefits pro- 
posed in the bill. 

13. On page 7, line 6, the cross reference to section 7 creates an 
ambiguity that should be clarified. Although the preceding sentence 
recognizes the right of the United States to close the gates of the dam 
at any time, the cross reference to section 7 implies that the United 
States may be liable for loss of property and property damage caused 
by closing the gates within 9 months after the date of the act. The 
ambiguity would be removed by deleting the sentence beginning on 
line 4. 

14. On page 7, line 12, delete “have the right” and insert in lieu 
thereof ‘‘be given permission, without cost” 

On page 7, line 14, after ‘‘and the” insert “boundary of the’, and 
delete ‘‘described in part II hereof’. 

On page 7, line 15, after ‘‘shall’’ insert ‘be permitted to” 

On page —— 16, delete “the right of free’’ 

On page 7, line 17, delete “the right” and insert in lieu thereof 

“‘permission”’ 

The purpose of these changes is to make it clear that inasmuch as 
the Indians have been fully compensated the grazing privileges in- 
volved are privileges and not compensable rights. 

15. On pages 7 and 8, revise section 11 to read in its entirety as 
follows: 

“Src. 11. For the purpose of providing substitute land for individual 
Indians whose land is within the taking area, and for the purpose of 
consolidating individual and tribal land holdings and eliminating 
fractionated heirship interests within the reservation, the Secretary 
of the Interior is authorized to purchase with funds made available by 
such individual Indians or by the Tribe, land or interests in land, and 
to sell tribal land upon request of the Tribe. The land selected by and 

urchased for individual Indians may be either inside or outside the 
Socuaiaiin of the Crow Creek Reservation as diminished. Title 
to any land or interest in land acquired within the boundaries of the 


se 
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reservation shall be taken in the name of the United States in trust 
for the tribe or the individual Indian for whom the land is acquired, 
and title to any land or interest in land acquired outside the boundaries 
of the reservation shall be taken in the name of the individual for 
whom it is acquired. ‘Trust titles shall be subject to the laws and 
regulations applicable to other trust titles within the reservation.” 

This recommended revision would permit use of funds from any 
source to purchase land for the purpose of consolidating land holdings 
of the tribe and individual Indians. It would be of great assistance 
in eliminating fractionated heirship holdings, which are a serious 
problem, and in consolidating ownerships of farm and ranch units. 

16. On pages 10 and 11, delete section 15. The condemnation 
action that is now pending will afford any Indians who are dissatisfied 
with the appraisal value of their land an opportunity to litigate the 
issue in the court. 

17. On page 11, line 12, the sum of money specified should be 
modified to conform to the other changes in the bill. 

18. On page 11 and succeeding pages, delete part 2. The description 
of the lands acquired by the United States was contained in the 
condemnation action. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Rocer C. Ernst, 
Assistant Secretary of the Interior. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1958. 
Hon. Ciarr ENGLE 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Enctie: Your committee has requested reports on H. R. 
6204 and H. R. 7758, bills to provide for the acquisition of lands by 
the United States required for the reservoir created by the construc- 
tion of Randall Dam on the Missouri River and for rehabilitation of 
the Indians of the Crow Creek Sioux Reservation, S. Dak., and for 
other purposes. 

Our report on H. R. 6125, a bill with the same title, applies equally 
to H. R. 6204 and H. R. 7758, with minor adjustments of the page and 
line numbers referred to in the proposed amendments. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 


HATFIELD CHILSON, 
Acting Secretary of the Interior. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., April 16, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuatrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 2152, to 
provide for the acquisition of lands by the United States required 
for the reservoir created by the construction of Randall Dam on the 
Missouri River and for rehabilitation of the Indians of the Crow 
Creek Sioux Reservation, 5. Dak., and for other purposes, and 
3225, to provide for the acquisition of lands by the United States 
required for the reservoir created by the construction of Fort Randall 
Dam on the Missouri River so far as it affects the Crow Creek Sioux 
Reservation, S. Dak., and for other purposes. 

S. 2152 would confer on the Indians of the Crow Creek Reservation 
in South Dakota payments and privileges similar to those granted by 
Congress to the Indians of the Cheyenne River Reservation under 
the provisions of Public Law 776, 83d Congress (68 Stat. 1191). 
Specific payments are included to compensate individual Indians and 
the tribe for the value of lands lving within the taking area, for in- 
direct damages, and for the rehabilitation and reestablishment of 
Indian cemeteries, monuments, and shrines, for the reconstruction of 
the Crow Creek Indian Agency, for the reconstruction of schools, 
hospitals, service buildings, employees’ quarters, roads, and br idges, 
and certain tribal expenses incurred in connection with negotiations 
with the Government. 

In addition to these monetary awards, the bill gives the Indians 
certain rights and privileges in the taking area including the right to 
cut and remove timber and to salvage improvements without loss of 
payment, the right to reside on lands taken by the Federal Govern- 
ment until the gates of the dam are closed, the right to graze stock 
between the water level of the reservoir and the boundary of the taking 
area, the perpetual right of access to the taking area for hunting and 
fishing, and the right to acquire substitute lands, the titles thereto to 
be held by the United States in trust. 

S. 3225 contains all of the provisions described except those per- 
taining to the rehabilitation of tribal members (sec. 5 of S. 2152) and 
the right to reside on lands taken by the Federal Government until 
the gates of the dam are closed. 

The first section of the proposed bills should be modified to recognize 
the condemnation proceedings now pending in which declarations of 
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taking have been filed. These proceedings were instituted by the 
Corps of Engineers in the summer of 1953 because of the imminent 
completion of the Fort Randall Dam and Reservoir project. Action 
on the case was interrupted in 1954 when Congress enacted a law 
authorizing the negotiation of settlement contracts with the Lower 
Brule and Crow Creek Indians but were resumed early this year when 
it became apparent that a negotiated settlement was not possible. 

In the report he is making to your committee on these bills, the 
Secretary of the Interior has suggested certain revisions of these two 
sections which would give ample recognition to the pending suits. In 
addition, the Secretary has made certain other rec ommendations with 
respect to language in other portions of the bills which would make 
these provisions consistent with existing policies with respect to 
Indian affairs. 

There are several features of the proposed measures which this 
Bureau has opposed in the past. The most important of these are 
the provisions contained in section 5 of S. 2152 relating to the rehabili- 
tation of tribal members, and the provisions in section 6 of S. 2152 
and section 5 of S. 3225 permitting the retention of mineral rights. 
While this Bureau still believes that rehabilitation proposals should 
be considered on their own merits and that their enactment with the 
other provisions of S. 2152 and S. 3225 leads to inequities to groups 
whose needs for rehabilitation programs may be as pressing as those 
affected by the bills but whose lands do not happen to lie within 
future reservoir areas, we recognize that in enacting Public Law 776 
Congress has established a pattern for reservations affected by corps 
projects in the Missouri River Basin. 

It should be noted that the amounts granted by these two bills 
are considerably in excess of the proportionate amounts granted to 
the Cheyenne River Indians by Public Law 776. It is assumed that 
in its consideration of these measures Congress will take appropriate 
action to bring these amounts in line with the settlements finally 
incorporated in the Cheyenne River legislation. 

In accordance with the foregoing comments, you are advised that 
the Bureau of the Budget would interpose no objection to the enact- 
ment of S. 2152 and S. 3225 if amended to conform to the recom- 
mendations made by the Secretary of the Interior, and if the amounts 
of the monetary awards are reduced to generally conform to the 
amounts awarded the Indians of the Cheyenne River Reservation 
under the provisions of Public Law 776. 

Sincerely yours, 


Parti S. Huaues, 
Acting Assistant Director for Legislative Reference. 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., May 16, 1957. 
Hon. Cram Enctr, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CuarrmMan: Reference is made to your request of the 
Department of the Army with respect to H. R. 6125 and H. R. 6204, 
85th Congress, bills to provide for the acquisition of lands by the 
United States required for the reservoir created by the construction 
of Randall Dam on the Missouri River and for rehabilitation of the 
Indians of the Crow Creek Sioux Reservation, S. Dak., and for other 
purposes. 

The purpose of the bills is to effect a contract between the United 
States and the Sioux Indians of the Crow Creek Reservation in South 
Dakota for the acquisition of Indian lands of that reservation required 
for the construction, operation, and maintenance of the Fort Randall 
Dam and Reservoir, S. Dak. In addition to providing for the con- 
veyance of the land to the United States, the bill would authorize 
(1) the payment “as just compensation” of the sum of $1,817,589.62, 
of which $685,137.62 would be disbursed to the individual or tribal 
owners while the balance would be deposited to the credit of the tribe 
and draw interest at the rate of 4 percent per annum until expended; 
(2) the relocation and reestablishment of Indian cemeteries, tribal 
monuments, and shrines; (3) reconstruction of the Crow Creek Agency 
and other specified structures and facilities; (4) the rehabilitation of 
all members of the tribe and the relocation and reestablishment of 
those who reside on the lands being acquired for the Fort Randall 
project, and to deposit to the credit of the Indian tribe $5,686,036 to 
draw interest at the rate of 4 percent per annum until expended; 
(5) reservation of all mineral rights to the former owners sible to 
reasonable regulation required for the protection and use of the area 
for project purposes; (6) members of the Indian tribe to cut and 
remove timber and to salvage improvements, without charge, within 
9 months after enactment; (7) members of the tribe to remain on 
the land involved until the gates of the Randall Dam are closed for 
the impoundment of the water of the Missouri River; (8) the Indians 
to graze stock, after the gates are closed, on the land between the water 
level of the reservoir and the taking area; and have free access to the 
shoreline of the reservoir, including the right to hunt and fish subject 
“to regulations governing the corresponding use by other citizens of 
the United States’; (9) the Department of the Interior to render 
assistance to individual members of the tribe in acquiring relocation 
sites; (10) reimbursement of a sum not to exceed $100,000 for the 
expenses of the tribal council in this matter; and (11) any individual 
member of the tribe to reject the appraisal of his land, after which a 
proceeding may be instituted in the United States District Court of 
the District of South Dakota with the tribal council to deposit with 
the clerk of the court, from funds previously deposited to the credit 
of the tribe, the amount set out in the final appraisal. The bills 
further authorize an appropriation of $7,603,625.62 in addition to 
the amounts to be charged against the project. Miscellaneous pro- 
visions are included concerning protective measures to minimize live- 
stock losses and to preserve the integrity of related Indian legislation 
such as the Indian Reorganization Act of June 18, 1934 (48 Stat. 984). 
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The Department of the Army has considered the above-mentioned 
bill. Construction of the Fort Randall Dam and Reservoir project 
was authorized as part of the comprehensive plan for flood control 
and protection of the Missouri River Basin as provided by the Flood 
Control Act of December 22, 1944 (58 Stat. 887, 891). Section 3 of 
the authorization act provides authority of the Secretary of the Army 
to acquire lands necessary for the project. Construction progress of 
the Fort Randall Dam and Reservoir project made it necessary, in 
August 1953, to file condemnation proceedings for the acquisition of 
the land described in the bills under consideration. Funds in the 
amount of $375,612.94 were deposited in court as estimated just com- 
pensation. By the act of July 6, 1954 (68 Stat. 452) the Chief of 
Engineers, Department of the Army, and the Secretary of the Interior, 
jointly representing the United States, were authorized and directed 
to negotiate with the Sioux Indians of the Crow Creek Reservation, 
S. Dak., for the acquisition by the United States of 9,417.93 acres of 
land being substantially the 9,148.69 acres described in part 2 of 
H. R. 6125 and H. R. 6204. 

While no additional authorization was required for the acquisition 
of land, it was considered possible that the act of July 6, 1954, might 
produce an acceptable basis for a contract since it included authority 
to consider, in addition to just compensation, the “costs of relocating 
the tribe and its members * * * in a manner that will reestablish 
and protect their economic, social, religious, and community life.” 
Inasmuch as the negotiation of an overall contract would permit 
settlement of the pending condemnation proceedings, the Attorney 
General was requested to withhold further action in these proceedings 
pending an attempt to find a mutually acceptable basis for acquisition. 
Appraisals prepared by the Missouri River Basin investigations proj- 
ect, Bureau of Indian Affairs, Department of the Interior, reflecting 
values totaling $399,312.94, were reviewed and adopted as the basis 
for the negotiations with representatives of the Indian tribe. Negoti- 
ations under the act of July 6, 1954, proved unsuccessful, as indicated 
in report to your committee submitted by the United States Army 
Chief of Engineers on April 25, 1955. 

Following the unsuccessful negotiations, the Department of the 
Army, with the concurrence of the Department of the Interior, re- 
quested the Department of Justice to proceed with the condemnation 
proceedings in view of section 7 of the July 6, 1954 act, which stated 
that that act was not to be construed to restrict completion of the 
Fort Randall Dam project. 

On January 21, 1955, a declaration of taking was filed vesting in the 
United States title to the lands involved, including all of those de- 
scribed in H. R. 6125 and H. R. 6204, subject to a reservation to the 
Indians of oil and gas rights, subordinate only to the right of use by 
the United States for the construction, operation, and maintenance 
of the Fort Randall Dam and Reservoir project in accordance with 
regulations to be prescribed by the Corps of Engineers. With the 
filing of the declaration of taking, there was deposited into the registry 
of the court the additional sum of $23,700 based on the above-men- 
tioned appraisal prepared by the Missouri River Basin investigations 
project staff making the estimated just compensation on deposit 
$399,312.94. Thereafter, the court entered an order on March 22, 
1955 authorizing the disbursement of $365,077.99 through the Bureau 
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of Indian Affairs for the benefit of the Indian owners. The issue of 
just compensation has not been tried and no determination has been 
made as to the amount to be paid to the Indians. 

However, the payments requested by the Indians for relocation and 
rehabilitation will not be considered in the pending proceedings since 
the courts, including the Supreme Court of the United States, have 
uniformly held that just compensation equals ‘“‘market value” of the 
interest taken. This is generally defined as the amount that would 
probably be paid for the property as between a willing seller, not 
compelled to sell, and a willing buyer, not compelled to buy. There 
is no provision in this concept for the evaluation of indirect or conse- 
quential damage. Likewise, it has always been considered to be a 
strictly judicial function to determine what constitutes “just com- 
pensation” as guaranteed by the fifth amendment of the Constitution 
of the United States for the taking of private property for public use. 

For these reasons it is considered that H. R. 6125 and H. R. 6204 
should, in any event, be amended firstly to recognize that title to the 
lands involved is already vested in the United States and, secondly, 
to delete any reference to the payment to be made under the bills as 
constituting just compensation. ‘To effectuate these objectives, it is 
recommended that, if the committee favorably considers additional 
payments to the Indians of the Crow Creek Sioux Reservation, S. Dak. 
the bills be amended as follows: 

(a) The title be revised to indicate its limited scope by substituting 
the following: “To provide for additional payments to, and for the 
rehabilitation of, the Indians of the Crow Creek Sioux Reservation, 
S. Dak., whose lands have been acquired for the Fort Randall Dam 
and Reservoir project, South Dakota, and for other purposes.” 

(6) That section 1, which purports to effect the conveyance, section 
6, which would reserve mineral rights to the former owners, and sec- 
tion 15, which would preserve the right of individual members to have 
the issue of just compensation determined in the United States Dis- 
trict Court, be deleted. 

(c) That section 2, which would establish the amount to be paid as 
“just compensation,’ be modified to indicate the amount, if any, 
determined to be paid to the Indians of the Crow Creek Sioux Reser- 
vation in addition to the amount paid or to be paid in the pending 
condemnation proceedings. In this connection it is recommended that 
a maximum limitation be retained on the total amount to be paid. 

(d) That part 2 of the bills, containing a description of a portion of 
the area actually acquired, be deleted since the land has been acquired 
and an accurate description is, therefore, unnecessary in any legislation 
for additional payments. 

It is further recommended that the following amendments be made 
to properly reflect the factual conditions existing at this time: 

(a) That section 3, which would authorize the relocation at Gov- 
ernment expense of Indian cemeteries, tribal monuments and shrines, 
be deleted as there were no Indian cemeteries, tribal monuments or 
shrines within the area involved in these bills. 

(b) That section 4, which provides for the reconstruction of the 
Crow Creek Agency, schools, hospitals, service buildings, and other 
facilities, be deleted since the agency at the Crow Creek Sioux Reser- 
vation has been relocated and will not be further affected by the Fort 
Randall Dam and Reservoir project. 
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(c) That section 7, which would give the Indian tribe 9 months 
within which to remove timber and to salvage improvements, and 
section 9, which would authorize members of the tribe to continue 
residing in the area without charge until the gates of the Randall 
Dam are closed, be revised in recognition of the fact that the gates 
of the Randall Dam have been closed and that it was necessary to 
require the removal of the improvements as the waters rose within 
the reservoir. 

(d) That section 10, which would authorize the continuing right 
of the Indians to graze stock after the gates have been closed, be 
amended by deleting the language in lines 10 and 11 of page 7 reading: 
“After the Randall Dam gates are closed and the waters of the Mis- 
souri River impounded” and by deleting the words “and the taking 
area described in part II hereof’? appearing in line 14, page 7 and 
substituting for the latter provision ‘‘and the lands acquired from the 
Indian tribe or its members.”’ 

The Department of the Army believes that the Secretary of the 
Interior is in a better position to advise the committee concerning 
those portions of the bills that would (1) provide for the Indians funds 
in addition to the estimated just compensation, and (2) make pro- 
vision for the rehabilitation of members of the Crow Creek Sioux 
Reservation without regard to whether or not they are or have been 
displaced by the Fort Randall Dam and Reservoir project. 

The Secretary of the Army is aware, however, that “just compen- 
sation” as determined by the courts very often ‘does not fully com- 
pensate owners and tenants for all of their losses, some of which are 
intangible and, therefore, not susceptible of determination without 
indulging in speculation. However, these factors are found in all 
governmental acquisitions and are not peculiar to the Indian land 
cases. The courts have also recognized that while just compensation 
has been defined as the value of the interest taken, it does not neces- 
sarily establish the value that a piece of property may have to the 
owner. 

Congress, in recognition of the added calculable expenses of persons 
dislocated by public-works projects of the Department of the Army 
authorized, by section 401b of the act of July 14, 1952, as amended 
(66 Stat. 606, 624; 69 Stat. 352), the reimbursement of affected owners 
and tenants for their moving expenses not to exceed 25 percent of the 
fair value of the land involved. However, the Crow Creek Sioux 
negotiators rejected this limitation on the amount proposed to be 
paid for moving costs in the contract contemplated by the act of 
July 6,1954. Since the act of July 14, 1952, provides that applications 
for reimbursement of moving expenses must be filed within 1 year 
from the date of acquisition of the property, the time to file expired 
January 20, 1956. 

If the payment of additional sums to the Indian tribe in connection 
with either the relocation or rehabilitation of its members is favorably 
considered, it is recommended that sections 2 and 5 be further amended 
to provide that the funds established shall be administered by the 
Secretary of the Interior and all payments be made by him. 

The fiscal effect of this measure is difficult for the Department of 
the Army to evaluate. However, section 2 would authorize payment 
of $1,418,276.68 more than the just compensation estimated by the 
Department of the Army, based on the appraisals of the Missouri 
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River Basin investigations project staff of the Department of the 
Interior, plus rehabilitation payments in the amount of $5,686,036, 
reimbursement for ex xpenses in the amount of $100,000, and other 
direct and indirect undetermined costs of benefits conferred as rights 
that would be granted to the Indian tribe. 

Although time does not permit the submission of this report to 
Bureau of the Budget, the Bureau of the Budget advised on S. 952 
84th Congress, a similar bill, that there was no objection to the sub- 
mission of a similar report, and that the Bureau of the Budget would 
interpose no objection to the enactment of H. R. 6125 and H. R. 62 204, 
if the bills were amended to conform to the recommendations made in 
the report of the Secretary of the Interior, and if the amounts of the 
monetary awards are reduced to generally conform to the amounts 
awarded the Indians of the Cheyenne River Sioux Reservation under 
the act of September 3, 1954 (68 Stat. 1191, Public Law 776, 83d 
Cong.). 

Sincerely yours, 
Witzser M. Brucker, 
Secretary of the Army. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 17, 1958. 
Hon. James A. HaAtey, 
Chairman, Subcommittee on Indian Affairs, 
Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Hatey: At the conclusion of your last hearings on H. R. 
10786 and H. R. 6074 you indicated that a committee print of each 
bill would be prepared showing the changes recommended by the 
tribes and by this Department. 

In order to facilitate the preparation of the committee prints, there 
are enclosed redrafts of each bill which include all of the amendments 
heretofore proposed by the tribes and by this Department. Some 
editing of the language has been done in the interest of clarity, but 
the substance of the prior recommendations has not been changed. 

These identical redrafts were submitted to the tribes and their 
attorney, Mr. Sharpe, for review and we are informed that the 
redrafts are entirely satisfactory to the tribes. 

Your attention is directed to the following points: 

1. We understand that the tribes and the Department of Justice 
have not yet agreed on the amount by which the Missouri River 
Basin investigation appraisals should be increased to reflect increases 
in values that occurred after the appraisals were made. If Congress 
decides to fix such amount it would be preferable to do so by a 
percentage figure rather than by a dollar figure in order to simplify 
the procedure of identifying the value of each separate tract. 

2. The tribes and this Department propose different language for 
the last phrase in section 6. 

The tribes propose a new section with respect to tax exemptions 
that is quite broad. While we have not previously commented on the 
language, we have no objection to it. 

4. The Department of the Army has participated in the preparation 
of the materials requested by the subcommittee in connection with the 
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Standing Rock bill (H. R. 6075), and some of its comments on those 
materials would be applicable here. See in particular its reeommenda- 
tion (a) that any payment in excess of just compensation not be identi- 
fied as a payment for indirect damages, and (6) that any payment in 
excess of just compensation not be charged to the project. Lf either of 
these recommendations should be adopted for Standing Rock, a con- 
sistent approac h should be taken on H. R. 10786 and H. R. 6074. 
Sincere ly yours, 
Rocer C. Ernst, 
Assistant Secretary of the Interior. 


SuGGEstED Reprarr or H. R. 10786 
A BILL To provide for the acquisiti mn of lands by the United States required for 
the reservoir created by the construction of Randall Dam on the Missouri 
River so far as it affects the Crow ‘Cveek Sioux Reservation, South Dakota, 
and for other purposes 


Be it enacted by the Senate and i House « of R presentatr es of the United 
States of America in Congress assembled, That in addition to the fair 
value of the lands or interests in lands oe to the Indians of the 
Crow Creek Reservation that were acquired by the United States for 
the purposes of the Randall Dam and Reservoir project by condemna- 
tion in the ease of United States v. Crow Creek Tribe of Siour Indians 
et al., Civil Action 844, covering 269.24 acres, and Civil Action 184, 
covering 9,148.69 acres filed in the United States District Court for 
the District of South Dakota, Central Division, such Indians shall 
receive the additional payments and benefits provided for in this Act. 

Sec. 2. (a) The Secretary of the Army shall pay out of funds appro- 
priated for the construction of the Randall project the sum of $ 
representing indirect damages, which sum, together with the sums paid 
to the tribe and the members thereof as direct damages for the land 
acquired pursuant to the condemnation actions referred to in section 1 
of this Act, shall be in final and complete settlement of all claims, 
rights, and demands of the tribe and its members arising out of the 
construction of the Randall project. The sum appropriated as in- 
direct damages pursuant to this subsection and the sum payable to 
the tribe as direct damages pursuant to said condemnation action 
shall be deposited to the credit of the tribe in the Treasury of the 
United States, and shall draw interest at the rate of four percent per 
annum until expended. Out of such sums shall be paid the cost of 
moving dwellings and other buildings owned by Indians from the 
Randall project area. 

(b) The Secretary of the Army shall pay to the former owners of 
the land acquired pursuant to the condemnation actions referred to 
in section 1 of this Act the difference, if any, between the appraised 
value of the land by the Missouri River Basin Investigation staff, 
increased by $ , and the compensation awarded by the court. 
The distribution of such payment shall be on the basis of a percentage 
of the amounts shown for each tract and ownership on the Missouri 
River Basin Investigation staff appraisal. 

Src. 3. The Secretary of the Army, out of funds appropriated for 
the construction of the Randall project, and not from funds provided 
by this Act, shall relocate and reestablish such Indian cemeteries, 
tribal monuments, and shrines within the area taken by the condemna- 
tion actions referred to in section 1 of this Act as the tribal council of 
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the tribe shall select and designate, with the approval of the Secretary 
of the Interior. 

Sec. 4. All of the right, title, and interest of the United States in 
the minerals that were acquired by the United States in the condem- 
nation action referred to in section 1 of this Act are hereby reconveyed 
to the former owners from whom they were acquired by the United 
States, but the extraction and use of such minerals shall be subject 
to regulations of the Chief of Engineers, United States Army, for the 
protection of the Randall project. 

Sxc. 5. Up to 60 days before the individual landowners are required 
to vacate the land, they shall have the right without charge to cut and 
remove all timber from their respective lands and to salvage the 
improvements on their respective lands, but if said rights are waived 
or not exercised within the time limit specified the tribe, through the 
tribal council, may exercise the right: Provided, That the salvage 
permitted by this section shall not be construed to be double compen- 
sation. 

Sec. 6. After the Randall Dam gates are closed and the waters of 
the Missouri River impounded, the said Indian tribe and the members 
thereof shall be given permission, without cost, to graze stock on the 
land between the water level of the reservoir and the boundary of the 
taking area. The said tribal council and the members of said Indian 
tribe shall be permitted to have, without cost, access to the shoreline 
of the reservoir including permission to hunt and fish in and on the 
aforesaid shoreline and reservoir, subject, however, to regulations 
*soverning the corresponding use by other citizens of the United 
States. * 

Src. 7. For the purposes of (1) providing substitute land for individ- 
ual Indians whose land is within the taking area, (2) consolidating 
land holdings, and (3) eliminating fractionated heirship interests 
within the reservation, the Secretary of the Interior is authorized to 
purchase, with funds made available by such individual Indians or 
by the tribe, land or etinrest in land, and to sell tribal land upon 
request of the tribe, but no service charge shall be made by the United 
States. The land selected by and purchased for individual Indians 
may be either inside or outside the boundaries of the reservation as 
diminished. ‘Title to any land or interests in land acquired within 
the boundaries of the reservation shall be taken in the name of the 
United States in trust for the tribe or the individual Indian for whom 
the land is acquired, and title to any land or interests in land acquired 
outside the boundaries of the reservation shall be taken in the name 
of the individual for whom it is acquired. Trust titles shall be subject 
to the laws and regulations applicable to other trust titles within the 
reservation. 

For the purposes of this section, the Secretary of the Interior is also 
authorized to partition or sell individually owned land in which all 
interests are in a trust or restricted status upon request of the owners 
of a 51 percent interest in the land. Any such sale shall be by com- 
petitive bid, except that with the concurrence of the owners of a 51 
percent interest in the land, any owner of an interest in the land, or 
the tribe, if the land is within the reservation, shall have the right to 


*The tribe wants the language between * and ° to read “agreed on by the tribal council and the Chief of 


Engineers, United States Army’’. That language would leave hunting and fishing unregulated in the event 


of a failure to agree on regulations. 
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purchase the land within a reasonable time fixed by the Secretary 
prior to a competitive sale at not less than its appraised value. If 
more than one preference right is exercised, the sale shall be by com- 
petitive bid limited to the tribe and to the persons entitled to a pref- 
erence. ‘The Secretary of the Interior may represent for the purpose 
of this paragraph any Indian owner who is a minor, or who is non 
compos mentis and, after giving reasonable notice of the proposed 
sale by publication, may represent an Indian owner who cannot be 
located, and he may execute any title documents necessary to convey 
a marketable and recordable title. 

Nothing in _ sec ei shall be construed to diminish the authority 
to acquire, sell, or exchange land that is contained in other provisions 
of law. 

Sec. 8. No part of any expenditure made by the United States 
under any or all of the provisions of f this agreement and the sub- 
sequent acts of ratification shall be charged as an offset or counter- 
claim against any tribal claim which has arisen under any treaty, 
law, or Executive order of the United States prior to the effective 
date of taking of said land as provided for in section 1 hereof and the 
payment of Sioux benefits as provided for in section 17 of the said Act 
of March 2, 1889 (25 Stat. 888), as amended, shall be continued under 
the provision of section 14 of the Indian Reorganization Act of June 
18, 1934 (48 Stat. 984), on the basis now in operation without regard 
to the loss of tribal land within the taking area under the provisions 
of this os 

Sec. 9. The Secretary of the Treasury, upon certification by the 
Sec retary of the Interior, shall reimburse the tribe for fees and expenses 
incurred in connection with the taking of tribal and individual Indian 
lands for the Randall project: Provided, That such reimbursable fees 
and expenses do not exceed in the aggregate $100,000, of which not 
more than $50,000 shall be reimbursable as attorney fees. 

Sec. 10. There is hereby authorized to be appropriated such sums 
as may be necessary for the purposes of this Act. 

Sec. 11. All funds paid to the tribe and the members thereof, either 
pursuant to this Act or pursuant to the condemnation action referred 
to in section 1 of this Act, as direct or indirect damages for the lands 
acquired by the United States shall be exempt from all forms of State 
and Federal taxation. All personal property belonging to the tribe 
or members of the tribe that is located on or produced from the trust 
or restricted land within the reservation and all income therefrom 
shall be exempt from all forms of State and Federal taxes as long as 
the land remains in a trust or restricted status. 
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DEPARTMENT OF THE ARMY ANALYSIS OF DEPARTMENT OF THE 
INTERIOR AND TRIBAL Reprart oF H. R. 10786, 85trH ConareEss, 
A Britt To PROVIDE FOR THE ACQUISITION OF LANDS BY THE UNITED 
States REQUIRED FOR THE RESERVOIR CREATED BY THE CON- 
STRUCTION OF RANDALL DAM ON THE Missourt RIVER SO FAR AS 
Ir Arrects THE Crow Creek Sioux Reservation, Soutra Da- 
KOTA, AND FOR OTHER PURPOSES 


Although the redraft seeks to recognize that the United States has 
previously acquired title to the property involved, there has been no 
change in the title of the bill. As indicated in the departmental 
report of April 21, 1958, it is recommended that the title be deleted 
and that there be substituted the following: 

“To provide for additional payments to the Indians of the Crow 
Creek Sioux Reservation, South Dakota, whose lands have been 
acquired for the Fort Randall Dam and Reservoir project, South 
Dakota, and for other purposes.” 

After sections 1 and 2, insert: 


“Wor THE DEPARTMENT OF THE ARMY: 


“The Department of the Army recommends deletion of both sec- 
tions 1 and 2 above and the substitution of the following as section 1: 

“ “That the Secretary of the Treasury is authorized and directed to 
pay to the tribal council of the Crow Creek Sioux Reservation, South 
Dakota, for itself and for the benefit of members of the tribe, out of 
any money in the Treasury not otherwise appropriated, in settlement 
of all claims, rights, and demands of said tribe and its members 
arising out of the construction of the Fort Randall Dam and Reservoir 
project, an amount equal to the difference between $__------ and 
the sum paid for the taking of lands in condemnation proceedings 
entitled ‘‘United States of America, Plaintiff v. 9,148.69 acres of land 
etc. and Crow Creek Tribe of Sioux Indians et al., Defendants’, 
Civil No. 184, and ‘United States of America, Plaintiff v. 365.62 acres 
of land etc. and State of South Dakota et al., Defendants’’, Civil No. 
844, both filed in the United States District Court for the District of 
South Dakota.’ 

“(Notre.—lf the total amount set forth in H. R. 10786 is used as a 
basis for determining the amount to be paid over and above the 
estimate of just compensation developed by this Department, the 
amount to be inserted in the blank space above would be $2,105,520.55 
with additional sum authorized by statute $1,706,207.61.)” 

1. It is submitted that the proposed amendment has the advantage 
of establishing a total amount to be paid and that it thereafter makes 
no difference whether there is a trial or stipulated settlement in the 
pending condemnation proceedings. Under the tribal and Depart- 
ment of the Interior proposal, it would be necessary first to either 
settle the pending proceedings, or know how much has been awarded 
in the condemnation proceedings, before filling in the amount of the 
second phase of added compensation. 

2. In addition section 2 would set up separately a sum representing 
“indirect damages,” which, being indefinite and intangible, are not 
susceptible of accurate determination. Since so-called indirect dam- 
ages are found to some degree in all governmental acquisitions, the 
Department of the Army believes it would be in the national interest 
that, if the committee favorably considers payments to the Indians 
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over and above just compensation, they should not be characterized 
as being for any particular item and should be in satisfaction of all 
claims that the tribe and the individual Indians involved may have 
in connection with the taking of any of their lands for the project. 

After section 3 insert: 

“(Nots.—The Department of the Army agrees in the objective of 
this section but states that it is unnecessary and therefore should be 
deleted, as the relocations contemplated have been accomplished.)” 

After section 4 insert: 

“For THE DEPARTMENT OF THE ARMY: 

“Oil and gas rights were reserved to the Indians in the condemna- 
tion proceedings, subordinate only to the right of use, by the United 
States as required by the Fort Randall Dam and Reservoir project, 
which is the same reservation allowed to any other owners whose prop- 
erty was acquired for the project. 

“Should the committee determine it to be in the public interest for 
the Indians to possess all mineral rights instead of oil and gas alone, 
there must be a revestment of mineral rights previously taken in the 
condemnation proceedings and the Department of the Army suggests 
that, instead of accomplishing a reconveyance by the Act, the legisla- 
tion authorize the revestment as follows: 

“ “The Secretary of the Army shall revest or cause to be revested 
in the former owner all of the right, title, and interest of the United 
States in minerals acquired through the condemnation proceedings 
referred to in section 1 of this Act; but the exploration, exploitation, 
and development of the minerals, including oil and gas, shall be subject 
to all reasonable regulations which may be imposed by the Secretary 
of the Army for the protection of the Fort Randall Dam and Reservoir 
project. 

“(Nore.—To the extent that the same principle is involved, the 
above recommended language is identical with the language agreed 
upon among the Standing Rock Sioux Tribe, the Department of the 
Interior, and the Department of the Army in connection with the 
proposed amendments to H. R. 6075, Amendment No. 10, page 6 of 
Committee Print No. 21-A.)” 

After section 5, insert: 

“For THE DEPARTMENT OF THE ARMY: 

“The landowners involved have heretofore vacated the land and, 
the Department of the Army believes, removed such improvements 
and timber as they desired. If the committee favorably approves 
the principle of allowing the Indians to retain timber and salvaged 
improvements without payment therefor, and to allow further removal 
of timber consistent with project progress, it is suggested that the 
section be revised to reac 

“ ‘Sec. 5. Individual former owners shall have the right, without 
charge, prior to September 30, 1958, to cut and remove all timber and 
salvage any remaining improvements on the respective lands acquired 
from them under condemnation proceedings referred to in section 1 
hereof: but if said rights are waived or not exercised by September 
30, 1958, the tribe, through the tribal council, may, prior to January 
1, 1959, exercise the rights. The Secretary of the Army shall permit 
the individual Indians and the tribe to retain timber and improve- 
ments previously removed from the lands acquired in the aforemen- 
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tioned condemnation proceedings without charge therefor: Provided, 
That the salvage previously accomplished or permitted by this section 
shall not be construed to be double compensation.’ ”’ 

After section 6 insert: 

“For THE DEPARTMENT OF THE ARMY: 

“While the Department of the Army has not acquired any lands 
for the Big Bend Dam and Reservoir project, South Dakota, it is 
possible that the privileges proposed to be granted by this section 
might involve lands of the Big Bend project. If the committee 
determines it to be in the public interest to permit grazing, hunting, 
and fishing by the Indians, the Department of the Army would have 
no objection to the language proposed by the Department of the 
Interior if the section is modified to assure that there is no claim for 
future interference with or limitation of grazing, hunting, and fishing 
by reason of the Big Bend Dam and Reservoir. To accomplish this 
it is suggested that the following be added to section 6: ‘Provided, 
however, That the permission granted by this section shall not be 
construed to create any right which, if interfered with or limited as 
required by an authorized flood control project, would entitle the 
tribe or its members to compensation therefor.’ ”’ 

After section 7, insert ““The Department of the Army has no com- 
ment on this section.” 

After section 8, insert ‘“The Department of the Army has no com- 
ment on this section.” 

After section 9, insert ‘The Department of the Army agrees in the 
language but expresses no view as to the dollar figures.” 

After section 10, insert ‘““The Department of the Army agrees.”’ 

After section 11, insert ““The Department of the Army has no com- 
ment on this section.” 

The Committee on Interior and Insular Affairs recommends the 
enaciment of H. R. 12670. 

O 
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Avaust 14, 1958.—Ordered to be printed 


MAIN 
READING ROOM 


Mr. Nevpercer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 12663] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 12663) to provide for additional payments to the 
Indians of the Lower Brule Sioux Reservation, S. Dak., whose lands 
have been acquired for the Fort Randall Dam and Reservoir project, 
and for other purposes, having considered the same, report favorably 
thereon with an amendment and recommend that the bill do pass. 

The amendment is as follows: 

On page 1, line 9, strike the figure “$1,175,231 
ficure ““$976,523” 


9) 


and insert the 
PURPOSE OF THE BILL 


The principal purpose of H. R. 12663, as amended, is to authorize 
and direct the Secretary of the Army to pay $705,912.35 (the difference 
between $976,523 as set out in the bill and $270,610.65 which has 
already been deposited in court in condemnation proceedings) to the 
Lower Brule Sioux Tribe in settlement of all claims arising out of the 
construction of Fort Randall Dam and Reservoir on the Lower Brule 
Indian Reservation in South Dakota. About 8,000 acres of reserva- 
tion land were acquired by condemnation for the project. 

The dam gates were closed on July 21, 1952, and the land has been 
inundated but the amount payable as just compensation has not been 
judicially determined and payment has not been made for incidental 
claims. 
20006 
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H. R. 12663 has the endorsement of the Departments of the Army 
and the Interior and the tribal council of the Lower Brule Sioux 
Tribe. 


BACKGROUND OF THE BILL 


The Lower Brule Sioux Reservation is located in Stanley and 
Lyman Counties in central South Dakota on the west bank of the 
Missouri River between the cities of Fort Pierre and Chamberlain. 
The reservation has an area of 233,916 acres of which 7,997 are within 
the taking area of the Fort Randall Dam and Reservoir project. 
The Crow Creek Sioux Reservation borders on the east bank of the 
Missouri River and shares the riverbed with the Lower Brule Tribe. 

The tribal census roil as of January 1, 1958, lists 831 enrolled 
members (154 families), of whom approximately 400 actually reside 
on the reservation. The chief sources of income are from si as. of live- 
stock, State welfare assistance, Federal welfare assistance, Govern- 
ment employment, irregular wages, and land sales and leases. About 
10 percent of the familes do some farming, mostly for livestock 
subsistence. 

Closing of the gates of Fort Randall Dam necessitated the evacua- 
tion and resettlement of 19 families and resulted in the flooding of 
7,997 acrés: 


Acres 
Cropland _-. _...- pie ee Bee sa Oe 244. 70 
ITE NNN a a et i ereae 2, 507. 28 
RN see oS, eae cen bana aeenindawe wore 2, 524. 81 
ijeasing...........- eta A eared ae al Se Cana indnsass hy ee 
Other, including wood: a bili 767. 80 
Na eee eee ee 996. 92 


The flooded bottom lands include a large portion of the visbus and 
woodland which gave winter protection to livestock and furnished fuel 
and building materials for the Indian families, a loss which can never 
be replaced by natural means. 

The 19 families that were forced to move were engaged in the fol- 
lowing means of livelihood: farming and ranching, 6; full and part- 
time employment for wages, 5; and welfare assistance, 8. 


HISTORY 


H. R. 12663 comes to Congress as the result of the Flood Control 
Act of December 22, 1944 (58 Stat. 887, 891) which inter alia author- 
ized the construction of the Fort Randall Dam and Reservoir project 
as part of the comprehensive plan for flood control and protection of 
the Missouri River Basin. Condemnation proceedings were begun in 
August 1953 for the acquisition of the necessary land, and funds in the 
amount of $233,755.57 were deposited in court as estimated just 
compensation. 

By the act of July 6, 1954 (68 Stat. 452), the Chief of Engineers, 
Department of the Army, and the Sscretary of the Interior, jointly 
representing the United States, were ¢ authorized and directed to nego- 
tiate with the Lower Brule Indians for the acquisition of the 7 997 
acres in question. 
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Appraisals prepared by the Missouri River Basin investigation staff, 
an ad hoc agency of the Department of the Interior, totaling $270,610.65 
were adopted as a basis of negotiations. These negotiations were 
unsuccessful. Thereafter, the Departments of the Army and the 
Interior requested the Department of Justice to proceed with con- 
demnation proceedings. 

On January 21, 1955, a declaration of taking was filed vesting in 
the United States title to the 7,997 acres, subject to a reservation to 
the Indians of oil and gas rights. An additional sum of $36,855.08 
based on the MRBI appraisal was deposited with the court, making 
a total of $270,610.65 as estimated just compensation. On March 
22, 1955, the court entered an order authorizing the disbursement of 
$264,310.65 for the benefit of the Indian owners. To date, however, 
the issue of just compensation has not been tried and no determination 
has been made as to the amount to be paid by the Government 
(MRBI Repts. Nos. 124 and 138). 

Section 1 of H. R. 12663 provides that the difference between 
$976,523 and the sum paid in the condemnation action is to be 
deposited in the United States Treasury to the credit of the Lower 
Brule Sioux Tribe. The sum of $85,242.35, which represents increased 
values of land within the taking area, is to be credited to former owners 
on a prorated basis. 

FURTHER EXPLANATION 


The Committee recommends $976,523 as the amount to be paid for 
all claims involved in this matter. This sum covers both tangible 
and intangible damages as follows: 

Intangible: MRBI estimate of direct damages; reestablishing Indian 
living facilities, restoring income earnings capacity, losses resulting Amount 
from reduction in timber, wildlife and natural products_.......--- $590, 196 


590, 196 


Tangible: 
One-half of the value of the Missouri River bed separating Lower 
Brule and Crow Creek Reservations (% of 10,158 acres < $6) _- 30, 474 
Army estimate of fair value of land (original estimate plus in- 
creased land values ‘since 1958)... 2 sccccxcccccncccauwcocas 355, 853 


NE aa ct ahs ne Kote la sacl dh cd eee nancies decal al 386, 327 


is ae Gc eases cadences Sas se Sot ih na lai na eatin Gib i ca ae eer 976, 523 


The bulk of the first of these items is for loss of subsistence and 
livelihood stemming from the taking of the bottom and timber lands. 
Most of the Indians on the reservation lived within 8 miles of the 
Missouri River and tributary streams and creeks which have been 
inundated by the closing of the gates of Fort Randall Dam. Their 
finest grass, crop, and timber lands on the reservation have been lost. 
These bottom lands which provided habitat for game and were the 
prime source of the natural products on which the Indians depended 
in good part for subsistence, cannot be replaced by purchase within 
or adjacent to the reservation. In recognition of this loss and other 
intangibles, the sum of $590,196 has been agreed upon. 


Total 
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The Lower Brule and Crow Creek Reservations include approxi- 
mately 10,158 acres in the bed of the Missouri River valued by the 
tribes at $6 per acre. The House deemed it in the overall interest 
that this acreage be removed from tribal ownership to prevent juris- 
dictional disputes and conflicts which would arise from exercise of 
treaty rights and the committee agrees that this should be done. Ac- 
cordingly the bill provides for payment to the oe of one-half the 
total value placed by it on the river bed lands, or $30,474. 

The MRBI estimate of fair market value of the land taken for the 
dam in 1952 was $270,610.65. In view of the general increase in land 
values in South Dakota since the date of taking, an approximate 
increase of 31.5 percent has been added to the 1952 value. Thus the 
$270,610.65 was increased by $85,242.35 to $355,853.00. 


SECTIONAL ANALYSIS 


Section 1 authorizes and directs the Secretary of the Army to pay 
to the Lower Brule Sioux Tribe and individual Indian owners in 
settlement of all elaima, rights, and demands of the tribe arising 
from the construction of the Fort Randall Dam and Reservoir project 
an — (approximately $705,192) equal to the difference between 
$976,523 and what has already been paid into court for the 7,997 
acres of land taken in condemnation proceedings. 

Section 2 provides that the payments authorized in section 1 shall 
be de genet in the United States Treasury to the credit of the Lower 
Brule Sioux Tribe and shall draw interest at the rate of 4 percent per 
annum. The sum of $85,242.35, representing increased land values 
between the date of the taking and the present, is to be allocated to 


the former owners on a prorated basis, and the portion of this sum 
which is allocated to individual Indian lands is to be credited to the 
individuals’ accounts. This section also provides that moneys paid 
as just compensation shall not be subject to any lien, debt, or claim 
except delinquent debts owed to the United States or the eee. 
Finally section 2 provides that the cost of moving dwellings and other 
buildings from the project area shall be paid from payments made 
under section 1. 

Section 3 revests in the former owners any mineral rights in the land 
taken through condemnation proceedings but provides that explora- 
tion and development of the minerals, including oil and gas, shall be 
subject to reasonable regulations imposed by the Secretary of the 
Army. 

Section 4 grants permission to individual Indians to retain, without 
charge, timber and improvements previously removed from the land 
within the taking area. It also permits former owners to cut and 
remove, without charge, until September 30, 1958, other salvageable 
material within the taking area. After September 30, 1958, salvage 
rights may be exercised by the tribal council. 

Section 5 grants the tribe and its members the exclusive permission 
without cost, to graze livestock on the land between the water level 
of the reservoir and the exterior boundary of the taking area, and 
grants the tribal members, without cost, access to the shoreline of 
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the reservoir, including permission to fish and hunt, subject to regula- 
tions governing corresponding use by other citizens of the United 
States. 

Section 6 deals with the acquisition of substitute land for individuals 
whose lands have been taken, with the consolidation of land holdings, 
and with the elimination of fractional heirship interests. It provides 
for the purchase of lands for these purposes. It also authorizes the 
Secretary to partition or sell individually owned land, in which all 
interests are in trust or restricted status, upon the request of owners 
of not less than 51 percent interest in the land. This authorization 
is limited to carrying out the three named purposes of this section. 
Any partition sale must be by competitive bid except that, if the 
owners of not less than 51 percent interest in the land agree, any 
owner of an interest in the land or the tribe, if the land is within the 
reservation, will have the right to purchase the land prior to competi- 
tive sale at not less than its appraised value. If more than one such 
»reference right is claimed, the sale is to be by competitive bid but 
limited to the tribe and to the persons entitled to a preference. The 
Secretary of the Interior, for the purpose of such sale, is authorized 
to represent minors or other Indians under legal disability and, after 
giving notice by publication, may represent absent Indian owners 
who cannot be located. 

Section 7 specifies that no part of any expenditure made by the 
United States shall be charged as an offset or counterclaim against any 
tribal claim which rose prior to the effective date of the act. 

Section 8 provides that the Secretary of the Treasury, upon certifica- 
tion by the Secretary of the Interior, shall reimburse the Lower Brule 
Sioux Tribe up to $100,000, of which not more than $50,000 shall be 
reimbursable as attorney fees. 

Section 9 authorizes the appropriation of such amounts as may be 
necessary for the purposes of this act. 

Section 10 provides that all payments to the tribe and individual 
Indians under this act or condemnation proceedings shall be exempt 
from all forms of State and Federal taxation. 

Section 11 allows any individual to reject the sum offered him as his 
share of the $85,242.35 in accordance with the proration under section 
2 of this act by filing a notice of rejection with the Chief of Engineers 
within 1 year from the date of the act. If the court fixes an amount 
in excess of the amount theretofore tendered to him, the Secretary 
of the Army shall deposit the difference in court. The individual 
contestant is not to be charged court costs, but all other costs and 
expenses, including counsel fees, are to be borne by him. 


DEPARTMENTAL REPORTS 


Following are the reports of the Departments of the Army and 
Interior, dated May 15, 1957, and May 29, 1957, respectively. Also 
set forth is letter of April 17, 1958, from the ‘Department of the 
Interior submitting a proposed redraft of H. R. 6074, and the Depart- 
ment of the Army’s comments thereon: 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., May 15, 1957. 
Hon. Crarr ENG ie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request of the 
Department of the Army with respect to H. R. 6074 and H. R. 6569, 
85th Congress, bills to provide for the acquisition of lands by the 
United States required for the reservoir created by the construction 
of Randall Dam on the Missouri River and for rehabilitation of the 
Indians of the Lower Brule Sioux Reservation, S. Dak., and for other 
purposes. 

The purpose of the bills is to effect a contract between the United 
States and the Sioux Indians of the Lower Brule Reservation in South 
Dakota for the acquisition of Indian lands of that reservation required 
for the construction, operation and maintenance of the Fort Randall 
Dam and Reservoir, S. Dak. In addition to providing for the con- 
veyance of the land to the United States the bill would authorize 
(1) the payment ‘“‘as just compensation” of the sum of $1,497,397.29, 
of which $708,493.29 would be disbursed immediately to the individual 
or tribal owners while the balance would be deposited to the credit of 
the tribe and draw interest at the rate of 4 percent per annum until 
expended; (2) the relocation and reestablishment of Indian cemeteries, 
tribal monuments, and shrines; (3) reconstruction of the Lower Brule 
Agency and other specified structures and facilities; (4) the rehabili- 
tation of all members of the tribe and the relocation and reestablish- 
ment of those who reside on the lands being acquired for the Fort 
Randall project, and to deposit to the credit of the Indian tribe 
$6,348,316 to draw interest at the rate of 4 percent per annum until 
expended; (5) reservation of all mineral rights to the former owners 
subject to reasonable regulation required for the protection and use 
of the area for project purposes; (6) members of the Indian tribe to 
cut and remove timber and to salvage improvements, without charge, 
within 9 months after enactment; (7) members of the tribe to remain 
on the land involved until the gates of the Randall Dam are closed for 
the impoundment of the water of the Missouri River; (8) the Indians 
to graze stock, after the gates are closed, on the land between the 
warer level of the reservoir and the taking area, and have free access 
to the shoreline of the reservoir, including the right to hunt and fish 
subject “to regulations governing the corresponding use by other 
citizens of the United States.”; (9) the Department of the Interior to 
render assistance to individual members of the tribe in acquiring 
relocation sites; (10) reimbursement of a sum not to exceed $100,000 
for the expenses of the tribal council in this matter; and (11) any 
individual member of the tribe to reject the appraisal of his land, after 
which a proceeding may be instituted in the United States District 
Court of the District of South Dakota with the tribal council to 
deposit with the clerk of the court, from funds previously deposited to 
the credit of the tribe, the amount set out in the final appraisal. The 
bills further authorize an appropriation of $7,945,713.29 in addition 
to the amounts to be charged against the project. Miscellaneous 

rovisions are included concerning protective measures to minimize 
ivestock losses and to preserve the integrity of related Indian legisla- 
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tion such as the Indian Reorganization Act of June 18, 1934 (48 
Stat. 984). 

The Department of the Army has considered the above-mentioned 
bill. Construction of the Fort Randall Dam and Reservoir project 
was authorized as part of the comprehensive plan for flood control 
and protection of the Missouri River Basin as provided by the Flood 
Control Act of December 22, 1944 (58 Stat. 887, 891). Section 3 of 
the authorization act provides authority of the Secretary of the Army 
to acquire lands necessary for the project. Construction progress of 
the Fort Randall Dam and Reservoir project made it necessary, in 
August 1953, to file condemnation proceedings for the acquisition of 
the land ee in the bills under consideration. Funds in the 
amount of $233,755.57 were deposited in court as estimated just com- 

ensation. By the act of July 6, 1954 (68 Stat. 452), the Chief of 
Scanian Department of the Army, and the Secretary of the Interior, 
jointly representing the United States, were authorized and directed 
to negotiate with the Sioux Indians of the Lower Brule Sioux Reserva- 
tion, S. Dak., for the acquisition by the United States of the 7,996.92 
acres of land described in part 2 of H. R. 6074 and H. R. 6569. 

While no additional authorization was required for the acquisition 
of land, it was considered possible that the act of July 6, 1954, might 
produce an acceptable basis for a contract since it included authority 
to consider, in addition to just compensation, the “costs of relocating 
the tribe and its members * * * in a manner that will reestablish 
and protect their economic, social, religious, and community life.” 
Inasmuch as the negotiation of an overall contract would permit 
seitlement of the pending condemnation proceedings, the Attorney 
General was requested to withhold further action in those proceedings 
pending an attempt to find a mutually acceptable basis for acquisition. 
Appraisals prepared by the Missouri River Basin investigations project, 
Bureau of Indian Affairs, Department of the Interior, reflecting values 
totaling $270,610.65, were reviewed and adopted as the basis for the 
negotiations with representatives of the Indian tribe. Negotiations 
under the act of July 6, 1954, proved unsuccessful, as indicated in 
report to your committee submitted by the United States Army 
Chief of Engineers on April 25, 1955. 

Following. the eee ‘negotiations, the Department of the 
Army, with the concurrence of the Department of the Interior, re- 
quested the Department of Justice to proceed with the condemnation 
proceedings in view of section 7 of the July 6, 1954 act, which stated 
that that act was not to be construed to restrict completion of the 
Fort Randall Dam project. 

On January 21, 1955, a declaration of taking was filed vesting in 
the United States title to the lands described in H. R. 6074 and 
H. R. 6569, subject to a reservation to the Indians of oil and gas 
rights, subordinate only to the right of use by the United States for 
the construction, operation, and maintenance of the Fort Randall Dam 
and Reservoir project in accordance with regulations to be prescribed 
by the Corps of Engineers. With the filing of the “declaration of 
taking” there was deposited into the registry of the court the additional 
sum of $36,855.08 based on the above-mentioned appraisal prepared 
by the Missouri River Basin investigations project staff teks the 
estimated just compensation on deposit $270,610.65. Thereafter 
the court entered an order on March 22, 1955, authorizing the dis- 
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bursement of $264,310.65 through the Bureau of Indian Affairs for 
the benefit of the Indian owners. The issue of just compensation 
has not been tried and no determination has been made as to the 
amount to be paid to the Indians. 

However, the payments requested by the Indians for relocation 
and rehabilitation will not be considered in the pending proceedings 
since the courts, including the Supreme Court of the United States, 
have uniformly held that just compensation equals ‘‘market value” 
of the interest taken. This is generally defined as the amount that 
would probably be paid for the property as between a willing seller, not 
compelled to sell, and a willing buyer, not compelled to buy.’ There is 
no provision in this concept “for the evaluation of indirect or con- 
sequential damage. Likewise, it has always been considered to be 
a strictly judicial function to determine what constitutes ‘just 
compensation” as guaranteed by the fifth amendment of the Constitu- 
tion of the United States for the taking of private property for 
public use. 

For these reasons it is considered that H. R. 6074 and H. R. 6569 
should in any event be amended first to recognize that title to 
the lands involved is already vested in the United States and second 
to delete any reference to the payment to he made under the bills as 
constituting just compensation. To effectuate these objectives it is 
recommended that, if the committee favorably considers additional 
payments to the Indians of the Lower Brule Sioux Reservation, S. 
Dak., the bills be amended as follows. 

(a) The title I be revised to indicate its limited scope by substituting 
the following: “To provide for additional payments to, and for the 
rehabilitation of, the Indians of the Lower Brule Sioux Reservation, 
South Dakota, whose lands have been acquired for the Fort Randall 
Dam and Reservoir project, South Dakota, and for other purposes.” 

(6) That section 1, which purports to effect the conveyance, 
section 6, which would reserve mineral rights to the former owners, 
and section 15, which would preserve the right of individual members 
to have the issue of just compensation determined in the United 
States district court, be deleted. 

(c) That section 2, which would establish the amount to be paid as 
“just compensation”, be modified to indicate the amount, if any, 
determined to be paid to the Indians of the Lower Brule Sioux Reser- 
vation in addition to the amount paid or to be paid in the pending 
condemnation proceedings. In this connection it is recommended 
that a maximum limitation be retained on the total amount to be paid. 

(d) That part 2 of the bills containing a description of the ‘taking 
area” be deleted since the land has been acquired and an accurate 
description is therefore unnecessary in any legislation for additional 
payments. 

It is further recommended that the following amendment be made to 
properly reflect the factual conditions existing at this time: 

a) That section 3, which would authorize the relocation at Govern- 
ment expense of Indian cemeteries, tribal monuments and shrines, 
be deleted as there were no Indian cemeteries, tribal monuments, or 
shrines within the area involved in these bills. 

(b) That section 4, which provides for the reconstruction of the 
Lower Brule Agency, schools, hospitals, service buildings, and other 
facilities, be deleted since the agency at the Lower Brule Sioux Reser- 
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vation is not included in the acquisition and no further relocation or 
construction is required. 

(c) That section 7, which would give the Indian tribe 9 months 
within which to remove timber and to salvage improvements, and 
section 9, which would authorize members of the tribe to continue 
residing in the area without charge until the gates of the Randall Dam 
are closed, be revised in recognition of the fact that the gates of the 
Randall Dam have been closed and that it was necessary to require 
the removal of improvements as the waters rose within the reservoir. 

(d) That section 10, which would authorize the continuing right of 
the Indians to graze stock after the gates have been closed, be amended 
by deleting the language in lines 7 and 8 of page 7 reading: “After the 
Randall Dam gates are closed and the waters of the Missouri River 
impounded” and by deleting the words “and the taking area described 
in part II hereof” appearing in line 11, page 7 and substituting for the 
latter provision “‘and the lands acquired from the Indian tribe or its 
members.” 

The Department of the Army believes that the Secretary of the 
Interior is in a better position to advise the committee concerning 
those portions of the bills that would (1) provide for the Indians funds 
in addition to the estimated just compensation: and (2) make provision 
for the rehabilitation of members of the Lower Brule Sioux Reservation 
without regard to whether or not they are or have been displaced by 
the Fort Randall Dam and Reservoir project. 

The Secretary of the Army is aware, however, that ‘just compen- 
sation’”’ as determined by the courts very often does not fully compen- 
sate owners and tenants for all of their losses, some of which are 
intangible and therefore not susceptible to determination without 
indulging in speculation. However, these factors are found in all 
governmental acquisitions and are not peculiar to the Indian land 
cases. The courts have also recognized that while just compensation 
has been defined as the value of the interest taken, it does not neces- 
sarily establish the value that a piece of property may have to the 
owner. 

Congress, in recognition of the added calculable expenses of persons 
dislocated by public-works projects of the Department of the Army, 
authorized, by section 401b of the act of July 14, 1952, as amended 
(66 Stat. 606, 624; 69 Stat. 352), the reimbursement of affected owners 
and tenants for their moving expenses not to exceed 25 percent of the 
fair value of the land involved. However, the Lower Brule Sioux 
negotiators rejected this limitation on the amount proposed to be 
paid for moving costs in the contract contemplated by the act of 
July 6, 1954. Since the act of July 14, 1952, provides that applications 
for reimbursement of moving expenses must be filed within 1 year 
from the date of acquisition of the property, the time to file expired 
January 20, 1956. 

If the payment of additional sums to the Indian tribe in connection 
with either the relocation or rehabilitation of its members 1s favorably 
considered, it is recommended that sections 2 and 5 be further amended 
to provide that the funds established shall be administered by the 
Secretary of the Interior and all payments be made by him. 

The fiscal effect of this measure is difficult for the Department of 
the Army to evaluate. However, section 2 would authorize payment 
of $1,226,786.64 110re than the just compensation estimated by the 
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Department of the Army, based on the appraisals of the Missouri 
River Basin investigations project staff of the Department of the 
Interior, plans rehabilitation payments in the amount of $6,348,316 
reimbursement for expenses in the amount of $100,000, and other 
direct and indirect undetermined costs of benefits conferred as rights 
that would be granted to the Indian tribe. 

Although time does not permit the submission of this report to 
Bureau of the Budget, the Bureau of the Budget advised on S. 953, 
84th Congress, a similar bill, that there was no objection to the sub- 
mission of a similar re port, and that the Bureau of the Budget would 
interpose no objection to the enactment of H. R. 6074 and H. R. 6569, 
if the bills were amended to conform to the recommendations made in 
the report of the Secretary of the Interior, and if the amounts of the 
monetary awards are reduced to generally conform to the amounts 
awarded the Indians of the Cheyenne River Reservation under the 
provisions of the act of September 3, 1954 (68 Stat. 1191; Public 
Law 776, 83d Cong.). 

Sincerely yours, 
Wicsper M. Brucker, 
Secretary of the Army. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 29, 1957. 
Hon. Crarr ENG LE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EncGie: Your committee has requested a report on 
H. R. 6074, a bill to provide for the acquisition of lands by the United 
States required for the reservow created by the construction of 
Randal] Dam on the Missouri River and for rehabilitation of the 
Indians of the Lower Brule Sioux Reservation, S. Dak., and for 
other purposes. 

After our report was prepared, the Indian representatives of the 
tribe testified before the Subcommittee on Indian Affairs and indi- 
cated that they wished the subcommittee to defer action on the bill 
as introduced until they had prepared and negotiated a different 
approach. We shall, therefore, withhold our report on H. R. 6074 
until these negotiations have been completed. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior, 


DEPARTMENT OF THE INTERIOR, 


OFFICE OF THE SECRETARY, 
Washington, D. C., April 17, 1968. 


Hon. James A. HALey, 
Chairman, Subcommittee on Indian Affairs, 
Commauttee on Interior and Insular i fairs, 
House of epresentatives, Washington, D. C. 


Dear Mr. Hatey: At the conclusion of your last hearings on H. R:; 


10786 and H. R. 6074 you indicated that a committee print of each 
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bill would be prepared showing the changes recommended by the 
tribes and by this Department. 

In order to facilitate the preparation of the committee prints, there 
are enclosed redrafts of each bill which include all of the amendments 
heretofore proposed by the tribes and by this Department. Some 
editing of the language has been done in the interest of clarity, but 
the substance of the prior recommendations has not been changed. 

These identical redrafts were submitted to the tribes and their 
attorney, Mr. Sharpe, for review and we are informed that the redrafts 
are entirely satisfactory to the tribes 

Your attention is directed to the following points: 

We understand that the tribes and the Department of Justice 
have not yet agreed on the amount by which the Missouri River 
Basin investigation appraisals should be increased to reflect increases 
in values that occurred after the appraisals were made. If Congress 
decides to fix such amount it would be preferable to do so by a per- 
centage figure rather than by a dollar figure in order to simplify the 
procedure of identifying the value of each separate tract. 

The tribes and this Department propose different language for 
the last phrase in section 6. 

The tribes propose a new section with respect to tax exemptions 
that is quite broad. While we have not previously commented on the 
language, we have no objection to it. 

The Department of the Army has participated in the preparation 
of the materials requested by the subcommittee in connection with the 
Standing Rock bill (H. R. 6075), and some of its comments on those 
materials would be anplitebie here. See in particular its reeommenda- 
tion (a) that any payment in excess of just compensation not be identi- 
fied as a payment for indirect damages, and (6) that any payment in 
excess of just compensation not be charged to the project. If either 
of these recommendations should be adopted for Standing Rock, a 
consistent approach should be taken on H. R. 10786 and H. R. 6074. 

Sincerely yours, 
Rocer C, Ernst, 
Assistant Secretary of the Interior. 


Succestep Reprart or H. R. 6074 


A BILL To provide for the acquisition of lands by the United States re- 
quired for the reservoir created by the construction of Randall Dam 
on the Missouri River and for rehabilitation of the Indians of the 
Lower Brule Sioux Reservation, South Dakota, and for other pur- 
poses 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That in addi- 
tion to the fair value of the lands or interests in lands belong- 
ing to the Indians of the Lower Brule Reservation that were 
acquired by the United States for the purposes of the Randall 
Dam and Reservoir project by condemnation in the case of 
Un ated States Vv. 7996 26 Acres of Land, Civil Action No. 186 
filed in the United States District Court for the District of 
South Dakota, Central Division, such Indians shall receive 
the nore “ payments and benefits provided for in this Act. 

Sec. 2. The Secretary of the Army shall pay out of 
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funds appropriated for the construction of the Randall project 
the sum of $ , representing indirect damages, 
which sum, together with the sums paid to the tribe and the 
members thereof as direct damages for the land acquired pur- 
suant to the condemnation actions referred to in section 1 of 
this Act, shall be in final and complete settlement of all claims, 
rights, and demands of the tribe and its members arising out 
of the construction of the Randall project. The sum appro- 
priated as indirect damages pursuant to this subsection and 
the sum payable to the tribe as direct damages pursuant to 
said condemnation action shall be deposited to the credit of 
the tribe in the Treasury of the United States, and shall draw 
interest at the rate of four percent per annum until expended. 
Out of such sums shall be paid the cost of moving dwellings 
and other buildings owned by Indians from the Randall proj- 
ect area. 

(b) The Secretary of the Army shall pay to the former 
owners of the land acquired pursuant to the condemnation 
actions referred to in section 1 of this Act the difference, if 
any, between the appraised value of the land by the Mis- 
souri River Basin Investigation staff, increased by $ ; 
and the compensation awarded by the court. The distribu- 
tion of such payment shall be on the basis of a percentage 
of the amounts shown for each tract and ownership on the 
Missouri River Basin Investigation staff appraisal. 

Sec. 3. The Secretary of the Army, out of funds appropri- 
ated for the construction of the Randall project, and not 
from funds provided by this Act, shall relocate and _ re- 
establish such Indian cemeteries, tribal monuments, and 
shrines within the area taken by the condemnation actions 
referred to in section 1 of this Act as the tribal council of the 
tribe shall select and designate, with the approval of the 
Secretary of the Interior. 

Sec. 4. All of the right, title, and interest of the United 
States in the minerals that were acquired by the United States 
in the condemnation action referred to in section 1 of this 
Act are hereby reconveyed to the former owners from whom 
they were acquired by the United States, but the extraction 
and use of such minerals shall be subject to regulations of the 
Chief of Engineers, United States Army, for the protection 
of the Randall project. 

Sec. 5. Up to 60 days before the individual landowners are 
required to vacate the land, they shall have the right without 
charge to cut and remove all timber from their respective 
lands and to salvage the improvements on their respective 
lands, but if said rights are waived or not exercised within the 
time limit specified the tribe, through the tribal council, may 
exercise the right: Provided, That the salvage permitted 
by this section shall not be construed to be double compensa- 
tion. 

Sec. 6. After the Randall Dam gates are closed and the 
waters of the Missouri River impounded, the said Indian 
tribe and the members thereof shall be given permission, 
without cost, to graze stock on the land between the water 
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evel of the reservoir and the boundary of the taking area: 
The said tribal council and the members of said Indian tribe 
shall be permitted to have, without cost, access to the shore- 
line of the reservoir including permission to hunt and fish in 
and on the aforesaid shoreline and reservoir, subject, how- 
ever, to regulations *governing the corresponding use by 
other citizens of the United States.* 

Sec. 7. For the purposes of (1) providing substitute land 
for individual Indians whose land is within the taking area, 
(2) consolidating land holdings, and (3) eliminating fraction- 
ated heirship interests within the reservation, the Secretary 
of the Interior is authorized to purchase, with funds made 
available by such individual Indians or by the tribe, land or 
interests in land, and to sell tribal land upon request of the 
tribe, but no service charge shall be made by the United 
States. The land selected by and purchased for individual 
Indians may be either inside or outside the boundaries of the 
reservation as diminished. ‘Title to any land or interests in 
land acquired within the boundaries of the reservation shall 
be taken in the name of the United States in trust for the tribe 
or the individual Indian for whom the land is acquired, and 
title to any land or interests in land acquired outside the 
boundaries of the reservation shall be taken in the name of 
the individual for whom it is acquired. Trust titles shall be 
subject to the laws and regulations applicable to other trust 
titles within the reservation. 

For the purposes of this section, the Secretary of the Interior 
is also authorized to partition or sell individually owned land 
in which all interests are in a trust or restricted status upon 
request of the owners of a 51 percent interest in the land, 
Any such sale shall be by competitive bid, except that with 
the concurrence of the owners of a 51 percent interest in the 
land, any owner of an interest in the land, or the tribe, if 
the land is within the reservation, shall have the right to 
purchase the land within a reasonable time fixed by the 
Secretary prior to a competitive sale at not less than its ap- 
praised value. If more than one preference right is exercised, 
the sale shall be by competitive bid limited to the tribe and 
to the persons entitled to a preference. The Secretary of 
the Interior may represent for the purpose of this paragraph 
any Indian owner who is a minor, or who is non compos 
mentis and, after giving reasonable notice of the proposed 
sale by publication, may represent an Indian owner who 
cannot be located, and he may execute any title documents 
necessary to convey a marketable and recordable title. 

Notning in this section shall be construed to diminish 
the authority to acquire, sell, or exchange land that is contain- 
tained in other provisions of law. 

Sec. 8. No part of any expenditure made by the United 
States under any or all of the provisions of this agreement 
and the subsequent acts of ratification shall be charged as an 

* The tribe wants the langus age between * and * to read “ agreed on by the tribal council and the Chief 


of Engineers, United States Army.”’ That language would leave hunting and fishing unregulated in the 
event of a failure to agree on regulations. 
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offset or counterclaim against any tribal claim which has 
arisen under any treaty, law, or Executive order of the United 
States prior to the effective date of taking of said land as 
eee for in section 1 hereof and the payment of Sioux 

enefits as provided for in section 17 of the said Act of 
March 2, 1889 (25 Stat. 888), as amended, shall be continued 
under the provisions of section 14 of the Indian Reorganiza- 
tion Act of June 18, 1934 (48 Stat. 984), on the basis now 
in operation without regard to the loss of tribal land within 
the taking area under the provisions of this Act. 

Sec. 9. The Secretary of the Treasury, upon certification 
by the Secretary of the Interior, shall reimburse the tribe for 
fees and expenses incurred in connection with the taking 
of tribal and individual Indian lands for the Randall project; 
Provided, That such reimbursable fees and expenses do not 
exceed in the aggregate $100,000, of which not more than 
$50,000 shall be reimbursable as attorney fees. 

Sec. 10. There is hereby authorized to be appropriated 
such sums as may be necessary for the purposes of this Act. 

Sec. 11. All funds paid to the tribe and the members 
thereof, either pursuant to this Act of pursuant to the con- 
demnation action referred to in section 1 of this Act, as direct 
or indirect damages for the lands acquired by the United 
States shall be exempt from all forms of State and Federal 
taxation. All personal property belonging to the tribe or 
members of the tribe that is located on or produced from 
the trust or restricted land within the reservation and all 
income therefrom shall be exempt from all forms of State 
and Federal taxes as long as the land remains in a trust or 
restricted status. 


DEPARTMENT OF THE ARMY ANALYsIS OF DEPARTMENT OF 
THE INTERIOR AND TRIBAL Reprart oF H. R. 6074, 85TH 
Concress, A Britt TO PROVIDE FOR THE ACQUISITION OF 
LANDS BY THE UNITED STATES REQUIRED FOR THE RESER- 
vorR CREATED BY THE CONSTRUCTION OF RANDALL Dam 
ON THE Missouri RIvER AND FOR REHABILITATION OF 
THE INDIANS OF THE LOWER BRULE Sioux RESERVATION, 
Souts Dakota, aND For Oruer PurpPosEs 


Although the redraft includes no provisions for rehabilita- 
tion and seeks to recognize that the United States has 
previously acquired title to the property involved, there has 
been no change in the title of the bill. As indicated in the 
departmental report of May 15, 1957, it is recommended 
that the title be deleted and that there be substituted the 
following: 

“To provide for additional payments to the Indians of 
Lower Brule Sioux Reservation, South Dakota, whose lands 
have been acquired for the Fort Randall Dam and Reservoir 
project, and for other purposes.” 
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After sections 1 and 2 insert: 

“For THE DrePpARTMENT OF THE ARMY: ; 

“The Department of the Army recommends deletion of 
both sections 1 and 2 above and the substitution of the follow- 
ing as section 1; 

“¢*That the Secretary of the Treasury is authorized and 
directed to pay to the tribal council of the Lower Brule Sioux 
Reservation, South Dakota, for itself and for the benefit of 
members of the tribe, out of any money in the Treasury not 
otherwise appropriated, in settlement of all claims, rights, and 
demands of said tribe and its members arising out of the con- 
struction of the Fort Randall Dam and Reservoir project, an 
amount equal to the difference between $______---- and the 
sum paid for the taking of lands in condemnation proceedings 
entitled ‘United States of America, Plaintiff v. 7,996.62 acres 
of land etc. and Lower Brule Tribe of Sioux Indians et al, 
Defendants’, Civil No. 186, filed in the United States District 
Court for the District of South Dakota.’ 

“(Norre.—lIf the total amount set forth in H. R. 6074 is 
used as a basis for determining the amount to be paid over 
and above the estimate of just compensation developed by the 
Department of the Army, the amount to be inserted in the 
blank space above would be $1 ,497,397.29 with the additional 
sum authorized by statute $1,226,786.64.)” 

1. It is submitted that the proposed amendment has the 
advantage of establishing a total amount to be paid and that 
it thereafter makes no difference whether there is a trial or 
stipulated settlement in the pending condemnation proceed- 
ings. Under the tribal and Department of the Interior pro- 
posal, it would be necessary first to either settle the pending 
proceedings, or know how much has been awarded in the con- 
demnation proceedings, before filling in the amount of the 
second phase of added compensation. 

2. In addition section 2 would set up separately a sum 
representing “indirect damages’, which, being indefinite 
and intangible, are not susceptible of accurate determina- 
tion. Since so-called indirect damages are found to some 
degree in all governmental acquisitions, the Department of 
the Army believes it would be in the national interest that, 
if the committee favorably considers payments to the Indians 
over and above just compensation, they should not be 
characterized as being for any particular item and should be 
in satisfaction of all claims that the tribe and the individual 
Indians involved may have in connection with the taking of 
any of their lands for the project. 

After section 3 insert: 

“(Note.—The Department of the Army agrees in the 
objective of this section but states that it is unnecessary, 
and therefore should be deleted, as the relocations con- 
templated have been accomplished.)”’ 
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After section 4 insert: 


-“For THE DEPARTMENT OF THE ARMY: 


“Oil and gas rights were reserved to the Indians in the 
condemnation proceedings, subordinate only to the right of 
use by the United States as required by the Fort Randall 
Dam and Reservoir project, which is the same reservation 
allowed to any other owners whose property was acquired 
for the project. 

“Should the committee determine it to be in the public 
interest for the Indians to possess all mineral rights instead 
of oil and gas alone, there must be a revestment of mineral 
rights previously taken in the condemnation proceedings and 
the Department of the Army suggests that, instead of 
accomplishing a reconveyance by the Act, the legislation 
authorize the revestment as follows: 

“The Secretary of the Army shall revest or cause to be 
revested in the former owner all of the right, title, and 
interest of the United States in minerals acquired through 
the condemnation proceedings referred to in section 1 of 
this Act; but the exploration, exploitation, and development 
of the minerals, including oil and gas, shall be subject to all 
reasonable regulatious which may be imposed. by the Secre- 
tary of the Army for the protection of the Fort Randall 
Dam and Reservoir project.’ 

“(Norr.—To the extent that the same principle is in- 
volved, the above recommended language is identical with 
the language agreed upon among the Standing Rock Sioux 
Tribe, the Department of the Interior, and the Department 
of the Army in connection with the proposed amendments 
to H. R. 6075, Amendment No. 10, page 6 of Committee 
Print No. 21-A.)”’ 

After section 5 insert: 

“For THE DEPARTMENT OF THE ARMY: 

“The landowners involved have heretofore vacated the 
land and, the Department of the Army believes, removed 
such improvements and timber as they desired. If the 
committee favorably approves the principle of allowing the 
Indians to retain timber and salvaged improvements without 
payment therefor, and to allow further removal of timber 
consistent with project progress, it is suggested that the 
section be revised to read: 

“Sec. 5. Individual former owners shall have the right, 
without charge, prior to September 30, 1958, to cut and 
remove all timber and salvage any remaining improve ments 
on the respective lands ac quired from them under condemna- 
tion proceedings referred to in section 1 hereof; but if said 
rights are waived or not exercised by September 30, 1958, 
the tribe, through the tribal council, may, prior to January 1, 
1959, exercise the rights. The Secretary of the Army shall 
permit the individual Indians and the tribe to retain timber 
and improvements previously removed from the lands ac- 
quired in the aforementioned condemnation proceedings 
without charge therefor: Provided, That the salvage pre- 
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viously accomplished or permitted by this section shall not be 
construed to be double compensation.’ ” 

After section 6 insert: 

“For THE DePARTMENT OF THE ARMY: 

“While the Department of the Army has not acquired any 
lands for the Big Bend Dam and Reservoir project, South 
Dakota, it is possible that the privileges proposed to be 
granted by this section might involve lands of the Big Bend 
project. If the committee determines it to be in the public 
interest to permit grazing, hunting, and fishing by the 
Indians, the Department of the Army would have no objec- 
tion to the language proposed by the Department of the 
Interior if the section is modified to assure that there is no 
claim for future interference with or limitation of grazing, 
hunting and fishing by reason of the Big Bend Dam and 
Reservoir. ‘To accomplish this it is suggested that the 
following be added to section 6: 

“*Provided, however, That the permission granted by this 
section shall not be construed to create any right which, if 
interfered with or limited as required by an authorized 
flood control project, would entitle the Tribe or its members 
to compens sation therefor.’ 

After section 7 insert: 

“The Department of the Army has no comment on this 
section 

After section 8 insert: 

“The Department of the Army has no comment on this 
section.” 

After section 9 insert: 

“The Department of the Army agrees in the language but 
expresses no view as to the dollar figures.” 

After section 10 insert: 

“The Department of the Army agrees.” 

After section 11 insert: 

“The Department of the Army has no comment on this 
section.” 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 12663. 
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Avucust? 14, 1958.—Ordered to be printed MAIN 
| ' ROOM 





Mr. Pasrore, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 
{To accompany S. 4273] 


The Joint Committee on Atomic Energy, having considered 8. 4273, 
an original committee bill to provide for cooperation with the European 
Atomic Energy Community (KEURATOM), reports favorably thereon 
with amendments, and recommends that the bill, as amended, do pass. 

The amendments are as follows: 

On page 3, line 23, strike out the words “up to” and insert in lieu 
thereof the words “not more than.” 

On page 3, line 24, strike out “‘(b)” and insert in lieu thereof ‘‘(c)”’. 

On page 6, line 13, after 1973,” insert the following: ‘(or December 
31, 1975, for not more than two reactors selected under section 2 (c))’’. 

On page 7, line 18, strike out the word “public” and insert in lieu 
thereof the words ‘‘third party.” 

All of the above amendments recommended by the committee are 
minor or technical in nature. 


SUMMARY OF BILL 


This bill provides for cooperation between the United States and 
the European Atomic Energy Community (KEURATOM) to develop 
atomic power. 

Section 1 of the bill states that this act may be cited as 
the “EURATOM Cooperation Act of 1958.” 

Section 2 of the bill defines the following terms, as used in the act: 
“The Community’’; “the Commission”; and “joint program.” ‘The 
joint program,” as defined, would bring into operation in the territory 
of the members of the Community powerplants using nuclear reactors 
having, as a goal, a total installed capacity of approximately 1 million 
kilowatts of electricity by December 31, 1963, except that 2 reactors 
may be selected to be in operation by December 31, 1965. 
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Section 3 of the bill authorizes to be appropriated to the C ommission 
$3 million as an initial authorization for fiscal year 1959 for use in a 
cooperative program of research and development. The Com- 
mission may enter into contracts up to 5 years under the program, 
provided that the Community authorizes an equivalent amount for 
use in the cooperative program of research and development. 

Section 4 of the bill provides that the Commission is authorized 
within limits of amounts which may hereafter be authorized to be 
appropriated to make guaranty contracts which shall in the aggregate 
not exceed a total contingent liability of $90 million designed to assure 
that the charges to an operator of a reactor constructed under the 
joint program for fabricating, processing, and transporting fuel will 
be no greater than would result under the fuel fabricating and fuel 
life guaranties which the Commission shall establish for such reactor. 
Within limits of such amounts the Commission is authorized to make 
contracts, without regard to the provisions of sections 3679 and 3709 
of the Revised Statutes, for such periods of time as it determines to 
be necessary provided that no such contracts may extend for a period 
longer than 10 years of operation or prior to December 31, 1973 (or 
December 31, 1975, for not more than 2 reactors selected under sec. 
2.(c)) whichever is earlier. Section 4 also provides that in establishing 
criteria for the selection of projects and in entering into such guaranty 
contracts, the Commission shall be guided by five principles, as ex- 
plained in more detail in the section-by-section analysis. 

Section 5 of the bill authorizes for sale or lease to the Community 
30,000 kilograms of contained uranium 235 and 1 kilogram of plu- 
tonium provided that the Government of the United States shall 
obtain the equivalent of a first lien on any such material sold to the 
Community for which payment is not made in full at the time of 
transfer. 

Section 6 of the bill authorizes the Commission to purchase or 
otherwise acquire from the Community special nuclear material from 
reactors constructed under the joint program up to 4,100 kilograms 
of plutonium for use only for peaceful purposes. With respect to 
plutonium, no such contract shall be for a period greater than 10 
years of operation of such reactor or December 31, 1973 (or December 
31, 1975, for not more than 2 reactors selected under sec. 2 (c)), 
whichever is earlier and the price shall not be in excess of the Com- 
mission’s established price for such material as fuel in a nuclear 
reactor. 

Section 7 of the bill provides that the Government of the United 
States shall not be liable for any damages or public liability arising 
out of or resulting from the joint program, provided that nothing in 
that section shall deprive any person of any rights under section 170 
of the Atomic Energy Act of 1954. The Government of the United 
States shall take such steps as may be necessary including appro- 
priate disclaimer or indemnity arrangements to carry out the pro- 
visions of this section. 

A more detailed description of the bill is contained in the section- 
by-section analysis of this report. 


BACKGROUND 


On June 23, 1958, the Joint Committee received the following letter 
from the Atomic Energy Commission concerning the proposed program 
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DEPOSPREO BY THE 
UNITED STATES PEAS: th the European Atomic Energy Community 

(EURATOM), and the legislative action being requested of the 
Congress. 

Unirep States Atomic Enercy Commission, 

Washington, D. C., June 28, 1958. 
Hon. Car. T, Duruam, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D. C. 

Dear Mr. Durnam: The President has transmitted to the Speaker 
of the House of Representatives and the President of the Senate a 
proposed international agreement between the United States of 
America and the European Atomic Energy Community for the ap- 
proval by Congress pursuant to provisions of sections 11 (1) and 124 
of the Atomic Energy Act of 1954, as amended. The approval 
by the Congress of the proposed international agreement will be 
one of the first steps necessary to initiate a proposed cooperative 
nuclear power program between the United States and the Com- 
munity which will be designed to foster the construction in Europe 
by 1963 of approximately 6 major nuclear power reactors having a 
total installed capacity of approximately 1 million kilowatts of elec- 


tricity. I am enclosing a copy of the President’s message of trans- 
mittal (appendix A) as well as the international agreement (appendix 
B). 


On May 29, 1958, the Commission of the European Atomic Energy 
Community and on June 12, 1958, the Secrets iry of State and I signed 
a memorandum of understanding which was prepared as the first 
step in reaching agreement with respect to the proposed program, 
Enclosed are three certified copies of this document (appendix C), 
There also has been negotiated, pursuant to section 123 of the act, a 
proposed agreement for cooperation embodying the proposed program 
which has been initialed by the parties. I am enclosing three certified 
copies of this document for the information of the Joint C ommittee 
(appendix D). Following the approval of the international agreement 
by Congress the agreement for cooperation will be submitted to the 
President in conformance with the provisions of section 123 of the 
act and thereafter submitted to the Joint Committee in the usual 
manner, 

In his message to Congress the President noted that, in addition 
to the international agreement, the necessary legislative, authoriza- 
tion, and appropriation requests required to carry out the program 
would be submitted shortly. There is tr aanakaal herewith as ap- 
pendix K a draft bill providing such additional authority as the 
Commission believes necessary to carry out the proposed program. 

| believe it would be helpful if I summarized the proposed program 
of cooperation as well as the legislative action being requested so 
that you might see how the two are related. 

The aim of the joint program is to bring into operation in the 
( ommunity, by 1963, about 1 mullion electric kilowatts of installed 
nuclear capacity, in reactors of proven types developed in the United 
States, and to initiate immediately a joint research and development 
program centered on these types of reactors. The program would be 
conducted so as to obtain maximum support of the industries of the 
Community and of the United States in achieving these objectives. 
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The total capital cost of the reactors to be included in the program, 
exclusive of fuel, has been estimated as not to exceed $350 million. 
Approximately $215 million would be provided for by the participat- 
ing utilities and other European sources of capital, such financing to 
be arranged with the appropriate assistance of EURATOM. In addi- 
tion, up to $135 million would be provided by the Export-Import 
Bank to EURATOM in the form of a long-term line of credit at 
45 percent interest to cover a portion of the total capital costs. The 
funds provided by the Export-Import Bank would be re-lent by 
EURATOM. Preliminary contacts by EURATOM with European 
utilities have indicated that the utilities will have no difficulty in 
arranging financing equivalent to that needed for 1 million kilowatts 
of conventional power—about $150 million. This, plus the United 
States loan of $135 million, leaves approximately $65 million to be 
found of the overall capital cost of the program. ‘The President of 
the EURATOM Commission has already approached the European 
Investment Bank and has asked that the bank take the lead in 
arranging for financing this remaining $65 million. 

The nuclear powerplants under the program will be built, owned, 
and operated by utilities in the member states. All risks due to 
uncertainties In construction, maintenance, and operating costs and 
load factors will be borne directly by these utilities. In the course 
of the negotiation it was determined that the economic risks associated 
today with the reactor fuel cycle must be minimized if participation by 
the European utility industry is to be reasonably assured. To this 
end, the United States, for a 10-year period of operation, will guarantee 
ceiling costs for the fabrication of the fuel elements required, as well as 
a fixed life for these elements. The provision of this form of assistance 
is considered to be vital to the success of the program. Attachment A 
to the memorandum of understanding enclosed describes this proposed 
fuel cycle arrangement in detail. 

Section 4 of the proposed legislation, in accordance with section 
261 (a) (2) of the Atomic Energy Act, would provide the funds and 
other authority necessary to carry out this aspect of the joint program. 
Contracts entered into under this section would not extend for a period 
longer than that necessary to cover fuel loaded into a reactor con- 
structed under the joint program during 10 vears of its operation or 
prior to December 31, 1973, whichever is earlier. 

A joint research and development program also would be established. 
This program, which would be for a 10-year period, would be centered 
on the improvement in the performance of the reactors involved in 
the program, and the lowering of fuel cycle costs. During the first 
5 years, the financial contribution of the Community and the United 
States would amount to about $50 million each. The sum required 
for the second 5-year period would be determined at a later date. 
Section 5 of the proposed legislation would provide the Commission 
with the authority it requires to participate in this phase of the 
program. 

Under the arrangements proposed, the United States would sell to 
the Community a net quantity of 30,000 kilograms of contained 
U 235 in uranium to cover the f fueling and other requirements of 

he program for such material over a 20-year operating period. The 
initial operating inventory, which amounts to kp ne tely 9,000 


) 


kilograms of contained U-235, would be sold to the Community on a 
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deferred payment basis. The balance of about 20,000 kilograms, 
which represents estimated burnup and process losses over the 20- 
year operating period, and 1,000 kilograms to provide for research 
and test reactors associated with the program, would be paid for on a 
current basis. 

A relatively small amount of plutonium would be provided to the 
Community for research purposes. The quantities of enriched ura- 
nium to be made available would come from quantities of U-235 set 
aside by the President under section 41 b of the Atomic Energy Act 
for distribution to foreign countries. Section 5 of the proposed bill 
contains the congressional authorization which is required, pursuant 
to section 54 of the Atomic Energy Act, before quantities of spec ial 
nuclear material may be transferred to “a group of nations.” The 
transfer, of course, also would be subject to the provisions of the 
agreement for cooperation to be entered into between the United States 
and the European Atomic Energy Community. 

Ownership and responsibility for the approximate quantity of 21,000 
kilograms of special nuclear material for which ERUATOM pays in 
cash will be transferred to the Community at a designated port or 
ports of embarkation. For the initial operating inventory of about 
9,000 kilograms made available under a deferred payment plan the 
Commission will retain such rights in the material as are appropriate 
to secure the payment of the debt due under the sales agreement 
Such rights will be encumbrances on the material and will be set forth 
in the sales agreement. They will include provisions relating to the 
return of speci: al nuclear material in sufficient quantities to satisfy 
the Community’s debt to the Commission in the event EURATOM 
does not meet the payment schedule set forth in the sales agreement 
and provisions that the Community will not establish any obligation 
with respect to such material which has priority over the Commission’s 
nents. 

It is contemplated that the United States also would be prepared 
to perform, on terms and conditions to be agreed, chemical processing 
services with respect lo any source or spec ial nuclear material received 
by EURATONI from the United States under this program. Section 
6 of the proposed legis slation would permit the Atomic nergy Com- 
mission to enter into long-term contracts with the Community to 
provide such services for such periods of time as the Commission may 
deem necessary or desirable at established domestic prices in effect 
in the United States at the time of delivery of such material. 

The arrangements that have been formulated provide that the 
International Atomic Energy Agency would have the right of first 
option to purchase special nuclear materials produced in reactors 
fueled with materials obtained from the United States under the 
joint program, which are in excess of the Community’s need for such 
material for peaceful uses. In the event this option was not exercised 
by the Agency, the United States would be prepared to purchase such 
material. Such purchases by the IAEA or the United States would 
be at the established fuel value price in effect in the United States at 
the time of purchase. In keeping with the President’s announcement 
of November 18, 1956, the material purchased by the United States 
would be used solely for peaceful purposes. Section 7 (a) of the 
proposed legislation authorizes the Atomic Energy Commission to 
acquire from the Community up to 4,100 kilograms of plutonium for 
peaceful purposes 
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In conjunction with this phase of the program it has been concluded 
that it will be necessary to provide the Atomic Energy Commission 
with authority to enter into contracts with EURATOM which would 
provide the utilities participating in the program with a long-term 
assurance regarding the acquisition by the United States of the 
plutonium involved. Section 7 (b) of the proposed legislation, 
accordingly, provides that the Commission may enter into contrac ts 
for the acquisition of such ms aan provided that no such contrac 
shall be for a period greater than 10 years of operation of the reactors 
involved or extend beyond December 31, 1973, whichever is eas 
This section also provides that this material must be purchased a 
the Cominission’s established fuel value price at the time of delivery 
for such eee Section 7 (c) further provides that the Commission 
may enter into contracts for the acquisition of enriched uranium from 
the ( onan ity provided that any such contract does not extend 
beyond t the terminal date of the agreement for cooperation to be 
entered into betieéor the United States and the Community, the 
quantities so acquired do not exceed those distributed to the Com- 
munity by the Commission, less burnup, and the price paid for the 
material does not exceed the Commission’s established charges for 
such material in effect at the time of delivery to the Commission. 

One of the major purposes of the proposed program \ ould be to 
provide industry in the United States and Europe with important 
enginecring expe ‘rience and data on capital and operating costs. 
As a consequence the proposed arrangement contemplates that 
technological and economic data developed under the jomt program 
will be made available to the industries within the Community and 
the United States under provi ions designed to assure the w idespread 
dissemination of information developed in the course of the pre 1 

In formulating the proposed program the representatives of the 
Community and | that it would be in 
their interest to establish a mutually ac eptable arrangement which 
would assure that the materials involved would be used solely for 
peaceft il purposes. Under the arrangement that has been developed, 
the Community has made all of the guaranties required by the Atomic 
Energy Act that none of the materials supplies will be used for mili- 
tary purposes. The Community also has assumed the responsibilits 
for the establishment of a safeguard system In accordance with a series 
of principles set forth in the memorandum of understanding. These 
prince iples are compatible with and are based on article XIT of the 
Statute of the International Atomic Enereyv Ag‘ ney, chapter Vil of 
the treaty est tablishin ¢ the European Atomic Energy Community and 
those adopted by the United States in its compre ‘hensive agreements 
for cooperation. The systems to be established will be designed to 
assure that the materials received from the United States, as well as 
special nuclear material produced therefrom, only will be used for 
peaceful purposes. The United States will assist the Community in 
establishing the system and there will be frequent consultations and 
visits to assure that the system is operating effectively under the 
agreed-upon principles. Both parties have agreed that the terms of 
the agreement include permission for verification, by mutually ap- 
proved scientific methods, of the effectiveness of the safeguard and 
control systems applied to nuclear materials received from the other 


party or derived therefrom in connection with the joint program. 


id the United States recoenized 
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The continuation of the cooperative program will be contingent upon 
the Community’s establishing and maintaining a mutually satisfactory 
safeguards svstem. The Community also is prepared to consult with 
the International Atomic Energy Agency to assure that the system 
will be reasonably compatible with that of the Agency. In addition, 
in the event of the establishment of an international safeguards and 
control system by the International Atomic Energy Agency, the 
United States and EURATOM will consult regarding assumption by 
that Agency of the safeguards and control over fissionable material 
utilized and produced in implementation of the joint program. The 
Atomic Energy Commission and the Department of State believe 
that the special safeguard arrangement proposed with EURATOM 
will provide the United States with the assurance that the materials 
involved will be used only for peaceful purposes. 

Lastly, in the light of the tight time schedule that faces us in com- 
pleting all of the necessary legislative steps during this session of 
Congress to permit the initiation of the program, section 8 of the pro- 
posed legislation provides that the Joint Committee may waive the 
requirement contained in section 123¢ of the Atomic Energy Act 
that the proposed agreement for cooperation must lie before the 
Joint Committee for 30 days while the Congress is in session. 

Appendix F to this letter contains a summary of the funding and 
financial requirements for the proposed program. 

eee G contains a series of letters that were exchanged by the 
principal negotiaters to clarify various facets of the program. 

Appe ais H contains a series of working ps pers that were developed 
in the course of _ paring the memorandum of understanding. These 
documents should be useful to the committee in revie wing ‘the back- 
ground and basic assumptions underlying the program. 

The Bureau of the Budget has reviewed the proposed legislation 
and has advise d that it is in accord with the program of the President. 

In conclusion [ should like to mention that I earnestly hope that the 
Joint Committee will give the proposed program immediate and 
aflirmative consideration. If the objectives of the program are to be 
realized on schedule it is important that all of the legislative steps 
necessary to initiate the program be completed during this session of 
Congress. The Secretary of State has advised me of his enthusiastic 
support of the program in the light of its considerable importance to 
our foreign policy objectives in Western Europe. I also believe that 
that the proposed program will result in important benefits to our 
domestic and foreign program in the field of peaceful uses of atomic 
energy. We will be happy to discuss these matters with the Joint 
Committee at your earliest convenience 

Sincerely, 


Lewis L. Srrauss, Chairman. 


The above letter transmitted various appendixes including the 
Presidential message to Congress, the international agreement which 
had been signed by representatives of the Government of the United 
States of America and EURATOM, a memorandum of understanding 
signed by the parties, the proposed agreement for cooperation initialed 
by the parties, a proposed draft bill, and certain other documents and 
working papers. 
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On June 24, 1958, Vice Chairman Anderson introduced (by request) 
the proposed draft bill as S. 4047, and on the following day Chairman 
Durham introduced (by request), an identical bill as H. R. 13119. 
On June 30, 1958, Chairman Durham sent a letter enclosing the pro- 
posed documents to approximately 50 reactor experts and industrial 
representatives, and asked their views on a number of questions, to 
be submitted to the Joint Committee as soon as possible. In addi- 
tion, Chairman Durham on July 9, 1958, sent the following letters to 
Acting Chairman Libby of AEC and Secretary of State Dulles re- 
questing certain additional information in preparation for public 
hearings. 

ConGress OF THE UNITED STATES, 
Joint ComMMITTEE ON Atromic ENERGY, 
Washington, D. C., July 9, 1958. 
Dr. Wittarp F. Lipsy, 
Acting Chairman, United Siates Atomic Knerqy (‘ommassion, 
Washington, D.C. 

Dear Dr. Lispy: This will confirm Mr. Ramey’s notification to 
Admiral Foster that the joint committee will begin public hearings on 
the EURATOM program and proposed implementing legislation 
(H. R. 13119 and 8. 4047) on Wednesday, July 16, at 10 a. m. and 

p.m. Representatives of the State Department are expected to 
lead off the testimony at 10 a.m. <A copy of our letter to the State 
Department is attached 

It is expected that Commission representatives would present 
testimony on the EURATOM program at the 2 p. m. session on 
Wednesday. 

Attached for your information is a copy of a list of questions which 
the Joint Committee has addressed to a group of reactor experts and 
industry representatives on the EURATOM program. It would be 
appreciated if the Commission would make appropriate comments 
on these questions during its presentation. 

Among other matters in which the Joint Committee will be par- 
ticularly interested, and on which testimony from the Commission 
would threes pe rtinent are the following: 

1. A description of how the technical program and financial and 
administrative arrangements were developed, including the extent to 
which the United States ——— industry as a group or 
individually was consulted in the formulation of the program. 

The relationship cae the EURATOM program and the 
United States domestic atomic energy program. What guaranties 
do we have that funds provided under the program will be used for 
contracts with United States atomic -equipment manufacturers? 

The question of whether the program is or can be planned and 
phase dso as to provide not o mniiy for eee tion of ‘ “prove nm’ reactor 
types but also for reactor types which the Commission believes can 
be proven out in a large-scale program in on time period allowed. 

The question of whether the particular subsidy arrangements 
are as desirable as possible alternatives such as capital subsidy, waiver 
of use charges, and the like. 

The mthods of protecting the United States financial interests 
in connection with the sale of U-235 on the installment plan; 1. e., 
the problem of retention of title to the material, downpayments, ete. 

6. What rights does the United States retain as to control of the 
price of the U-235 once it has been sold to EURATOM? 1. e., can 
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EKURATOM place an additional charge to cover overhead profit. 
Can EURATOM or the industrial EURATOM countries raise tariffs 
on atomic equipment sold by American manufacturers under the 
rr. 

The status of third party liability and indemnity coverage of the 
EUR ATOM program, and the effect of any delay of such coverage on 
meeting the 1963 deadline date. 

8. The question of the methods of inspection provided, and the re- 
lationship to the esaggter shorn Atomic En ergy Agency inspection 
stand: — procedures, and ] sonnel, 

a e proposed methods ‘of information exchange, and patent and 
licen ita i arrangements, including the extent to which American 
manufac turers are protected as to utilization of United States patents 
and know-how by fore lo" n firms in manuiacti iring reactors of the same 


type. 
In ade lition Lo thie , above comments and information requestec d it 
would be appreciated if you would provide the committee with in- 


formation on how the C ommission is organized to administer its over- 
all foreign atomic power program and particularly how it will be or- 
yanized to administer the Commission’s responsibilities in the 
KURATOM program. In this connection we would appreciate in- 
6m on the Commission’s organizational relationships with the 
State Department, the International Cooperation Administration and 
the E xecutive Office of the Presic le nt in connection with the adminis- 
tration of the EURATOM and other foreign atomic energy programs. 

In connection with the Committee’s interest in the foreign atomic 
power aie eg is and particularly EURATOM, it would appear desir- 
able for the Commission to bring up to — the statement of last 
year on foreign atomic power programs for inclusion as an appendix 
to the EURATOM hearings. 

Sincerely yours, 
Cart T. Durnam, Chairman. 


CONGRESS OF THE UNITED STATES, 
Joint CoMMITTEE ON Atomic ENERGY, 
Washington, D. C., July 9, 1958. 
Hon. Joun Foster Duties, 
The Secretary of Slate. 

Dear Mr. Secretary: This will confirm Mr. Ramey’s phone 
notification to Mr. Farley that the Joint Committee will begin public 
hearings on the EURATOM arrangement and agreements on W ednes- 
day, July 16, at 10 a.m. The hearing room will be announced at a 
later date. 

It is understood representatives of the State Department will lead 
off the hearings, presumably with a statement outlining how the 
EURATOM proposal fits into the Government’s overall foreign 
policy, particularly in relation to the Kuropean area. 

Attached for your information is a copy of a list of questions we 
have sent to a group of reactor experts and atomic energy industry 
representatives concerning the EL RATOM program. Representa- 
tives of the AEC also have been requested to comment on these 


S. Rept. 2370, 85-2 


to 
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questions. Please feel f { omment on any of the q estions which 
vou believe are pertinent to the State Department’s interests 

In addition to the State Depai ent’s comments alo the above 
lines it \ would a ppeal ropriate to lies Mepartment spec ifically 
to discuss the foreign policy implications of the inspection measures 
proposed for the EURATOM program a id its relationships to the 
International Atomic Enet Agency inspectio lards | proce 
dures. 

We also would like to receive information on how the State Depart- 
ment is organized to administer its responsibilities in the foreign aton 
energy field, particularly in relation to EURATOM. In that con- 
nection we would appreciate 1 formation of vour 1 ‘lations! ip WV 1 the 
Atomic Energy Commission, the Inte ional Cooperation Ad- 
ministration, and the Executive Office of the Presid : 

A copy of our lett r to the Atom1 Enel ( ml l { iched 

Sincerely yours 
Cart T. Dura Chairman 

In the: manne e, the committee members and staff f the Joint 
Committ ndertook a study and a Ut of tbh pro] d KUR- 
ATOM agreements and associated documents, and arranged fot the 
printing of a Jot Committee print tled ‘‘Proposed Kl \ TOM 
Reiacimatides with associated documents and materials 

PUB H INGS 

The Joint C 1ittee commerced public hearings on July 22, 1958, 
aa received testimony from the following representatives of the 
Department of St 

C. Douglas Dillo 1, Under Secretary for Economics Affairs; 
Philip a Farley J. Robert Si Z I, Stanley Me Ce] 

On the ic ollowing day, July 23 itl a public ! earu 1e I Com- 
mittee received testimony from the following representatives of th 
Atomic Energy Commission and the Department of State 

Commissioner John Floberg, Richard W. Cook, Deputy General 
Manage! . Frank K Pittm Directo Office of Industrial 
Developr ent, and W. K. Davis, Director, Division of Reacto 
Developme 
. Robert Scha tzel, Office of S Assistant t e Secretar ’ 
for Disarmament and Atomic Energy, Department of Stat 
Stanley D. Metzger, Assistant Legal Adviser for Econom 
Affairs, Department of Stat ‘ 
Further public hearings were held on July 24, July 29, and July 30, 
1958, at which testimony was receive ron lowi vitnesses 

Commissioner Joh 1 Flo e} Atomic Ene Co on 

J. Robert Schaetzel, Office of Special sistant to the See ry 
for Disarman t and Atomic Ene Dep run 1b OF St ite 

Maj. Gen. Julius Klein 

Lynn U. Stambaugh, First Vice President and Office Chairman, 
Board Directors, Export-Import Bank of Washington 

Herbert K. Hofttn al Office of G eral Cow e] Atomic Enerey 
Commission 

Richard W. Deputy General Manager, Atomic Energy 


Commission 
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Stanley D. Metzger, Assistant Legal Adviser for Economic 
Fe ae 


Affai rtment of State 
» | 5 } , . t T . . , 4" “rr ‘ 
Roland Anderson, Chief, Patent Branch, Atomic Energy Com- 
mission 


Jess Larson, president, Uranium Institute of America, accom- 
panied by G rdon Weller, executive vice-president 
Philip N. Powers, president, Internuclear Co. 


t 


Wallace J. Campbell, Cooperative League of the | 


Tnited States 
Carroll L. Wilsen, chairman, executive committee, Metals and 
Walter Hamilton, manager of contract operations, Nuclear De- 


» Goodman, atomic energy adviser, United Auto Workers 
Weaver, vice president, Atomic Energy, Westinghouse 


~~ een 
~ 


Aucust 5 and August 7, 1958, the Joint Committee held further 
ne : 


ines in executive session to consider the proposed agreements 1n 


receive testimony from Under Secretary of State Dillon 


Comm Nloberg. In addition, technical explanations were 
he Joint Committee by Dr. Frank K. Pittman, the Acting 
vr of the Division of Reactor Development. 


yi ving tl compl tion of the hearings, the Joint Committee met 
A ssion on August 8 and again on August 12, 1958, to con- 
prop (| lls and a draft resolution. At the completion of 

ing on August 12, Chairman Durham and Vice Chairman 

filed ¢] ills as H. R. 13749 and S. 4273, respectively, 

H. R. 13119 and S. 4146. Mr. Durham and Sena- 
in each House two concurrent resolutions with 


yroval of the international agreement with EURATOM 
Cor rent Resolutions 375 and 376 in the House and Senate 


ist 13, 1958, the Joint Committee met again in executive 
and \¢ t resolutions, and 

y from Chairman MeCone and Commissioner 

re © and Acting Secretary Herter of the Department 


low! ing on August 13, 1958, the committee continued 
ted to report House Concurrent Resolution 

HR 749. with am m , to the House and Senate 

16 \. 4273, with amendments, to the 


mments of the Joint Committee on the EURATOM legis- 
must be consi lered as directed tow ird the United States Atomic 
Commission and the State Department in the development, 
ion, and administration of the EURATOM arrangements. 


ese comment e not intended to involve or eriticize the interna] 
ngements of EURATOM and its member countries. 


joint Committee has for some time believed that a vigorous 


ited States to cooperate with foreign nations in 


= + 
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the development of atomic power is desirable. It is hoped that the 
EURATOM arrangements will contribute substantially to this effort. 

There are several reasons whiy it 1s considered necessary and desir- 
able to enter into the EURATOM arrangements at the present time. 
The State Department has testified as to the role EURATOM will 
play in the economic integration of Kurope, and this is recognized as 
an important part of our foreign policy. EURATOM will become 
increasingly important to Europe as a supplement to its growing 
energy requirements in a period when its oil supply from the Middle 
East is in dange Es 

Moreover, from the standpoint of the United States atomic energy 
program, the proposed EURATOM arrangements offer an oppor- 
tunity to develop and construct United States type reactors abroad. 
There has been a great deal of testimony that it is possible to achieve 
economic atomic power in Europe sooner than in the United States 
because convention 1] power Coss in Kut ype are C ns} lerably highe 

than in the United States. 

Perhaps of greatest interest to the United States is the opportunity 
in the EURATOM jomt program to demonstrate United States leader- 
ship in atomic energy development, an objective which the Joint 
Committe: mone rs to be of the highest importance. 

In supporting tl 'RATOM program, it should be clear that the 


Joint cmnitin dor not intend that the British foreign atomic 
powel!l efforts should be undercut. Ti is understood that EURATOM 
is negotiating with the British as well as the United States 

The Joint Committ has been assured by the Atomie Energy 
Commission that support of the EKURA'TOM program will in no way 
provide a basis for any lessening of effort in the domestic atomic 
power program. The committee looks on the EURATOM program 
as a part of a broad long-range program of domestic and foreign atomic 


power develop nen 


‘The oint Commit believes that considerable progress has been 
made in | he d velopment and negotiation of the joint program with 
MURAL 3] MURATOM was formally established. However 

many outstanding terms and conditions of substantial 
in portanc reiatiung to th research and d LOprryve Ll program, fuel 
ao Peete Sere) we eee in eae 
elemen ars { 3, ¢ t ari em Ss lor capital rac ities, nnanciai 
and mortgage arrangements on the sale of nuclear fuel on a deferred 
payment basis, and basic and detailed administrative arrangements. 

[n view of thie be } ituation. the Jol it Committe ; with the 


1 the Department 


concurrence of the Atomic Ens rey Commission, anc 
f i aia T a ] or, 
‘ s authorize United States par- 


of state. recomm I tnat the 
ticipation in the EURATONM arrangements in such a manner that 
the Congress during the next and succeeding sessions can review and 


autnorize the proposed arrangements as to specilic projects after the 
. ; ; 7 ae 
terms and conditions uave Deen Worked out more fully. 
ne pattern of cooperation with [ol \TOM., as provided in H. R 


13749 (S. 4273) 1s cousisteat with thi provisions of sections 123 and 
] 


24 of the Atomic Energy Act of 1954 as to international cooperation, 
and \V ith the provisions of ooperative atom) power d ve lopn nent as 


contemplated by section 261 ( 2) of that act. The basic recognition 
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of EURATOM as a group of nations and the agreement with 
EKURAT yM IS approved by concurrent r ‘solution under section 124. 
The EURATOM program will be implemented under an agreement 
for cooperation which, under section 123, will subsequently be sub- 
mitted to the Joint Committee and must lie before it for 30 days 
unless waived as authorized by the provisions of section 2 of H. R. 
13120 (S. 4048), the so-called AEC omnibus bill. Funds for the 
research and development program, and for fuel clement guaranty 
contracts, mst be authorized by the Congress from time to time in 
accordance with section 261 (a) (2) of the Atomic Energy Act of 1954. 


) 


ov. Techn real q als of program 


Considerable testimony was obtained on the question of the reason- 


ableness of the stated goal of the joint program as set forth in the 
proposed agieement for cooperation of achieving operation of 1 million 
kilowat f nroven reactors | 1062 The Joi Commit = ee 
diowatts of proven reactors DY LUbo. le vOINt Vommmittee Dbelleves 


it is desirable to set coals of achievement, but believes that the 1963 
target date may be somewhat optimistic. 


In order to provide greater flexibility as to the goals of the program 





; : ‘ 7 ; : a . ' } 1 1 r ° 4 ‘ 

H and the tvpes of reactors and fuel elements sel ected, the Jomt Com- 
i io, ' ‘ 1 ‘ } ™ 1 oO 1 _~ P 
mittee extended the target dates to December 31, 1965, for not 

iH 1; f } i } 

more th: wo reactors, as discussed more fully in the section-by- 

| Se ¢ 2) Li sis 

ft 

i! J ‘ . . } 

i] 1. Linanciad arrangemenis 

} 


The EURATOM joint program involves several different types of 


ineial arrangements and assistance. me mMancial sup 


port of research and development on a 50—50 basis with KURATOM: 


ities of fuel element cost and performance life: a lo n for capital 

facilities from the Export-Import Bank; deferred payment arrange- 

ts on the 9,000 kilocrams initial inventory of uranium fuel: 

i pl f not more than 4,100 kilograms of plutonium at fuel value 
t 7 ’ m 

( Nsilae rabl } testim ny was presented lurin yr tine hearing concern- 

Ine Live 6135 million loa 1 conte mplated to pe mi de by tne Kx ort 

Imoort Bank of the United States to EURATOM. An essential part 

of the ari ren ts is that the authorizations contained in this hill 

are contingent upon the loan to EURATOM from the Export -[mport 

) Bank. The committee believes that adequate security arrangements 


! 1 l [,’ 4 > } - : — ™ z 
iould be obtained by the Export-Import Bank to protect its financial 


) PP h > hiahil cl Lins 
Section 7 of the bill provides that the Government of the United 
] l ] l ’ “Ss ’ ‘ . “|° 
States shall not be liable for any damages or third party liability 
arising out or resulting from the joint program. 


nr 


The joint committee, after many days and hours of 


testimony and 
co side ration of the program, reac hed agreement on the langu ize of a 
bill to provid for the initial stages of cooperation with KURATOM. 
The joint committee believes that implementation of this program 
will constitute an important step forward both in our foreign policy 


4] 


and in the development of the peaceful uses of atomic energy. 
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SECTION BY SECTION ANALYSIS 


— Pith “hte 8 as ie ae ee Df “ss é 
Section 1 of this bill provides that this Act may be cited as the 


“EURATOM Cooperation Act of 1958.” 


}° 1° a . ¥ 
Section 2 defines three terms as used in this act. Subsection 2 (a) 
provides that “the Community” means the European Atomic Energy 


Community (Euratom). The Community is composed of the Gov- 
ernments of the countries of France, West Germany, Italy, Belgium, 
Holland, and Luxemburg. Subsection 2 (b) provides the ‘‘the 
Commission” means the Atomic Energy Commission, as established 
by the Atomic Energy Act of 1954, as amenc 
Subsection 2 (c) provides that “‘joint program’”’ means the coopera- 
tive program established by the Community and the United States 
and carried out in accordance with the provisions of an agreement for 
cooperation entered into pursuant to the provisions of section 123 of 
the Atomic Energy Act of 1954, as amended, to bring into operatio 
in the territory of the members of the Community powerplants using 
nuclear reactors of types selected by the Commission and the Com- 
munity having as a goal a total installed capacity of approximate! 
1 million kilowatts of electricity by December 31, 1963, except that 
two reactors may be selected to be in operation by December 31, 1965. 
Several changes were made in the definition of “joint program” from 


1 oe a a +4 a 4 7 ——- } 
the language originally submitted by the executive braneh to the 


Joint Committee as explained below 


rT} = ’ : 1] e- ——) he ‘ 4] . ? éé Reiatni ] 
The Joint Committee added in su ection 2 the word arried 
out in accordance with the provisions of an agreem yr cooperat 
entered into pursuant to the provisiol i s on ( \ ) 
Energy Act of 1954, as amend ” "This addition was ma In ordel 
‘] ° , . | 3 | ae 
to make clear that implementation of the program should be i 
accordance with an ager ‘ment for cooperation to | hereaiter exe 
aR ree he Joint Committee f lerat ‘emain for 
a 1d submit ed to the Joint Committee tor conside! Ion, to Tel [Ol] 
9 1 } } ‘ . . . } 1 41 4 
30 davs whil ('o! ess 1S 1 S if unless aived | Jom 
Committee 
% . } . esa a - l Y 48 os 
Secondly, the Joint Committee deleted the word “‘proven”’ bi 
1 1 ke , \T lot? 
the word types. Vianv witnesses and tetters tre rh trv te 
. ‘ Fa oe i { x | 
Joint Committee indicated that 1 vould | ( ) 
possible, the program encompass more than wate type 1 tors i? 
deletir ie the word ‘ ‘proven’? it Vi S i } led L¢ i dicate th i t} { nes 
4 j ‘ f 9 . : o ua 
selected need not be proven at the ime the act becom freetiy 
It was intended to permit consideration of additi | wes whie 
I : 
may be subsequently contracted and proucht into op 110 } 
“Re : 9 ve 1 3 s oa ti 
the roa) ol De en nber 3 a 1! 63 or Dec mber 451, 1965. tor Lwo Tr CTO 
Che Joint Committee added the words ‘“‘as a coal vefore the words 
1 ° ? ° . 4 ’ } 
“a tota sakes capacity of approximately 1 million kilowatts o 
electricity,’’ in accordance with a suggestion made by t (‘ommis 
> 2 : 1 1 1 } 
sion, in order to indicate that the dates were to be consi ed O 


and not necessarily bindiz 
Community 
Finally, Joint Committee added at the end of subsection 2 (ec 
the words ‘“‘by December 31, 1963, except that two reactors may ey 
selected to id In oper: ution by a r 31. 1965.”’ 
The testimony during sh 


r upon either the Commission or the 


i 


ee 
‘ gs indicated that the goal tentativel 
1 

i 


selected for leakalhiainc of all 1  callite kilo 


CS 
] 
i 
1963. However. the Joint Committee believed that the program 
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t actually be of more value to the Community, and enable them 
to obtain the benefit of information and experience with more ad- 
vanced types of reactors if the goal were more flexible, and therefore 
it wa S prov oni d that two reactors may be selected to be in operation 
by De ‘ccember 31, 1965. It was intended that this extension of the 
coal for ae reactors would be permissive only, and that the Com- 
mission and the Community might, if in their combined judgments 
ich action was advisable, proceed so as to have all 1 million kilowatts 
installed and in operation by December 31, 1963. 
The testimony and working papers submitted by the Commission 
ing the hearings indicated that the ee water and boiling- 
water reactors had been designated by the Commission as “proven” 
types, and that the Commission had also recommended the organic 
moderated type reactor for inclusion in the program. By striking 
he word “proven” and permitting extension of the goal for 2 years 
for 2 reactors, the Joint Committee intended that additional reactor 
types might be considered for selection in the program, as, for example, 
atural uranium heavy water moderated reactors or gas-cooled 


mii 


rs. It is also noted that the United States program includes 
omogeneous type and ar -OTap hite type reactors now in opera- 
tion. ‘The goal, as modified, \ uld also permit, but not require selec- 


ion of a reactor of an existing tee but of improved or more advanced 
ign after an additional year or two. Also, the program could 
lude reactors utilizing additional types of fuel elements. By 


modifying the definition of “joint program” in subsection 2 (c) of the 
bill the Joint Committee intended that these additional possibilities 
might be taken into consideration by the parties in selecting reactors 
ior the joint program. 

Subsection 2 (d) of the bill provides that all other terms used in this 


act shall have the same meaning as terms described in section 11 of 


Atomic Energy Act of 1954, as amended. 
Section 3 of the bill provides that there is hereby authorized to be 


appropriated to the Commission, in accordance with the provisions of 
tion 261 (a) (2) of the Atomic Energy Act of 1954, as amended, the 
of $3 million as an initial authorization for fiscal year 1959 for use 


in & cooperative program of research and development in connection 
with the types of reactors selected by the Commission and the Com- 
munity under the joint program, The bill, as originally proposed by 
the Commission, provid ed for authorization of $50 million for tbis 
program, but this was changed by the Joint Committee to provide for 
$3 million as an initial wah iorization for fiscal year 1959. It was in- 
tended that additional information should be submitted by the execu- 
tive branch as additional authorizations are requested for the program. 
The testimony during the hearings indicated that it is contemplated 
iat a total of $50 million will be requested for authorization by the 
United States for the first 5 years of a 10-year research and develop- 
program, and that funds for the second 5-years may be of the 
same order of magnitude. However, only $3 million is needed at the 
present time in order to commence the program in fiscal year 1959. 
The bil further provides that the Commission may enter into con- 
tracts for such periods as it deems necessary, but in no event to exceed 
) years, for the purpose of continuing the research and developme - 
program authorized by this section. The Joint Committee added ¢ 

proviso that the Community must authorize an equivalent amount for 
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; = : 1 os ; 

use in the cooperative program of research and development. it 1s 

: “tang ; cs 

MENGE ORG inderstood that the Community will authorize and make 
°y é } 4 = 1 lL, asp = 

available le cooperative program. $3 million to match the $3 mil- 


lion by the, United States befare the 4 omission enters into such con- 
tracts. It is further understood that the United States will conti 1ue 
to authorize amounts in the future only if equivalent amounts are 
authorized by the EURATON\ Community for use in a cooperative 
program of research and development. 

By the use of the word ‘“ juivalent,”’ it was intended to indicate 
that there shal 


reactor project in the joint program, but only that the overall amount 


| not be required a dollar-for-dollar matching on each 


i 


] { ' : eo. ae obec ad a ] 
authorized by the Communit or the research and development 
. , 4 | j i: 4] oe 
program s all be equivalent to the amount authorized by the United 
“ST 4) T 2 


BNaetinr 4 he bill wid tia » ( mim ‘7 } ajith ized 
Hection 4 O the Dill provides that the Ommission 1s authorized 


vithin the limits of amounts which may hereafter be authorized, to 


make ouaranty contracts wv hich shell in the acoTregute not ¢ Kceed a 
total contingent liabilitv of $90 million designed to assure that the 
‘tharges to an operator of a reactor constructed under the joint pro- 
gram, for fabricating, processing, and transporting fuel would be no 


ereater than would result under the fuel fabrication end fuel life 


9 ranty which the Con missio? shell establish for such reactors. 
4 1 | gi.* = - a3 3. 

No funds are authorize ry this section 4 of the bill, but only the 

| - 4] 4 4 ] | oo 
authority ior the ( OM Mission vo proceed wit plans to make contracts, 
Such contracts cannot be entered into until necessarv authorization 
ae . Rees ie ae a el } { : ahtainad f; he (' ra \\V } , 
and appropriation authority is obtained trom the ongress. nen 


such authorization and ; ppropriations are obtained, the Commission 

he net effect 
of guaranteeing to the EKURATOM operator that his fuel fabricating 
costs will not exceed a certain amount and that the uel} life guaranty 
will live up to a certain guaranteed pr rrormanc This type of 
authority was considered necessary and iain in order to permit 
the EURATOM operator to have assurance as to the costs and per- 
formance of the fuel of types ol reactors developed by the United 
states 


will then be able to enter into contracts which will have t 


In implementing this guaranty program, the Commission would 
require a guaranty by the United States manufacturer as to the fuel 
COSts ana fuel life : and then tl e Commissio! would contract with the 
manulacturel i! ecessary, SO as to perp it him to make a higher 
ruaranty to the EURATOMI operator. In addition, some guaranty 
contracts might be between the Commission and thi KURATON 


the Maximum costs of processing and transporting 


The bill, as originally proposed by the Commission, authorized 
$90 million at this time for use in the program. However, the Joint 
Committee with the concurrence of t| e Commission 1 rodified this 
section to the language indi tials in the bill in order to proy ide that 


amounts will be authorized in the future as the need is indicated. 


Under the lancuace of section 4. the $90 million figure re ae ran 
only a total contingent liability. The Commission has indicated tha 


it will Cé lculate the Maximum. contingent liability under each con- 


ere ‘ ee ] 
tract, and that the sum of the contingent liabil ties under all 
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The Commission is authorized to make contracts under this section 
without regard to the provisions of sections 3709 and 3679 of the 
Revised Statutes, as amended (pertaining to advertising and anti- 
deficiency obligations) for such periods of time as it determines to be 
necessary, provided, however, that no such contracts may extend 
for ® period longer than that necessary to cover fuel loaded into a 
reactor construc ted under the joint program during the first 10 years 
of the reactor operation, or prior to December 31, 1973, whichever 
is earlier. A special parenthesis was added by the Joint ‘Committee 
to provide “or December 31, 1975, for not more than 2 reactors 
selected under section 2 (b)” to correspond with the permissive change 
in goal as to 2 reactors under the joint program from December 31, 
1963, to December 31, 1965. In the language approved by the Com- 
mittee, the guaranty provides an incentive to proceed expeditiously 
with the construction in order that the EURATOM operator may 
qualify for the full 10 years of the guaranty program. 

The Joint Committee also added language to section 4 to provide 
that in establishing criteria for the selection of projects, and in entering 
into such guaranty contracts, the Commission shall be guided by cer- 
tain principles enumerated as (a), (b), (e), (d), and (e). The first 
principle, provided in (a) states that the ‘ Yommission shall encourage 
a strong and competitive atomic equipment manufacturing industry 
in the United States designed to provide diversified sources of supply 
for reactor parts and reactor fuel elements under the. joint program. 
[tis expected generally that EURATOM utilities will obtain competi- 
tive proposals from United States manufacturers for reactors, and the 
United States manufacturers, in turn, will obtain competitive proposals 
from fuel element fabricators when this is performed by a separate 
company. The Joint Committee endorses this procedure, but also 
recognizes that qualitative and other factors will be taken into con- 
sideration in awarding the contract. The Joint Committee realizes 
that there is a possibility that this program might benefit only 1 or 2 
of the large atomic equipment compames m the United States, and it 
is intended that the Commission shall select the projicts and enter 
into the guaranty contracts in such a way as to avoid this result. 
In some cases, it may be necessary or desirable to provide for greater 
assistance by the Commission to a smaller equipment company than 
would be necessary in case of a large equipment manufacturer. The 
Commission should not be forced in all cases to accept the low bid or 
the choice of the EURATOM operator. As a full partner in con- 
sidering the technical and economic aspects of the selection of the 
project, and in providing United States funds, the Commission is in 

position to assist the smaller manufacturer, where appropriate, in 
order to encourage a strong and competitive atomic e quipment manu- 
facturing industry in the United States. 

As the second principle to be considered by the Commission, it is 
provided in (b) that the guaranty shall be consistent with the provi- 
sions of attachment A to the memorandum of understanding between 
the Government of the United States and the Community, signed in 
Brussels on May 29, 1958, and in Washington, D. C., on June 12, 
1958, and transmitted to Congress on June 23, 1958. This attachment 
A is entitled ‘Principles for the Special Arrangements With Respect 
to the Fuel Cycles for Reactors To Be Constructed and Operated 
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Under the Program,” and is reprinted at pages 19-21 of the Joint 
Committee print entitled ‘Proposed EURATOM Agreements (with 
associated documents and materials)” dated July 1958 and_printed 
by the Government Printing Office (No. 28094). The Joint Commit- 
tee added this language to the bill providing that the guaranty shall 
be consistent with the provisions of attachment A in accordance with 
a suggestion of the Comptroller General as set forth in his letter to 
Chairman Durham dated July 22, 1958. (See pp. 121-126 of Joint 
Committee hearings on EURATOM.) 

Without this language it was felt that the Joint Committee and the 
Congress had very little assurance under the language in the bill as 
to the details of the guaranty program. Attachment A, on the othe: 
hand, contains specific information as to the objectives and the types 
of guaranty under this program. It provides that the integrity of 
the stainless steel or zirconium clad fuel elements for water typ¢ 
reactors is guaranteed to an average irradiation level of 10,000 
megawatt-days per metric ton of contained uranium, This part of 
the guaranty pertains to the fuel performance or life of the fuel e 
ments in order that the EURATOM operator may have assurance as 
the life of the fuel element to be used in the reactor. Attachment A 
also provides maximum charges for fabrication of fuel elements. It 
provides that the maximum charge for fuel elements made of uranium 
dioxide of enriched uranium of certain dimensions, and stainless steel 
cladding, shall be $100 per kilogram of contained uranium. For sim- 
ilar fuel elements clad with zirconium, the maximum charge shall be 
$140 per kilogram of contained uranium. Provision is also made for 
appropriately adjusted charges for fuel elements having different 
claddings, or (iferent dimensions or uranium enrichment. Part B of 
attachment A describes the type of elements and guaranties whicl 
the Commission shall require to be made by United States manu- 
facturers before it provides the Government guaranty. In order to 
give additional understanding, and in order to make the concept 
of the guaranty aes zram more understandable to all persons concerned, 
it was intended by the Joint Committee that reference should be made 
in the bill to the provisions of attachment A. 

The third principle which shall guide the Commission in establishing 
criteria for the selection of projects and in entering into such guaranty 
contracts is set forth in (c) of section 4 providing that the Commission 
shall establish and publish minimum levels of fuel element costs and 
life to be guaranteed by the manufacturer as a basis for inviting and 
evaluating proposals. It is intended that the Commission shall 
advise United States manufacturers that their guaranties must 
prescribe maximum fuel element costs, and hence minimum costs to 
the Commission and also minimum fuel performance life in order to 
receive consideration by the Commission for the Commission’s over- 
riding and additional guaranties under section 4. The Joint Com- 
mittee considered alternative provisions, such as requiring a fixed 
percentage arbitrarily limiting the proportion of the Government’s 
guaranty, but decided more flexibility was necessary and desirable. 
This minimum level of manufacturer’s guaranty should not be 
established in such a way as to make impossible participation by 
smaller United States manufacturers. 

In (d) itis provided that the guaranty by the manufacturer shall 


2 


be as favorable as any other guaranty offered by the manufacturer for 


le- 
to 
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any comparable fuel element within a reasonable time period. This 
language was added by the Joint Committee in order to provide that 
the Government would not be underwriting the program by accepting 
guaranties which were not the best possible which might reasonably 
be made by the manufacturer. If the manufacturer should make a 
more favorable guaranty either as a part of the jomt program or as a 
completely separate privately financed project within a reasonable 
time period—meaning before and after the time of the guaranty—the 
guaranty made by the manufacturer under the joint program, and 
backed up by the Commission under section 4, should be adjusted to 
reflect any subseque nt more favorable ouaranty offered by the manu- 
facturer. The “reasonable time period” should be interpreted so as 
to take into account all the circumstances, but in most cases would 
mean, for example 2 months, but not 2 years. 

In (e) it is provided that as to any patents on inventions or dis- 
coveries made or conceived by the manufacturer in the course of 
development of fabrication of fuel elements during the period covered 
by the Commission’s guaranty, the Commission shall obtain a royalty- 
free, nonexclusive, irrevocable license for governmental purposes. 
AEC testimony indicated that it had not yet determined a definite 
policy as to patents under the guaranty program, but that this course 
of action was likely. It is recognized that difficult questions of fact 
may arise in connection with imple menting this provision, but the 
"eee pei added to the bill is consistent with the testimony of the 
Commission before the Joint Committee during the hearings on the 
bill. Since the Commission is providing a guaranty which makes 
possible the consummation of the contract between the United States 
manufacturer and the EURATOM operator, it is intended that the 
Commission should obtain the benefit of its guaranty in the form of a 
license on Bag oat om ite patents for governmental purposes. This pro- 
vision 1s to be effective whether or not any payments are made by 
the Soctaidasiet under its guaranty. By governmental purposes it 
is intended to include reactors constructed under contract with the 
Commission in its domestic power reactor development program. 

It is understood that the AEC will obtain title to all United States 
patents and inventions made in work financed by the AEC in the 
cooperative research and development program, in accordance with 
standard AEC policy, and article VII of the proposed agreement for 
cooperation, 

It is understood that (a), (b), (ec), (d), and (e) as described above 
are to be considered as principles which shall guide the Commission 
in establishing criteria for the selection of projects and in entering 
into guaranty contracts. The above language represents particular 
problems which the Joint Committee considered and studied and felt 
were of such importance that appropriate language should be added 
to the bill. 

Section 5 of the bill provides that pursuant to the provisions of 
section 54 of the Atomic Energy Act there is hereby authorized for 
sale or lease to the Community 30,000 kilograms of contained uranium 
235 and 1 kilogram of plutonium in accordance with the provisions of 
an agreement for cooperation under section 123 of the Atomic Energy 
Act. The Joint Committee added a special proviso that the Govern- 
ment of the United States shall obtain the equivalent of a first lien on 
any such material sold to the Community for which payment is not 








20 EURATOM COOPERATION ACT OF 1958 





made in full at the time of transfer. The testimony indicated that 
the initial fuel inventory of the reactor under the joint program would 
be 9,000 kilograms of contained uranium 235, and that payment for 
this quantity would be deferred until the 10th to 20th years of opera- 
tion. During the first 10 years, interest will be paid annually on the 
value of the fuel inventory at the established Commission rate of 
4 percent, and payment will also be made for fuel consumed in the 
reactors. Payment for the remaining 21,000 kilograms of enriched 
uranium would be made at the time of transfer. In order to provide 
for appropriate protection of the United States interest in the first 
9,000 kilograms, it is provided that the Government of the United 
States shall obtain the equivalent of a first lien on such material, as 
well as any other appropriate security arrangements to protect United 
States financial interest. 
The Joint Committee also changed the language in the bill as 
5 originally submitted by the Commission to change the word “dis- 
tribute’”’ to the words “‘sale or lease.’”’ It is intended and understood 
that the United States shall be compensated before the expiration of 
the proposed agreement for cooperation for all material to which title 
is transferred to the Community. 

Section 6 of the bill pertains to the purchase or acquisition from the 
Community of special nuclear material and contains subsection (a), 
(b), (c), (d), and (e). 

Section 6 (a) provides that the Commission is authorized to purchase 
or otherwise acquire from the Community special nuclear material (as 
defined in sec. 11 of the Atomic Energy Act of 1954, as amended), or 
any interest therein from reactors constructed under the joint pro- 
gram in accordance with the terms of an agreement for cooperation 
under section 123, provided that neither plutonium nor uranium 233 
shall be acquired | in excess of the total quantities authorized by law. 
The Commission is authorized to acquire from the Community 
pursuant to this section up to 4,100 kilograms of plutonium for use 
only for peaceful purposes. 

The Joint Committee added the words ‘from reactors constructed 
under the joint program” in order to make it clear that the Commis- 
sion was to acquire special nuclear material only from such reactors, 
and not from reactors constructed by EURATOM or its member 
countries or in cooperation with other countries which are not part of 
the joint program. 

Subsection 6 (b) pertains to the acquisition of plutonium and pro- 
vides a maximum time period of 10 years of operation or December 
31, 1973, or December 31, 1975 for not more _ two reactors selected 
under section 2 (c) whichever is carlier, and a maximum pure ‘hase 
price equal to the Commission’s established si e in —s at the time 


of delivery for such material as fuel in a nuclear reactor. At the 
present time, the established price for plutonium as a inal is $12 per 
gram. 


Subsection 6 (c) pertains to the acquisition of uranium 235 and 
provides a maximum time period of up to the terminal date of the 
agreement for cooperation, and a maximum quantity equal to the 
enriched uranium distributed to the Community less the quantity 
consumed in the reactors in the joint program, provided further that 
the purchase price shall not exceed the Commission’s established 
charges for such material in effect at the time delivery is made to the 








EURATOM COOPERATION ACT OF 1958 21 


Commssion. At the present time, the charge for uranium enriched 
in the isotope uranium 235 to 20 percent is $16.12 per gram of uranium 
235 content. 

Subsection 6 (d) provides that any contract made under this section 
may be made without regard to the provisions of section 3679 of the 
revised statutes, as amended, pertaining to obligations prior to 
appropriations. 

Subsection 6 (e) provides that any contract made under s _ is sectio 
may be made without regard to section 3709 of the Revised Statute, 
as amended, pertaining to advertising, upon certification by the 
Commission that such action is necessary in the interest of the common 
defense and security, and upon a showing by the Commission that 
advertising is not reasonably practicable. 

Section 7 of the bill provides that the Government of the United 
States shall not be liable for any damages or third party liability arising 
out of or resulting from the joint program, provided, however, that 
nothing in this section shall deprive any person of any rights under 
section 170 of the Atomic Energy Act of 1954, as ame nded. By the 
use of the word “damages” it is intended to mean damages arising 
out of a tort and not from a breach of contract. It is further provided 
that the Government of the United States shall take such steps as 
may be necessary, including appropriate disclaimer or indemnity ar- 
rangements, in order to carry out the provisions of this section. The 
Congress of the United States, upon the recommendation of the Joint 
Committee on Atomic Energy, has already enacted United States legis- 
lation (Public Law 85-256) which provides indemnity protection for 
the benefit of the public and manufacturers of components of all 
reactors to be installed in the United States. This indemnity protec- 
tion provided by the United States Government protects the public 
and all suppliers of equipment, whether they be United States sup- 
pliers or of another country. 

The Joint Committee eliminated two sections from the bill in the 
form originally requested by the Commission as contained in H. R. 
13119 and S. 4166. These were sections 6 and 8 of those bills pertain- 
ing to reprocessing authority and authority of the Joint Committee to 
waive the usual 30-day waiting period under section 123 ec. of the 
Atomic Energy Act of 1954, as amended. ‘These two sections were 
eliminated because similar authority was already recommended by the 
Joint Committee and incorporated in the provisions of H. R. 13482, 
the so-called AEC “omnibus” bill which has already been recom- 
mended-by the Joint Committee, enacted by the Congress, and sent to 


the President. 
© 
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AMENDING SECTION 1 OF THE ACT OF JULY 24, 1956 (70 STAT. 625), 
ENTITLED “TO PROVIDE THAT PAYMENTS BE MADE TO CERTAIN 
MEMBERS OF THE PINE RIDGE SIOUX TRIBE OF INDIANS AS 
REIMBURSEMENT FOR DAMAGES SUFFERED AS THE RESULT 
OF THE ESTABLISHMENT OF THE PINE RIDGE AERIAL GUNNERY 
RANGE’ 
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Mr. Neusercer, from the Committee on Interior and Insular Affairs, 


submitted the following 


REPORT 


|To accompany H. R. 7860] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 7860) to amend section 1 of the act of July 24 
1956 (70 Stat. 625), entitled “To provide that payments be made to 
certain members of the Pine Ridge Sioux Tribe of Indians as reimburse- 
ment for damages suffered as the result of the establishment of the 
P ine Ridge aerial gunnery range,” having considered the same, report 

avor: ably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is as follows: Beginning on page 1, line 5, strike 
all of subsection (a) and insert a new subsection (a) as follows: 


That (a) the Secretary of the Interior is authorized and 
directed to pay the sum of $3,500 to each of the following 
Indians or their estates: Edith Apple Bear, Ephriam Braf- 
ford, Catherine Jones Brewer, Lamont Cook, Eloise Ruff 
Garnett, Jake Harvey, Ambrose Hernandez, Floyd F. 
Hernandez, Thomas Hollow Horn, Steven L. Hunter, Edward 
Janis, Junior, Norman Janis, George Jensen, William Jones, 
Carrie Knee, Clency Kocer, Seth P. Martinez, Walter 
Martinez, George Mountain Sheep, Jack O’Rourke, Wilbur 
Pourier, Josephine Thunder Bull, Gilbert Twiss, Martha E. 
Clifford Whiting, Patrick O’Rourke, William Clifford, 
Bertha Heubner Darling, and Loren Pourier. 


20006 
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THE PURPOSE OF THE BILL 


The purpose of H. R. 7860 as amended is, in effect, to correct the act 
of July 24, 1956 (70 Stat. 625), by extending its benefits to certain 
persons who ought to have been included within it at the beginning and 
by excluding others who ought not to have been included. 

The act of July 24, 1956, provided for the payment of $3,500 each 
to 125 he ae of Indian families on the Pine Ridge Reservation, S. Dak., 
in order to compensate them 


for damages suffered as a result of being forced to move 
from their homes, and being forced to relocate and reestablish 
themselves elsewhere because such lands were taken for an 
aerial gunnery range * * # 


It has been discovered, however, that a report which identified the 125 
beneficiaries and which was incorporated by reference in the legislation 
was in error in that it did not include all the area taken for the gunnery 
range and in that it included some area which was not so taken. 
Moreover, the description of these Indians in the act as “actually ities 
domiciled on August 1, 1942, on the land belonging to the Pine Ridge 
Sioux Tribe of Indians’’ has imposed too narrow a test to meet the 
purpose of the act: (a) The ‘actually domiciled” requirement has 
too rigid a meaning and leads to insoluble problems when applied 16 
vears after the event; (6) the “on land belonging to the Pine Ridge 
Sioux Tribe” requirement has — worthy beneficiaries who do 


not live on trust or restricted allotments. The consequence is that 
the payments which were neha to be made to 125 families have 
actué ally been made to only a3. ‘The present bill is designed to over- 
come these difficulties by naming the additional parties who should 
receive the benefits of the act. By this means those who were inad- 
verte ntly covered under the act when the \ ought not to have been are 


now excluded and those who ought to have been covered but were not 


are now brought within its terms. 

Enactment of H. R. 7860, as amended, will not increase the cost 
to the Government beyond the appropriations authorized by section 2 
of the act of July 24, 1956. In fact, required expenditures under the 
amendment will be less than was there conte mplated. 

The Department of the Interior recommended enactment of H. R. 
7860 with an amendment. The Department’s proposed amendment 
is, in substance, incorporated in the committee amendment which, 


however, goes somewhat beyond 


BACKGROUND OF THE LEGISLATION 


In 1942 the Secretary of the Army selected for use as an aerial 
gunnery range a tract of land, 43 miles long and 12! miles wide, in 
the northwestern part of the Pine Ridge Sioux Indian Reservation in 
South Dakota, and consequently disrupted the lives of many Oglala 
Sioux Indians. In July 1942, representatives of the War Department 
filed condemnation proceedings on the lands within the area. Just 
compensation for the land as determined by the court in the sum of 


$755,447.32 for the 231,681.44 acres taken was paid to the former 
owners. Feeling that the Indians, for reasons hereafter mentioned, 


were not being adequately paid, Congress enacted Public Law 769, 
84th Congress. 
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Public Law 769 provided that payment should be made to certain 
members of the Pine Ridge Sioux Tribe as additional reimbursement, 
not for the land taken but for other damages they suffered as a result 
of the establishment of the aerial gunnery range. It authorized and 
directed the Secretary of the Interior to pay the sum of $3,500 to the 
head of each of 125 families determined by a departmental report 
referred to in the act to be entitled thereto and to have been actually 
domiciled on August 1, 1942, on the land belonging to the Pine Ridge 
Sioux Tribe of Indians in South Dakota, which was taken by the 
Department of the Army in 1942 for the gunnery range. The act 
also provided that the Secretary should make such payment to the 
heirs or devisees of any head of such family who is deceased. It 
provided further that payment of this sum should be in full and 
complete settlement of all claims of such Indians and their heirs or 
devisees against the United States for damages suffered as a result 
of being forced to move from their homes and being forced to re- 
locate and reestablish themselves elsewhere, as the result of the 
taking of their lands for the gunnery range. Early and conflicting 
notices to vacate the gunnery range area caused much haste and 
confusion, resulting in monetary loss and distress to the Indians. 

In passing Public Law 769, Congress relied upon a report submitted 
by the Department of the Interior on April 10, 1952, which was made 
in response to a resolution of the Committee on Public Lands of the 
House of Representatives adopted March 4, 1950. This report was 
entitled “Investigation of the Pine Ridge Aerial Gunnery Range Tak- 
ing for the Committee on Interior and Insular Affairs, United States 
House of ee atives.”’ It indicated that 125 Indian families 
were ordered to vacate their homes and property in less than 30 days 
because the gunnery range was sorely needed by the Army for bomb- 
ing practice. The an pone ed out that many permanent improve- 
ments which had been made by the Ind ians had to be sacrificed. It 
further pointe d out th: LU, in the haste of evacus tine under sue *h adve ‘rse 
conditions, considerable hardship and damage to personal possessions 
and property resulted and the cost of relocating and establishing new 
homes elsewhere and the disruption of the lives and economy of these 
people was a serious hardship, for all of which some compensation 
should be given. In the passage of Public Law 769 of the 84th Con- 
gress, it was the intent of Congress that the families who suffered 
such hardships should be compensated in the amount of $3,500. But 
because Public Law 769 said that such payment should be made to 
the heads of those families who have “actually been domiciled on 
August 1, 1942, on the land belonging to the Pine Ridge Sioux Tribe 
of Indians, South Dakota,” the act has been read by the Department 
of the Interior as limiting the families qualified to receive the pay- 
ment to those who were actually residing upon trust property within 
the area on August 1, 1942, and who were evicted from their homes 
and forced to move from the gunnery range area. 

Investigation has disclosed that the list of 125 families set forth 
in the report did not accurately list the names of families who actually 
lived within the taking area and who were forced to move from their 
homes. 

The result of all this is that the Secretary of the Interior has made 
payment to only 83 heads of families domiciled on trust lands within 
the taking area on August 1, 1942. The amendment to H. R. 7860 
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] 


lists the additional names of persons who should receive payment 
under section 1 of the act of July 24, 1952 

With the lapse of 16 years since the forced evacuation of the aerial 
gunnery range uncontroverted evidence of domicile and evidence of 


the proof of heads of families has been di ficult to obtain. A local 
committee was established to sift the applications for eligibility A 
review team was established at the Indian Area Office. The com- 
mittee was furnished with a report on the heads of the 41 families 


and a careful examination has been made as to the qualifications of 


ach of these individuals. The committee has determined that only 
those persons set forth in H. R. 7860, as reported, are entitled to 
receive payment for their dislocation. 

The committee considers this bill to be a final settlement growing 
out of the gunnery range takin; g, and additional claims on this subject 
will not be looked upon favor: aut ly. 


Further, it is the committee’s  ailhaiaiihatlinis at alter payments 
have been made to the person ie in H. R. 7860 the remainder of 
the funds appropriated shall | ‘turned promptly to miscellaneous 


receipts in the Treasury. 
AGENCY REPORT 
The report of the Department of the Interior on H. R. 7860 follows: 
DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY, 
Washingt n, dD. os June 2 1958. 
Hon. Ciarr ENGLE, 
Chairman. Committee o l) terior and Insular Affaw S, 
House cf Re prese tatives, Wa hingt i Ie 

Dear Mr. EncieE: Your committee has ee a report on H. R 
7860, a bill to amend section 1 of the act July 94. 1956 (70 Stat. 
625 , entitled To yao de that pavment as made to certain me m| ers 
of the Pine Ridge Sioux Tribe of In aaa as reimbursement for dam- 
ages suffered as the cea of the establisl ment of the Pine Ridge 
aerial gunnery range.”’ 

We recommend that the bill De enacted if if is amended as suggested 
below. 

Section | of the act of July 24, 1956 (70 Stat. a directs the 
Secretary of the Interior to pay the sum of $3,500 to the head of each 
of tl ie 125 Indian families de bavenitend by the report entitled “Investi- 
gation of the Pine Ridge Aerial Gunnery Range Taking for the Com- 
mittee on [Interior : ind Ins ular Affairs, United States House of Repre- 
sentatives’ submitted by the Department of the Interior on April 10, 
1952, in response to a resolution of the Committee on Publie Lands 
of the House of Representatives on March 4, 1950, to have actually 
been domiciled on August 1, 1942, on the land belonging to the Pine 
Ridge Sioux Tribe of Indians, South Dakota, which was taken by the 
Department of the Army in 1942 for the Pine Ridge aerial gunnery 
range. 

The levislative history of the act idicates an intention to clVve 


$3,500 to each of the family units which vacated the area taken for 
the Pine Ridge aerial gunnery range. The payment represents com- 
pensation for the losses, expenses, and inconveniences incident to 
moving and reestablishing themselves elsewhere. Pursuant to author- 


ity of this act, payments have been made to 83 persons named in the 


above-mentioned report 








¥ 
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Payments have not been made to the other persons listed because 
it has been ascertained that the report is in error. It contains the 
names of some persons who were not domiciled within the taking 
area, and it omits the names of other persons who were actually 
domiciled within the taking area but were omitted from the report. 

The present bill would amend the act of July 24, 1956, by deleting 
therefrom any reference to the report of April 10, 1952, and by direct- 
ing the Secretary of the Interior to pay the = of $3,500 to the head 
of each of the Indian families determined by him to have actually 
been domiciled on August 1, 1942, on trust or restricted land anes 
by the Oclala Sioux Tribe of Pine Ridge Reservation, S. Dak., o 
members thereof, which was taken by the Department of the ae 
in 1942 for the Pine Ridge aerial gunnery range. 

An examination of the records of the Bureau of Indian Affairs and 
an inquiry of the Bureau employees who assisted in gathering the 
information used in the preparation of the report of April 10, 1952, 
indicates that the list of 125 families incorporated in the report was 
prepared between August 28 and September 16, 1942, on the basis 
of the original boundaries fixed by the Department of the Army. 
After the first notices to vacate were received by the Indians and after 
many families had started to move and dispose of their personal 
property, it appears that the original west, south, and east boundaries 
were altered. 

The list was not corrected to reflect the changes in boundary lines 
of the taking area before it was submitted on September 16, 1942. 

It is possible that the fast-moving developments of the evacuation 
program precluded the investigation and preparation of a corrected 
list. It appears, however, that the field officials of the Bureau of 
Indian Affairs were aware that the shift in boundaries of the gunnery 
range may have resulted in Indians other than those on the list being 
affected by the taking. 

When a preli minary draft of the 1952 report was prepared by the 
field staff, a reference to the 1942 ist of evacuated families was pur- 
pose ly omitted because it had never been corrected. When the deci- 
sion to include a reference to the 1942 list in the final draft of the 1952 
report was made, we can only surmise that the list was considered to 
be the best information available. 

After the introduction of the present bill, the Bureau of Indian 
Affairs initiated an investigation to ascertain the Indian families that 
were, in fact, — ‘iled in the taking area on August 1, 1942, and who 
should be entitl led to receive additional compensation under the intent 
of the act of di uly 24, 1956. Notices-were circulated by the Pine 
Ridge Indian Agency stating that amendatory legislation was pro- 
posed and that to qualify for payment a claimant must meet two 
requirements, namely: (1) he must have been the head of an Indian 
family, and (2) he must Tesh been domiciled on trust or restricted 
land owned by the Oglala Sioux Tribe or members thereof which was 
taken by the Department of the Army in 1942 for the Pine Ridge 
gunnery range. Claimants were advised to present sworn statements, 
setting forth facts and information as to how he or she met the quali- 
fications set forth in the notice. A formal statement was prepared 
by the Superintendent of the Pine Ridge Agency for use by prospec- 
tive claimants. 








6 PAYMENTS TO PINE RIDGE SIOUX TRIBE OF INDIANS 


As a result of the circulation of the notices, 76 applications were 
received by the Pine Ridge Agency. Member of the agency and 
area office staff investigated the applications. They also investigated 
an additional 65 cases involving individuals who did not make appli- 
cations, but whose ni umes were found listed in correspondence which 
raised a question as to whether such individuals resided in the bombing 
area as of August 1, 1942. 

As a result of the investigations, it has been concluded that 25 of 
the 76 applicants and none of the additional 65 cases meet the 
qualifications. 

If the pending bill is enacted in its present form, it is probable that 
there will be considerable criticism and agitation by disappointed 
claimants, and that controversies may extend over a considerable 
period. We therefore recommend that the bill be amended to name 
the 25 additional persons who are entitled to payment. It is extremely 
difficult to determine the identity of the family units residing in the 
area on August 1, 1942, bee ‘ause of the unstable living habits of some 
Indian families and the lapse of over 15 years time which tends to dim 
the memory of witnesses, and we believe that the present investigation 
and the conclusions reached as to the ide ntity of the Indian reside ‘nts 
should bs accepted as final. We therefore recommend that the bill 
be amended as follows: 

lL. On pace 1. line 8, and page 2. line 1. dele ‘te ‘determined by the 
Secretary of the Inte1 ‘lor to have actually been.’ 

2. On page 2, line 5, between the period and the quotation mark 
insert “Such persons are hereby conclusively determined to be the 

persons heretofore paid pursuant to this Act prior to its amend- 
ment, pins the following additional 25 persons: 

‘Bear, Edith Apple, OS-7865 

Br: afford, Ephriam, OS-7439 

Brewer, Catherine Jones, OS—9789 

Cook, Lamont, OSU-9377 

Garneit, Eloise Ruff, OSU-10329 

Harvey, Jake, OS-2722 

Hernandez, Ambrose, OS-7284 

Hernandez, Floyd F., OS—8069 

Hollow Horn, Thomas, OS-—7557, Estate of 

Hunter, Steven L., OSU-9713 

Janis, Edward C., Jr., OS—8271 

Janis, Norman, OSU—9778 

Jensen, George, OS—2692 

Jones, William, OS-2700 

Knee, Carrie, OS-3510, Estate of 

Koc er. { ‘leney, OS 7471 

Martinez, Seth P., OSU-9989 

Martinez, Walter, OSU-9988 

Mountain Sheep, George, OS—3501, Estate of 

O’ Rourke, Jack, OS-2918 

Pourier, Wilbur, OS-4685 

Red Elk, Stephen, OSU-10226, and Old Horse, Emma, nee 
Elk, OSU-9540, jointly 

Thunder Bull, Josephine, OS-2133 

Twiss. Gilbert. OS—7506 

Whiting, Martha E. Clifford, OSU-9345.”’ 
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The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 
Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H. R. 
7860) as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Act oF JuLy 24, 1956 (70 Strat. 625) 


[That the Secretary of the Interior is authorized and directed to 
pay the sum of $3,500 to the head of each of the one hundred and 
twenty-five Indian families determined by the report entitled ‘“In- 
vestigation of the Pine Ridge Aerial Gunne ry Range Taking for the 
Committee on Interior and Insular Affairs, United States House of 
Representatives’, submitted by the Department of the Interior on 
April 10, 1952, in response to a resolution of the Committee on Public 
Lands of the House of Representatives, adopted March 4, 1950, to 
have actually been domiciled on August 1, 1942, on the land belonging 
to the Pine Ridge Sioux Tribe of Indians, South Dakota, which was 
taken by the Department of the Army in 1942 for the Pine Ridge 
aerial gunnery range. The Secretary of the Interior shall make such 
payment of $3,500 to the heirs or devisees of any such head of a 
family who is deceased. Payment of such sum shall be in full and 
comple te settlement of all claims of such Indians and their heirs or 
devisees against the United States for damages suffered as a result 
of being forced to move from their homes, and being forced to re ina rate 
and reestablish themselves elsewhere because such lands were taken 
for an aerial gunnery range and the distribution of funds under this 
Act shall not be subject to any lien, except for debts owed to the 
United States or to Indian organizations indebted to the United 
States, and shall not be taxable. ] 

That (a) the Secretary of the Interior is authorized and directed to pay 
the sum of $3,500 to each of the following Indians or their estates: Edith 
Apple Bear, Ephriam Brafford, Catherine Jones Brewer, Lamont Cook, 
Eloise Ruff Garnett, Jake Harvey, Ambrose Hernandez, Floyd F. 
Hernandez, Thomas Hollow Horn, Steven L. Hunter, Edward Janis, Jr., 
Norman Janis, George Jensen, William Jones, Carrie Knee, Clency 
Kocer, Seth P. Martinez, Walter Martinez, George Mountain Sheep, 
Jack O’ Rourke, Wilbur Pourier, Josephine Thunder Bull, Gilbert Twiss, 
Martha E. Clifford Whiting, Patrick O'Rourke, William Clifford, 
Bertha Huebner Darling, and Loren Pourier. 

(b) The Secretary is further authorized and directed to pay the sum of 
nae 750 to Stephen Red Elk (or his estate) and $1,750 to Emma Old Horse 
(or her estate y, 

(c) The payment of such sums shall be in full satisfaction of all claims 
of the aforementioned Indians against the United States for compensation 
for damages sustained by them as a result of the taking by the Department 
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of the Army in 1942 of certain land owned by the Pine Ridge Sioux Tribe 
of Indians, South Dakota, for use as an aerial gunnery range. 
; (d) Sums paid pursuant to this A let shall Mi01 be tax wble and shall not be 
subject to any liens except for debts owed to the United States or to Indian 
organizations indebted to the United States. 

Sec. 2. There is hereby authorized to be appropriated to carry out 


the purposes of the first section of this Act the sum of $437,500. 


f 
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Mr. Pastore, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 
[To accompany 8S. Con. Res. 116] 


The Joint Committee on Atomic Energy, having considered Senate 
Concurrent Resolution 116, a concurrent resolution to approve the 
agreement between the Government of the United States of America 
and the European Atomic Energy Community (Euratom) concerning 
cooperation to advance peaceful applications of atomic energy, report 
favorably thereon without amendment, and recommend that the 
resolution be adopted. 

Senate Concurrent Resolution 116 contains two “Whereas” clauses 
which recite that the United States of America has instituted a pro- 
gram of international cooperation to make available to cooperating 
nations the benefits of peaceful applications of atomic energy, and 
that the United States of America and the European Atomic Energy 
Community (Euratom) have entered into an agreement providing 
for cooperation in programs designed to advance the peaceful applica- 
tions of atomic energy. 

The concurrent resolution then resolves that, pursuant to the pro- 
visions of sections 11 (1) and 124 of the Atomic Energy Act of 1954, 
as amended, the agreement between the Government of the United 
States of America and the European Atomic Energy Community 
(Euratom), signed at Brussels on May 29, 1958, and in Washington 
on July 19, 1958, concerning cooperation between the parties in 
programs for the advancement of the peaceful applications of atomic 
energy, be and hereby is approved. ‘The resolution further provides 
that it does not constitute approval or disapproval of the memorandum 
of understanding, or any other agreements which have not been 
formally approved or authorized by the Congress. 

Under the provisions of the Atomic Energy Act of 1954 (sees. 11 (1) 
and 124), the Congress must approve any international agreement 
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between the United States and a group of nations before an agreement 
for cooperation can be executed and other steps taken to implement 
such an agreement to cooperate in developing the peaceful uses of 
atomic energy. 

The joint committee recommends approval of this concurrent 
resolution, together with appropriate implementing legislation as set 
forth in H. R. 13479 and 5. 4273, identical bills. 

The text of the agreement recommended to be approved by this 
resolution is as follows: 


Wuereas the European Atomic Energy Community 
(Euratom) has been established by the Kingdom of Belgium, 
the Federal Republic of Germany, the French Republic, the 
Italian Republic, the Grand Duchy of Luxembourg, and the 
Kingdom of the Netherlands, in the T reaty of Rome signed 
on March 25, 1957, with the aim of contributing to the rais- 
ing of the uae of living in Member States and to the 
development of commercial exchanges with other countries 
by the creation of conditions necessary for the speedy estab- 
lishment and growth of nuclear industries; 

WuereEas the Government of the United States of America 
has instituted a program of international cooperation to make 
available to cooperating nations the benefits of peaceful ap- 
plications of atomic energy as widely as expanding technology 
and considerations of the common defense and security will 
permit; 

WuerEas the Government of the United States of America 
and the European Atomic Energy Community (Euratom) 
have expressed their mutual desire for close cooperation in 
the peaceful applications of atomic energy, and the European 
Atomic Energy Community (Euratom) intends to foster an 
extensive program which promises to redound to their 
common benefit; 

WHEREAS an arrangement providing for cooperation in 
the peaceful applications of atomic energy would initiate a 
fruitful exchange of experience and technical development, 
open a new era for mutually beneficial action on both the 
government and industrial level, and reinforce solidarity 
within Europe and across the Atlantic; 

The Parties agree as follows: 


ARTICLE I 


The Parties will cooperate in programs for the advance- 
ment of the peaceful applications of atomic energy. Such 
cooperation will be undertaken from time to time pursuant 
to such terms and conditions as may be agreed and shall be 
subject to all provisions of law respectively applicable to the 
Parties. Specifically it is understood that under existing law 
the cooperation extended by the Government of the United 
States of America will be undertaken pursuant to an Agree- 
ment for Cooperation entered into in accordance with Section 
123 of the Atomic Energy Act of 1954, as amended. 
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ARTICLE II 


As used in this Agreement, “‘Parties’’ means the Govern- 
| ment of the United States of America and the European 
Atomic Energy Community (Euratom), acting through its 
Commission. ‘Party’? means one of the Parties. 


ARTICLE III 


This Agreement shall enter into force on the day on which 
each Party shall have received from the other Party written 
notification that it has complied with all statutory and con- 
stitutional requirements for the entry into force of such 
Agreement. 

IN WITNESS WHEREOF, the undersigned representatives 
duly authorized thereto have signed this Agreement. 

Done at Brussels on May 29, 1958, and at Washington 
on June 19, 1958, in duplicate, in the English, French, 
German, Italian, and Netherlands languages, each language 
being equally authentic. 


For the Government of the United States of America: 
JoHn Foster DuLLEs 
Lewis L. SrrRauss 


Kor the European Atomic Energy Community (Euratom): 
L. ARMAND 
Enrico Meptr 

LL. KREKELER 

EMANUEL SASSEN 

| P. pE GROOTE 
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Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 11889] 


The Committee on Finance, to whom was referred the bill (H. R. 
11889) to permit articles imported from foreign countries for the 
purpose of exhibition at the Minnesota State Fair and Centennial 
Exposition to be held at St. Paul, Minn., to be admitted without 
payment of tariff, and for other purposes, having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill as amended do pass. 


AMENDMENT 


The amendment, which does not affect the purpose of the bill, 
would permit residents of the United States to bring into the United 
States for temporary periods automobiles rented abroad without 
being required to pay duty or to post a bond. 


PURPOSE 


The purpose of H. R. 11889 is to permit the entry, free of duty, of 
articles imported for exhibition at the Minnesota State Fair and 
Centennial Exposition to be held at St. Paul, Minn., from August 23, 
1958, to September 1, 1958. 


GENERAL STATEMENT 


This bill follows the pattern of previous legislation enacted by the 
Congress in connection with various international exhibitions, expo- 
sitions, and fairs held in the United States. 

It has long been the policy of the Congress to facilitate participation 
of foreign countries in international expositions held in the United 
States by permitting articles intended for display at these expositions 
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2 MINNESOTA STATE FAIR AND CENTENNIAL EXPOSITION 
to be entered free of import duties and charges under safeguarding 
regulations of the Secretary of the Treasury. 

The Minnesota State Fair and Centennial Exposition is to be held 
at Saint Paul, Minn., from August 23 to September 1, 1958, inclusive, 
by the Minnesota State Fair and Centennial Exposition. 

H. R. 11889 provides that the imported articles shali not be subject 
to marking requirements of the general tariff laws except when such 
articles are withdrawn for consumption or use in the United States. 
Articles admitted may be lawfully sold at any time during or within 
3 months after the close of the exposition, subject to such regulations 
for the security of the revenue and for the collection of import duties 
as the Secretary of the Treasury shall prescribe 

The amendment to the bill would permit residents to bring into the 
United States without payment of duty or posting of bond and for 
temporary periods only, automobiles rented abroad. Under present 
law residents on a short trip back into the United States from adja- 
cent countries, with automoblies rented abroad, must either pay duty 
on the rented vehicle or place it under bond. 

The amendment is based on a recommendation in the recent report 
to the President of the United States on international travel, by Hon. 
Clarence B. Randall, Special Assistant to the President. In his re- 
port, Mr. Randall stated: 


Another irritant has been found in the requirement that 
Americans in Canada who hire Canadian automobiles for 
tourist purposes must pay duty on the automobile, or place 
it under bond, if an incidental swing is made back into the 
United States in the course of Canadian travel. The same 
situation obtains with respect to Mexico. <A foreign resi- 
dent bringing his car into this country for tourist purposes 
is, on the other hand, entitled to import the vehicle free of 
duty. This exemption is provided for by our own law and 
by international convention (Customs Convention on Tem- 
porary Importation of Road Vehicles of 1957). I see no 
reason for discrimins ating against our own people. 


Favorable reports on the amendment were submitted by the 
Department of the Treasury, which noted, among other things, that 
‘no unusual admission difficulties are anticipated’; and by the 
Department of State which noted that “foreign visitors to the United 
States are granted already by law the privilege of bringing their own 
cars into the United States duty free if the automobile does not remain 
here permanently, and request that a similar privilege be extended to 
United States residents.’ 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


PARAGRAPH 1798 or THE TarirF Act or 1930, As AMENDED 
TITLE IJ—FREE LIST 


Sec. 201. That on and after the day following the passage of this 
Act, except as otherwise specially provided for in this Act, the articles 
mentioned in the following paragraphs, when imported into the 
United States or into any of its possessions (except the Virgin Islands, 
American Samoa, Wake Island, Midway Islands, Kingman Reef, 
Johnston Island, and the island of Guam), shall be exempt from duty: 


* * * * * 


Par. 1798 
k " 4: * * * 

(h) Automobiles rented by any resident of the United States while 
abroad may be imported into the United States by or on behalf of such 
resident for the transportation of such resident, his family and quests, and 
such ine “idental carriage of article sas may be appropr iate to his per sonal 
use of the automobile w ithout payment of duty, for such temporary periods 
as the Secretary of the Treasury by regulation may prescribe. Any auto- 
mobile exempted from duty under this subparagraph which is used other- 
wise than for a purpose herein expressed or is not returned abroad within 
the time and manner as the Secretary may prescribe by regulation, or the 
value of such automobile (to be recovere d from the im porte r), shall be subject 
to forfe iture to the United States. 


* * * * * * * 
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PROVIDING FOR THE ACQUISITION OF LANDS BY THE UNITED 
STATES REQUIRED FOR THE RESERVOIR CREATED BY THE CON- 
STRUCTION OF OAHE DAM ON THE MISSOURI RIVER AND FOR 
REHABILITATION OF THE INDIANS OF THE STANDING ROCK 
SIOUX RESERVATION IN SOUTH DAKOTA AND NORTH DAKOTA 
UN Roial 
OF MICHIGAN 


Avuaust 14, 1958.—Ordered to be printed S C |? 9 


MAIN 
READING ROOM 


Mr. Neusercer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 12662] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12662) to provide for the acquisition of lands 
by the United States required for the reservoir created by the con- 
struction of Oahe Dam on the Missouri River and for rehabilitation 
of the Indians of the Standing Rock Sioux Reservation in South 
Dakota and North Dakota, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

On page 2, line 15, strike the figure ‘$3,937,832, and insert in 
lieu thereof “$3,299,513”. 

On page 5, line 8, strike the figure “‘$8,500,000,”’ and insert in lieu 
thereof ‘$6,960,0007’. 

PURPOSE OF THE BILL 


» 


The purpose of H. R. 12662 is to reimburse the members of the 
Standing Rock Sioux Reservation in South Dakota and North 
Dakota for the lands acquired by the United States and utilized for 
the reservoir created by the construction of the Oahe Dam on the 
Missouri River, to compensate them for treaty and tribal damages, 
to provide for the improvement of the social and economic conditions 
of the members of the Standing Rock Sioux Tribe, and for other 
purposes. 
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2 REHABILITATION OF STANDING ROCK SIOUX INDIANS 


This legislation comes to Congress as the result of Public Law 870 
of the 81st Congress, as amended, which directed the Army engineers 
and the Bureau of Indian Affairs to negotiate a settlement with the 
tribal councils for the taking of tribal and allotted lands on the 
Cheyenne River and Standing Rock Reservations in North and South 
Dakota. The settlement with the Cheyenne River Tribe was com- 
pleted under the act of September 3, 1954 (68 Stat. 1191). 

H. R. 12662 will take the entire interest (except oil, gas, and other 
mineral rights) in approximately 55,994 acres of tribal and individual 
restricted land, and such interest, if any, as the Indians may have 
in the bed of the Missouri River. Legislation of this sort is essential 
if Oahe Dam, construction of which is now nearly complete, is to be 
put into operation on schedule. The United States District Court 
for the District of South Dakota has held that the Department of 
the Army is without authority to condemn the Standing Rock tribal 
land in the absence of specific congressional provision therefor (United 
States v. 2,005.32 acres of land, 160 F. Supp. 193 (1958)). (See 
appendix A. 

As just compensation for the taking of the 55,934 acres of land, the 
United States will pay $1,952,040 out of funds appropriated for 
Oahe Dam. This amount will be credited to the tribe and to the 
accounts of individual Indians in accordance with schedules prepared 
by the Missouri River Basin investigation staff and will draw interest 
at the rate of 4 percent per vear. The right is preserved to any 
individual to reject the amount tendered to him under these schedules 
and to have the amount to which he is entitled determined judicially. 

The United States will also pay, by way of intangible and indirect 
damages, $3,299,513 in settlement of all claims, rights, and demands of 
the tribe and individuals arising from the taking. This figure includes 
$132,000 for such interests in the bed of the stream as the tribe may 
have. Half of the $3,299,513 will be reserved for expenditure for 
rehabilitation activities and will be consolidated with the amount 
appropriated under section 5 of the bill for this purpose, and $726,546 
(or so much of this amount as is needed) will be reserved for the costs, 
losses, and like incidents involved in moving members of the tribe 
and their possessions. The $3,299,513 will also draw interest. 

As passed by the House, H. R. 12662 authorized an additional 
appropriation of $8.5 million for the purpose of rehabilitating the 
Standing Rock Sioux Indians. The committee has amended the 
bill to reduce the House figure to $6,960,000. This amount is in 
direct line with the recommendation of the Department of the 
Interior. This sum is arrived at in approximately the same manner 
as was the final settlement with the Cheyenne River Tribe in 1954. 
These appropriations will draw interest at the rate of 4 percent per 
year from the time they are made until they are expended. 

In addition to the sums authorized for tangible end intangible 
damages, H. R. 12662 provid s for expenditures by the United States 
in amounts indeterminable at this time for the following purposes: 

1. Relocation and reestablishment of Indian cemeteries, monu- 
ments, and shrines within the taking area. 

2. Replacement or reconstruction of existing essential agency 

facilities (for example, schools, hospitals, service buildings, 

agents’ and employees’ quarters, roads and bridges) which the 
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Secretary of the Interior determines will be impaired by Oahe 
rere 

3. Expenses of the tribal council incurred in connection with the 
taking of the land for the Oahe Dam project, but not more than 
$135,000. 

The 7 gives members of the tribe the following privileges: 

Without eh: arge, to remain on and to use the lands taken 
siti required to vac ate. 

2. To cut and remove all timber from their lands and to salvage 
the improvements thereon. ‘The bill provides that salvage shall 
not be treated as compensation. 

3. Without cost, to graze stock on the land between the water 
level of the reservoir and the exterior boundary of the taking area. 

4. Without cost, to have access to the shoreline of the reservoir 
to fish and hunt subject to the regulations governing the same use 
by other citizens of the United States. 

The bill contains authority to purchase land, to sell tribal land, 
and to partition restricted land in fractionated ownership for the 
yurposes of (1) providing substitute land for individual Indians whose 
fan is within the taking area, (2) consolidating landholdings, and (3) 
eliminating fractionated heirship interests. Purchases may be made 
only with funds made available by individual Indians or by the 
tribe, ‘The purchased land becomes restricted only if it is within 
the boundaries of the reservation. These provisions are similar to 
those contained in the Cheyenne River Act of September 3, 1954, 
except that the provisions de ‘signed to cure the fractionated heirship 
proble In are Lew, 

HISTORY OF THE BILL 


The Standing Rock Sioux Reservation is located in two States— 
North Dakota (Sioux County) and South Dakota (Corson County). 
The tribe has an enrollment of about 5,300 members, of whom about 
3,600, constituting 700 families, reside on the reservation. The taking 
authorized by the bill will force 190 families to move from the taking 
area and be absorbed in the diminished reservation which presently 
is inadequate in both quality and quantity of land, 

The Standing Rock Sioux Tribe is 1 of 5 Indian tribes in North 
Dakota and South Dakota from whom ciiitaxsded acreages have been 
or will be taken for the Missouri River Basin project, authorized 
by the Flood Control Act of 1944 (58 Stat. 891), as amended and 
supplemented, to protect the large populaces of the lower Missouri 
from floods and to provide electrical energy, irrigation, and other 
benefits. As part of the project, five mammoth earthen dams are 
being constructed. When they are completed, a series of clear-water 
lakes will extend from Yankton, S. Dak. , to Fort Peck, Mont., and 
will cover nearly a million acres of some of the most fertile land in 
the United States. One of the five dams is Garrison Dam, about 70 
miles northwest of Bismarck, N. Dak. Garrison Dam required lands 
of the Fort Berthold Indians, and settlement was made with them in 
1950. Oahe Dam is another of the five dams, and its reservoir will 
require lands of the Cheyenne River and Standing Rock Tribes, which 
adjoin each other. 

This matter has been before Congress since 1950. By the act of 
September 30, 1950 (64 Stat. 1093), as amended, the Chief of Engi- 








,EHABILITATION OF STANDING ROCK SIOUX, INDIANS 


neers, jointly with the Secretary of the Interior, was directed to 
negotiate se par ate contracts with the Standing Rock and Cheyenne 
River Indians for the conveyance of the lands needed by the United 
States for the Oahe Dam project 

In the 83d Congress, bills were introduced to provide for the acquisi- 
tion of the lands in the C heyenne River and Standing Rock Reserva- 
tions. The Cheyenne River bill culminated in the act of September 3, 
1954 (Public Law 776, 83d Cong., 68 Stat. 1191), authorizing appro- 
priations of $10,644,014, exclusive of certain additional costs for the 
relocation of cemeteries and public structures 


FURTHER EXPLANATION OF THE BILL 


H. R. 12662 is concerned with (1) the value of the land and improve- 
ments requested for Oahe Dam, (2) damages arising out of the taking, 
and (3) funds for improving the economic and social conditions of 
the members of the tribe, and related objectives. 

The Indians and the Government have agreed on compensation 
of $1,952,040 for the land and improvements. ‘This sum also was 
recommended by MRBI. The figure is adopted in section 1 (a) (1) 
of the bill. The $1,952,040 settlement does not ine buds compensation 
for the following: 

The bed of the Missouri River opposite the reservation, 
containing about 22,230 acres. 
The loss of tax immunity attaching to the land covered 
by the settlement. 
3. Oil, gas, and ether minerals. 
Restricted property outside the defined taking line. 

Section 1 (a) (2) of the bill adopts the figure of $3,299,513 in settle- 
ment of all claims, rights, and demands of the tribe and its members 
arising out of the taking. ‘This sum includes (1) damages for the loss 
of an important source of subsistence and livelihood resulting from the 
taking, (2) the costs, losses, and damages sustained by the 190 families 
forced to move from the taking area, (3) compensation for the tribal 
interest, if any, in about 22,000 acres of land in the bed of the Missouri 
River, and (4) damages for the loss of tax immunity attaching to the 
land covered by the settlement. 

Loss of subsistence and livelihood stems from the taking of the 
bottom lands and timbered area. About 90 percent of the people 
on the reservation live within roughly 6 miles of the Missouri River 
and the numerous tributary streams and creeks flowing through 
the reservation. Those lands are accessible to domestic water; they 
embrace the rich river bottoms with some of the finest hay, crop, 
and pasture lands in the States of North Dakota and South Dakota; 
and they include 75 percent of all timberlands on the reservation. 
Those lands carry the livestock of the entire reservation in drought 
years and provide the sheltered feeding areas so essential to successful 
stock operations in a climate with recorded temperatures ranging from 
115° F. to —46° F. The timbered area which will be inundated 
supplies firewood and building material and provides shelter for 
livestock. It is the habitat of the game and the spew source of 
the natural produc ts on which the nl ans depend in good part for 
subsistence. These lands cannot be replaced by en tues anywhere 
within or near the reservation. As a result of the taking, the Indians 
will be deprived of an important source of their livelihood. 
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The Department of the Interior recognizes that the Government 
should pay these damages. It suggests the MRBI figure of $3,167,513, 
reflecting the following items: 

Expenses, losses, and damages of Indian families forced to move from 


the taking area !_____- ast casas hats aes a oh Oia a eae a $726, 546 
Timber, wildlife, natural products (in excess of appraised value of 





commercial timber) ula Satine Bae eS age Side Se Oe ae eee aneoe 2, 362, 527 
Potential increase in value of irrigs ated A ee ee art ee 78, 440 
ORG anr x pacieKcn sida ceat «haa eeae sees sees oe “3, 167, 513 


This is comparable to the form of relief accorded under the acts of July 14, 1952 (66 Stat. 606, 624), and 
May 29, 1958 (72 Stat. 152 


deo). 


The reservation includes approximately 22,000 acres in the bed of 
the Missouri River valued by the tribe at $132,000. This land was 
excepted from the $1,952,040 item. The House deemed it in the 
overall interest that this acreage be removed from tribal ownership to 
prevent jurisdictional disputes and conflicts which might arise, and 
the committee agrees that this should be done. Accordingly, the 
$3,167,513 is increased to $3,299,513. 

The Indians excluded from their $1,952,040 settlement with the 
United States their claim to compensation for the tax immunity 
attaching to the 55,994 acres of upland in the taking area. The com- 
mittee considered this claim to be fully covered in the $3,299,513. 

Section 5 of the bill authorizes an appropriation of $6,960,000 for 
the purpose of developing individual and family plans, relocating, re- 
establishing, and providing other assistance to improve the economic 
and social conditions of all recognized members of the tribe regardless 
of residence or nonresidence on the reservation. The funds will be 
expe nded under plans and programs approved both by the tribal coun- 
cil and the Secretary of the Interior and 1 none of the funds may be used 
for per capita payments or to purchase land for the tribe except for 
the purpose of resale to individual Indians. 

While the Secretary of the Interior has made no recommendation 
concerning this rehabilitation program, he has brought attention to 
the work of the Department through the Missouri River Basin in- 
vestigation project which has had the Standing Rock problem under 
continuous study since 1949. Detailed and exhaustive field studies 
have been made on the conditions of the people, their assets, Income, 
way of life, and future potential. A series of fac tual re ports submitted 
to the committee provide a basis for the committee’s conclusions. 
(MRBI ] cepts . Nos. 124, 138, 151, and 153.) 

The M RBI reports disclose the impact of the taking of the control 
of the Missouri River and all of its adjacent bottom, timber, and bench- 
lands from the tribe as a whole, thereby depriving it of its most 
valuable natural resources and requiring its members to adopt new 
and different methods of maintaining themselves in ordinary stand- 
ards of life and health and of providing for their future development, 
improvement, and progress to complete and permanent independence 
of Government guardianship and maintenance. 

The overriding objective of the programs to be developed and 
executed under the supervision of the Secretary of the Interior is to put 
the people on a productive economic basis so as to remove them as 
public burdens and make them self-dependent. The committee cau- 
tions that all care should be exercised that these funds build a per- 
manent economic base for the overall betterment of the recipients and 
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that they are to be wisely Sen. The tribal council and the 
MRBI both suggested possible use of these funds along the following 
lines based on the authorization in H. R. Toe as passed by the House: 


Rehabilitation 


plus 44 of 

$3,987 892 

Tribal rehabilitation program: se 1) (2)) 
ORTON oss wisn “dh tetea Dhaensab ciaiis sbi ... $2, 250, 600 
2. Agricultural loans_.___-_-- ' bs urs ne : . 2,080, 550 
3. L: a9 purchase......-. eae .. 1,976, 550 
4, aa » loans a 7 i ree . J, 337, 800 
5. Ty lividual homes, old people_-—- = ; halle 952, 350 
6. Business enterprises Jeieie oe 613, 750 
7. Domestic water___-_- re ; 239, 250 
. Administration ae SN 343, 050 
9, Community activit ae ’ e = wee 249, 650 
10. Wildlife conservation... : : 124, 800 
11. Children’s home be . 100, 050 
1} 20d nednhs’e hpmne ; 80, 100 
Ue Pisichen 2 2 ae Se 520, 416 


TNS ee oe : ‘ _.... 10, 468, 916 


The committee has reduced the authorization for rehabilitation 
from $8.5 million to $6,690,000. This conforms with the reeommenda- 
tion of the Secretary of the Interior. 


SUMMARY 


The necessity of the Oahe Dam and Reservoir project was decided 
upon by the Congress many years ago, but its construction is resulting 
in the flooding of over a third of a maillion acres of the finest bottom 
lands along ~ Missouri River. One hundred and ninety Indian fami- 
lies of the Standing Rock Reservation who reside on and use 55,994 
acres of land for agriculture and grazing have been or will be forced to 
evacuate their homes when the reservoir behind the Oahe Dam fills 
The Indian families must give up their homes and homelands, their 
cattle raising industry will be sorely disrupted, many of their sub- 
sistence pursuits will be curtailed, and their social life will be altered. 
In addition their finest land will be flooded. Finally, 510 families will 
suffer from having their relatives and neighbors moved from the 
bottom lands onto their more rugged and less desirable benchlands 
and uplands. This migration will cause further crowding on the 
already overcrowded and marginal lands. 

The only hope these 700 disrupted families can possible have is that 
the Federal Government will compensate them in money and, in 
addition, furnish such services as are necessary to obtain a sufficient 
degree of readjustment and reconstruction. Thus, they will be en- 
abled to make a new start in life and once again atterapt to reac ‘ha 
point of development they have aright to achieve. The enactment of 


H. R. 12662 will help accomplish this goal. 
SECTIONAL ANALYSIS 


Section 1 provides that title, excluding oil, gas, and other minerals, 
shall be taken by the United States to approximately 55,993.82 acres 
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of tribal and individual restricted land on the Standing Rock Sioux 
Reservation in South Dakota and North Dakota lying witbin the 
taking area of the Oahe Dam and Reservoir project and to the Indians’ 
interest in the bed of the Missouri River. In consideration of this 
taking and related matters, section 1 prescribes payment of $1,952,040 
to be disbursed in accordance with schedules prepared by the Missouri 
River Basin investigation staff and $3,299,513 to be disbursed in 
accordance with section 2 of this act. These amounts are payable 
from funds available for the Oahe Dam project. 

Section 1 (b) directs that title to land not needed for the Oahe 
Dam and Reservoir project shall revest in the former owner upon 
determination by the Secretary of the Army to be made within 2 years 
from the date of the act. 

Section 1 (c) empowers the Secretary of the Army to acquire 
additional tribal or individual land by purchase with the approval of 
the Secretary ot the Interior, or by condemnation, if such lands are 
needed for project purposes 

Section 2 provides that the payments authorized by the act, less 
the amount heretofore deposited by the United States in a condemna- 
tion case affecting 2,005.32 acres of the 55,993.82 acres taken, shall 
be placed in the Treasury of the United States to the credit of the 
Standing Rock Sioux Tribe to draw interest on the principal at the 
rate of 4 percent per annum. Section 2 also directs that no part of 
the compensation shall be subject to any lien, debt, or claim of any 
nature whatsoever against the tribe or individual Indians except 
delinquent debts owed by the tribe to the United States or owed by 
individual Indians to the tribe or to the United States. 

Section 2 further provides that one-half of the $3,299,513 in settle- 
ment of dameges is to be consolidated with the rehabilitation appro- 
priation authorized by section 5. From the remaining one-half a sum, 
not to exceed $726,546, is to be available for payment of expenses, 
damages, and losses sustained by those members of the tribe as a 
direct result of having to move themselves from the taking area. No 
part of these funds may be used for per capital payments. 

Section 3 directs the Secretary of the Army, from funds appro- 
priates d for the construction of the Oahe project, to relocate and re- 
establish such Indian cemeteries, tribal monuments, and shrines 
within the taking area as the tribal council shall select with the 
approval of the Secretary of the Interior. 

Section 4 directs the Secretary of the Army, from funds appropriated 
for the Oahe project, to protect, replace, relocate, or reconstruct 
existing agency facilities on the Standing Rock Sioux Reservation, 
which the Secretary of the Interior determines will be impaired by the 
construction of the project. 

Section 5 authorizes the appropriation of $6,960,000 to be expended 
only in accordance with plans and programs approved both by the 
tribal council and the Secretary of the Interior for the purpose of 
developing individual and family plans, relocating, reestablishing, 
and providing other assistance designed to help improve the economic 
and social conditions of all recognized members of the Standing Rock 
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Sioux Tribe regardless of residence on the reservation. No part of 
the refunds may be used for per capita payments or for purchase of 
land by the tribe except for resale to individual Indians in furtherance 
of the program authorized in section 5. 

Section 6 reserves all minerals, including oil and gas, within the 
ane area to the tribe or individual owners, as their interests may 
appear, subject to reasonable regulations for the protection of the 
Oahe proje ct. 

Section 7 permits members of the tribe to remain on the taking area 

without charge until required to vacate. 

Section 8 allows the individual Indian landowners to cut and remove 
the timber from their lands and to salvage the improvements thereon. 
If these individual rights are waived or not exercised within 60 days 
before the lands have to be vacated, the tribe may exercise their rights. 
The salvage permitted by this section is not to be construed as com- 
pensation. 

Section 9 lists the districts and times within which members of the 
tribe are required to vacate the taking area. Changes in this schedule 
may be made by the Chief of Engineers with the approval of the 
Secretary of the Interior, 

Section 10 grants the tribe and its members exclusive permission, 
without cost, to graze livestock on the land be ‘tween the water level 
of the reservoir and the exterior boundary of the taking area, and 
grants the members of the tribe, without cost, access to the shoreline 
of the reservoir, including permission to hunt and fish, subject to 
regulations governing corresponding use by other citizens of the 
United States. 

Section 11 authorizes the Secretary of the Interior to purchase land 
with funds made available by individual Indians or by the tribe and 
to sell tribal land upon request of the tribe, for the purpose of (1) pro- 
viding substitute ad for individual Indians whose land is within the 
taking area, (2) consolidating land holdings, and (3) eliminating 
fractionated heirship interests within the reservation. ‘Title to land 
acquired within the reservation boundaries is to be in the name of 
the United States in trust for the tribe or individual Indian, while title 
to land outside the reservation is to be unrestricted. 

Section 11 also authorizes the Secretary to partition or sell indi- 
vidually owned land, in which all interests are in trust or restricted 
status, upon the request of owners of not less than 25 percent interest 
in the land. This authorization is limited to carrying out the three 
named purposes of section 11. Any partition sale must be by com- 
petitive bid except that, if the owners of not less than 25 percent in- 
terest in the land agree, any owner of an interest in the land, or the 
tribe, if the land is within the reservation, shall have the right to 
purchase the land prior to competitive sale at not less than its ap- 
praised value. If more than one such preference right is claimed, 
the sale is to be by competitive bid but limited to the tribe and to the 
persons entitled to a preference. The Secretary of the Interior, for 
the purpose of such sale, is authorized to represent minors or other 
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Indians under legal disability and after giving notice by publication, 
may represent absent Indian owners who cannot be located. 

Section 12 specifies that no part of any expenditure made by the 
United States shall be charged as an offset or counterclaim against 
any tribal claim which arose prior to the effective date of the act. 

Section 13 provides that the Secretary of the Treasury, upon cer- 
tification by the Secretary of the Interior, shall reimburse ihe Standing 
Rock Sioux Tribe up to $135,000 for fees and expenses incurred in 
connection with the taking of the lands. 

Section 14 preserves the right of any individual to reject the final 
appraisal made on his land and improvements by filing a notice of 
rejection with the Chief of Engineers, United States Army, within 1 
year from the date of the act. Jurisdiction is conferred upon the 
United States District Court for the District of South Dakota and the 
United States District Court for the District of North Dakota to deter- 
mine just compe nsation in such instances in accordance with proce- 
dures generally applicable in condemnation cases. The individual 
contestant is not to be charged court costs, but all other costs and 
expenses including counsel fees, are to be borne by him. If the award 
allowed by the court is less than the appraised value tendered to the 
individual the difference is to be credited to the United States. The 
individual is to be bound by the determination of the court. 

Section 15 authorizes the appropriation of such amounts as may be 
necessary for the purposes of the act. 

Section 17 provides that all payments to the tribe and to individual 
Indians as authorized by the act shall be exempt from all forms of 
State and Federal taxation. 


DEPARTMENTAL REPORTS AND APPENDIXES 


Favorable reports on H. R. €075 and H. R. 6252, and S. 3388, 
companion measure to H. R. 12662, are as follows: Secretary of the 
Interior, dated March 21, 1958, Secretary of the Army, dated March 2 
1958, and Bureau of the Budget, dated April 16, 19% 58. A copy of oh 
decision of the United States District Court, District of South Dakota, 
Northern Divisi . dated March 10, 1958, in Civil No. 722, N. D.. 
United States v. i Sour Indians of Standing Rock Reservation, et al. 
is included as appendix A. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1958. 
Hon. Cratr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Encie: Your committee has requested a report on H. R. 
6075 and H. R. 6252, bills to provide for the acquisition of lands by 
the United States required for the reservoir created by the construc- 
tion of Oahe Dam on the Missouri River and for rehabilitation of the 
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Indians of the Standing Rock Sioux Reservation in South Dakota and 
North Dakota, and for other purposes. 

We recommend that one of the bills be enacted if it is amended as 
suggested in this report. 

The bill transfers to the United States title to all lands within the 

taking area of the Oahe Dam and Reservoir project that belong to 
the Indians of the Standing Rock Sioux Reservation and provides for 
payments to the Indians as follows: 

1. A sum to be agreed upon through negotiations between the In- 
dians, the Corps of Engineers, and this Department as compensation 
for lands, excluding mineral rights which are reserved to Indian 
owners, and for indirect damages. 

2. $8,500,000 for the rehabilitation of all enrolled members of the 
tribe whether or not residing within the taking area and for the relo- 
cation and reestablishment of members residing within the taking 
area. 

In addition, the bill provides for expenditures by the United States 
in amounts indeterminable at this time for the following purposes: 

Deficiency judgments for fair compensation awarded in judicial 
proceedings initiated when Indians reject the final appraisal for their 
lands. 

Removal and reestablishment of Indian cemeteries, monuments, 
and shrines. 

Reconstruction of agency facilities, schools, hospitals, service 
ee agents’ and employees’ quarters, roads, and bridges. 

Expenses of the tribal council incurred in negotiation leading up 
to ii making of the agreement embodied in the bill, but not to exceed 
$100,000. 

- addition, the bill gives the Indians the following rights: 

The right to cut and remove timber and to salvage any portion 
of due, without any deduction in the amount paid for the 
land. 

2. The right to reside on the land without charge after title has 
passed to the United States until the gates of the dam are closed. 

3. The exclusive right to graze stock without cost on the land 
between the water level of the reservoir and the taking area, the right 
of _ access to the shoreline of the reservoir, and unimpairment of the 
treaty right to hunt and fish in and on the taking area and reservoir. 
All i rights are subject to reasonable regulations that may be 
imposed by the Chief of Engineers for the protection and use of the 
area. 

The right to retain all land on the Standing Rock Reservation 
in trust status except lands for which the tribe or members of the 
tribe request a patent in fee. 

>. The right to acquire substitute lands, the titles thereto to be 
held by the United States in trust. 

The following amendments are recommended. ‘The page and line 
references are ie H. R. 6075: 

1. On page 1, line 3, delete “all tribal, allotted, assigned, and 
inherited” and ace. “the entire interest in” 

This change will make it clear that the United States is taking title 
to undivided interests in Indian lands that are owned by non-Jndians. 
The appraisal was by tracts without regard to undivided ownership 
interests. 
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2. On page 1, line 9, through page 2, line 6, either delete the proviso, 
or restrict it to apply ‘only to the taking of tribal lands by making it 
read as follows: 


Provided, That the effective date for taking title to the lands belonging to the 
Standing Rock Sioux Tribe shall be the date when the Secretary of the Interior 
shall by proclamation declare that the terms provided for in this Act for the 
acquisition of such tribal lands have been accepted by a three-fourths majority 
of those adult Indians of the Standing Rock Sioux Tribe, as shown by the tribal 
rolls, voting on the acceptance. 

If the modified provision is included and a favorable vote is not 
obtained, Congress probably will need to pass further legislation. 
As this bill provides a procedure for judicial review of the purchase 
price, the omission of the proviso would make the bill the equivalent 
of a condemnation statute should the price not be acceptable to the 
tribe, and no further legislation would be needed. 

3. On pages 2 and 8, revise section 2 to read in its entirety as follows: 

Sec. 2. The Secretary of the Army shall pay out of funds appropriated for the 
construction of the Oahe project the sum of $1,952,040 for all lands and improve- 
ments and interests therein taken by section 1 of this Act, and the further sum 
of $ for indirect or intangible damages. Such payment shall be in final 
and complete settlement of all claims, rights, and demands of the Indians arising 
out of the construction of the Oahe project, and shall be deposited to the credit of 
the Standing Rock Sioux Tribe in the Treasury of the United States to draw 
interest on the principal thereof at the rate of 4 percent per annum until expended. 
The sum appropriated as just compensation for the lands and improvements shall 
be allocated in accordance with the tract and ownership schedules prepared by 
the Missouri River Basin investigation staff. Said allocation shall be computed 
on the basis of a percentage of the amounts shown for each tract and ownership 
on such schedules. The amounts allocated to the lands owned by individuals 
shall be paid to them. One-half of the amount allocated to the lands owned by 
the tribe and one-half of the amount paid for indirect or intangible damages 
shall be consolidated with the rehabilitation appropriation authorized by section 


5 of this Act and shall be expended in accordance with the provisions of section 5. 


Out of the remaining one-half of such amounts shall be paid the cost of moving 
dwellings and other buildings from the taking area. None of such amounts shall 
be ‘aoe for per capita payments 


The present language is subject to the following objections: 

(a) Itis in the form of an agreement between the tribe and Congress, 
rather than in the form of an ordinary statute. 

(b) Indirect and intangible damages should not be labeled as an 
rere of just compensation for the taking of land. 

) The bill provides for payments to be arrived at by negotiations. 
Previous attempts to negotiate a settlement for Cheyenne River , Crow 
Cree ‘k, lower Brule, and Sts anding Rock were unsuccessful and as a 
result of these experiences we believe further atte mpts to negotiate a 
settlement for Standing Rock will only result in further de slay. 

With respect to direct dams ages, your attention is directed to the 
fact that the Missouri River Basin investigations staff appraised the 

Standing Rock Sioux land at $1,613,454 on the basis of November 
1951 farm real estate values. An increase in the appraisal is now 
justified because of an increase in land values since November 1951. 
Indian figures of farm real estate values have increased 17% percent 
between November 1951 and November 1957, and the anticipated 
figure for March 1958 will show an additional 3 percent increase. The 
$1,613,454 figure based on November 1951 values should therefore be 
increased by 20} percent, which would make it $1,952,040. 

Indirect and intangible damages include the costs of relocating and 
reestablishing members of the tribe who reside in the taking area, and 
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the losses of timber, wildlife, and other values to the entire tribe. 
Such damages have been estimated by the Missouri River Basin in- 
vestigations staff at $3,167,513. That estimate is submitted without 
recommendation regarding the dollar figure to be fixed by the Con- 
gress. The basis for the estimate is explained in detail in Report No. 
138, Damages to Indians of 5 Reservations from 3 Missouri River 
Reservoirs in North and South Dakota, copies of which were sub- 
mitted to the 83d Congress with our report on H. R. 2233 (Public 
Law 776). The following figures, which are excerpts from table 1 of 
that report, show the comparisons between the Missouri River Basin 
investigations estimates of indirect damages and the amount allowed 
or proposed to be allowed by the Congress for the Cheyenne River and 
Standing Rock Reservations: 











Type of damage | Cheyenne | 8tanding 
River | Rock 

Cost of reestablishing homes, ranches, and economy-..-- j ii $1, 531, 051 $726, 546 
Timber, wildlife, and wildlife product losses (in excess of appraised value of | 

commercir] timber) ie ia elle alte ek ease cmiiecmnas | 1, 664, S87 2, 362, 527 

Potential increase in value of irrigated land................-.-...---.--.--...] 19, 370 78, 440 

—— si canaiiiba Naat 

Total a a | 1 3, 215, 308 1 3, 167, 513 

Per, SRE We RMON aos Seco diccncscdwtbescdsacccusncccecsuncss U; SOE ET Laivdaeddacatcns 





1 These totals omit an item in the MRBI report called all other damages, mostly intangibles, because 
that item is misnamed and is not in fact a damage item. It represents an adjustment factor designed to 
make the total figures comparable to those allowed by Congress for the Fort Berthold Indians, 


4. On page 3, line 14, delete “United States further agrees to’”’ and 
substitute “Secretary of the Army shall’. The proposed legislation 
is not an agreement. 

5. On page 3, lines 24 and 25, delete ‘““United States further agrees 
to appropriate, and the’. 

6. On page 4, lines 11 to 14, delete all of the language of section 5 
that precedes ‘“‘shall’’ in line 14, and substitute “There is authorized to 
be appropriated a further sum of $ , Which further sum”, 

This change removes language that is appropriate for an agreement 
but not for a statute. It also leaves for congressional determination 
the appropriate amount for rehabilitation purposes. 

There are submitted for your information Missouri River Basin 
Investigations Report No. 151 relating to resident population of 
Standing Rock Reservation, and supplement No. 1 relating to non- 
resident members of the Standing Rock Sioux Tribe. Also submitted 
is Missouri River Basin Investigations Report No. 153 entitled 
“Suggested Program for the Use of Oahe Funds for Economic and 
Social Betterment.” This suggested program takes into account all 
funds recommended in settlement for the acquisition of Indian prop- 
erties on the Standing Rock portion of the Oahe Reservoir, and for 
rehabilitation. In addition to the use of these funds, the program 
is built around the effective use of the assets remaining after the 
transfer of Indian properties in the reservoir to the United States. 
[t also recognizes the need for including certain nonresident Standing 
Rock Indians in rehabilitation programs. 

For purposes of comparison when determining the appropriate 
amount for rehabilitation, your attention is directed to the fact that 
Public Law 776, 83d Congress (68 Stat. 1191), authorized an appro- 
priation of $5,160,000 for the rehabilitation of members of the Chey- 
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enne River Tribe who resided within the reservation. That sum 
was computed on the basis of $1,200 per enrolled member, regardless 
of where located, but when the program was restricted to the members 
actually living on the reservation it amounted to approximately 
$2,250 per person. If the same approach were taken in the pending 
bill, the rehabilitation figure would be $7,875,000, which is $2,250 
multiplied by an estimated 3,500 persons residing on the reservation. 
We recommend, however, that the use of the fund not be restricted to 
the residents of the reservation. The total membership of the tribe 
is approximately 5,300, and a rehabilitation figure based upon $1,200 
per person, if that is the amount selected by Congress, would be 
$6,960,000. 

7. On page 4, beginning on line 21, change the proviso to read as 
follows: 

Provided, That such fund may be expended in accordance with plans approved 
by the Secretary of the Interior: 

8. On page 6, delete all of section 8, and renumber succeeding 
sections. ‘The Federal Government should not be required to take 
the precautionary measures against hazards provided for in this 
section after payment for the area acquired and with the retention 
for Indians of certain grazing rights and other benefits as proposed 
in the bill. 

9. On pages 7 and 8, revise and renumber section 11 to read as 
follows: 

Sec. 10. After the Oahe Dam gates are closed and the waters of the Missouri 
River impounded, the said Indian tribe and the members thereof shall be given 
permission to graze stock on the land between the water level of the reservoir and 
the boundary of the taking area described in section 16. The said tribal council 
and the members of said Indian tribe shall be permitted to have, without cost, 
access to: the shoreline of the reservoir, including permission to hunt and fish in 
and on the aforesaid shoreline and reservoir, subject, however, to regulations 
governing the corresponding use by other citizens of the United States. 

This revision will conform the language to that recommended for 
the Lower Brule and Crow Creek bills. 

10. On pages 8 and 9, revise and renumber section 12 to read as 
follows: 


Sec. 11. For the purpose of providing substitute land for individual Indians 
whose land is within the taking area, and for the purpose of consolidating individ- 
ual and tribal land holdings and eliminating fractionated heirship interests within 
the reservation, the Secretary of the Interior is authorized to purchase with funds 
made available by such individual Indians or by the Tribe land or interests in 
land, and to sell tribal land upon request of the Tribe. The land selected by and 
purchased for individual Indians may be either inside or outside the boundaries 
of the Standing Rock Sioux Reservation as diminishd. Title to any land or 
interest in land acquired within the boundaries of the reservation shall be taken 
in the name of the United States in trust for the tribe or the individual Indian for 
whom the land is acquired, and title to any land or interest in land acquired out- 
side the boundaries of the reservation shall be taken in the name of the individual 
for whom it is acquired. Trust titles shall be subject to the laws and regulations 
applicable to other trust titles within the reservation. 


This recommended revision would permit use of funds from any 
source to purchase land for the purpose of consolidating landholdings 
of the tribe and individual Indians. It would be of great assistance 
in eliminating fractionated heirship holdings, which is a serious prob- 
Jem, and in consolidating ownerships of farm and ranch units. 
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11. On page 11, line 13, delete “$8,175,000, as provided by sections 
5 and 14” and substitute “$——-——, as provided by sections 2, 5, 
and 13”, 

12. On page 11, line 15, delete ‘2,”. 

13. On page 11, line 16, change “15” to ‘14’. 

14. The land descriptions should be revised as follows: 

n page 36, line 1, after ‘Section 2” change the comma to a period 

On pas ‘ g I 
and delete the rest of the sentence. 

On page 40, line 13, after the semicolon add “northwest quarter 
northwest quarter;”’. 

On page 42, line 6, after “Section 1,” add “lots 9 and 12 and”’. 

On page 43, line 9, change the period to a comma and add “east 
half northeast quarter northwest quarter; sout heast quarter southeast 
quarter northwest quarter; south six hundred and sixty feet of Lot 2.” 

On page 45, line 3, change the period to a comma and add “Cannon 
Ball Townsite, block sixteen, lots 1, 2, 3, and 4; block fourteen, lots 
9 and 10.” 

On page 46, after line 3, add a new paragraph as follows: 

All Indian-owned houses located on fee patent land owned by the Catholic 
Church and described as the south half northwest quarter, section 35, township 
23 north, range 29 west; all Indian-owned houses located on fee patent land owned 
by the Congregational Church and described as the southwest quarter southwest 
quarter, section 25, township 131 north, range 80 west; all Indian-owned houses 
located on fee patent land owned by the Northern Pacific Railway Company 
located in section 23, township 134 north, range 29 west, adjacent to the townsite 
of Cannon Ball, North Dakota. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Hatrirtp CHILson, 
Acting Secretary of the Interior. 


DEPARTMENT OF THE ARMY, 
Washington, D. C.. Mareh a1, 1958. 
Hon. Ciarr ENGLE, 
Chairman, Commiatiee on Interior and Insular Affa irs, 
House of Re prese ntalives. 

Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 6075 and 
H. R. 6252, 85th Congress, identical bills to provide for the acquisi- 
tion of lands by the United States required for the reservoir created 
by the construction of Oahe Dam on the Missouri River and for re- 
habilitation of the Indians of the Standing Rock Sioux Reservation 
in South Dakota and North Dakota, and for other purposes. 

The purpose of the bills is to effect a contract between the United 
States and the Sioux Indians of the Standing Rock Reservation in 
South Dakota and North Dakota for the acquisition of Indian lands 
of that reservation required for the construction, operation and 
maintenance of the Oahe Dam and Reservoir. In addition to pro- 
viding for the conveyance of the land to the United States, the bills 
would authorize (1) the payment of ‘“‘just compensation” to be a sum 
agreed upon for direct and indirect or intangible damages, of which 
the sum agreed upon as direct damages would be disbursed to the 
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individual or tribal owners while the balance would be deposited to 
the credit of the tribe and draw interest at the rate of 4 percent per 
annum until expended; (2) the relocation and reestablishment of 
Indian cemeteries, tribal monuments and shrines; (3) relocation and 
reconstruction of essential agency facilities = determined by the 
Secretary of the Interior; (4) make available $8,500,000 which shall be 
deposited to the credit of the Indian tribe, codetiear with one-half of 
the sum agreed upon as indirect or intangible damages, for the purpose 
of developing individual and family plans, relocating, reestablishing, 
and providing other assistance designed to help improve the economic 
and social status of all members of the tribe; (5) reservation of all 
mineral rights to the former owners; (6) members of the Indian tribe 
to cut and remove timber and to salvage improvements, without 
charge, within 9 months after enactment; (7) members of the tribe to 
remain on the land involved until the gates of the Oahe Dam are 
closed for the impoundment of the water of the Missouri River with a 
schedule for the progressive vacating of the taking area by districts; 
(8) the Indians to graze stock, after the gates are closed, on the land 
between the water level of the reservoir and the taking area, and have 
free access to the shoreline of the reservoir, including the right to hunt 
and fish; (9) the Department of the Interior to render assistance to 
individual members of the tribe in acquiring relocation sites; (10) 
reimbursement of a sum not to exceed $100,000 for the expenses of the 
tribal counsel; and (11) any individual member of the tribe to reject 
the appraisal of his land, after which a proceeding may be instituted 
in the United States district court. Miscellaneous provisions are 
included conce rning protec tive measures to minimize livestock losses 
and to preserve the integrity of related Indian legislation such as the 
Indian Reorganization Act of June 18, 1934 (48 Stat. 984). 

The Department of the Army has considered the above-mentioned 
bills. Construction of the Oahe Dam and Reservoir project was 
authorized as part of the comprehensive plan for flood control and 
protection of the Missouri River Basin as provided by the Flood 
Control Act of December 22, 1944 (58 Stat. 887, 891). Section 3 of 
the authorization act provides authority of the Secretary of the Army 
to acquire lands necessary for the project. By the act of September 
30, 1950, as amended (64 Stat. 1093, 66 Stat. 46), the Chief of ‘En- 
gineers, Department of the Army, and the Secretary of the Interior, 
joint!y representing the United States, were authorized and directed to 
negotiate with the Sioux Indians of the Standing Rock Reservation in 
South Dakota and North Dakota, for the acquisition by the United 
States of the lands described in section 17 of H. R. 6075 and H. R. 6252, 

While no additional authorization was required for the acquisition 
of land, it was considered possible that the act of September 30, 1950, 
might produce an acceptable basis for a contract since it included 
authority to consider, in addition to just compensation, the costs of 
relocating and reestablishing the tribe and its members so as to 
reestablish and protect their economic, social, religious, and com- 
munity life. Negotiations were instituted based on appraisals pre- 
pared for the Department of the Army by Gerald T. Hart, Denver, 
Colo., indicating the fair market value of the land including severance 
damage, improvements and timber to be $1,320,000 and an appraisal 
prepared for the Secretary of the Interior by the Missouri River 
investigations staff indicating a total valuation of $1,613,454. Agree- 
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ment was reached among negotiators for the tribe and representatives 
of the Secretary of the Interior and the Chief of Engineers on 
$1,575,000 as payment to be made for ac or of title to the lands 
involved. While agreement was also reached on many incidental 
matters, including relocation of roads, ribal cemeteries, shrines, and 
monuments, a contract could not be concluded. Pursuant to section 

5 (b) of the September 30, 1950, act, a copy of the proposed contract, 
ae forth in detail the provisions in dispute, was submitted to 
your committee June 23, 1955, with this Department’s report on 
H. R. 5608, 84th Congress, a bill to provide for the acquisition of lands 
by the United States required for the reservoir created by the construc- 
tion of Oahe Dam on the Missouri River and for rehabilitation of the 
Indians of the Standing Rock Sioux Reservation, S. Dak. and N. Dak., 
and for other purposes. 

Work on the Oahe Dam and Reservoir project is proceeding in 
accordance with schedules prepared by the Chief of Engineers. Of 
approximately 430,000 acres of land in which rights are required for 
the project, interests have been acquired in 220,000 acres. None of 
the lands of the Standing Rock Sioux Indians have been acquired 
except that construction progress in connection with highway and 
railroad relocations made it necessary to file condemnation proceed- 
ings for the acquisition of 6.45 acres of tribal lands and 1,964.21 acres 
of other lands within the area described | in H. R. 6075 and H. R. 6252. 
In condemnation proceedings entitled “United States of America, 
Plaintiff v. 2005.32 acres of land, ete. Defendant” (Civil No. 722 N. D.) 
filed in the U nited States District Court for the District of South 
Dakota, the court, on March 10, 1958, granted a motion to dismiss 
the complaint and the declaration of taking as to the tract of land 
encompassing the 6.45 acres of land owned by the Standing Rock 
Sioux Indian Tribe indicating that, in the opinion of the court, the 
Secretary of the Army was not authorized to condemn the specific 
tribal land involved. 

In the acquisition of land for public-works projects of the United 
States the fifth amendment to the Constitution assures owners of the 
payment of just compensation. This constitutional guaranty has not 
been implemented by general legislation and the determination thereof 
has accordingly remained as a judicial function. The courts, in 
developing this body of law, have generally held that the Government 
is required to pay market value of the property taken and that, in the 
absence of specific statutory authority, other losses or damages are 
not compensable. H. R. 6075 and H. R. 6252 would authorize a 
payment of just compensation including indirect or intangible damages 
resulting from the taking; the relocation, reestablishment, and recon- 
struction of cemeteries, monuments, shrines, and agency facilities; 
and the payment of an additional $8,500,000 for the benefit of all 
members of the tribe residing on the reservation. Reimbursement 
would also be authorized to the tribal council for its expenses, not 
exceeding $100,000. 

The provisions relating to payment for land would restate the con- 
stitutional guaranty of “just compensation” and define it as the 
amount agreed upon, between the Chief of Enginee ‘rs and the Sioux 
Indians of the Standing Rock Sioux Reservation “for direct and in- 
direct or intangible damages for all lands and improvements and 
interests therein.” It is submitted that this requirement would place 
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an impossible administrative burden on the Chief of Engineers since, 
by definition, the term “just compensation” excludes from considera- 
tion any indirect or intangible damages. The courts, including the 
Supreme Court of the United States, have uniformly held that just 
compensation equals “‘market value” of the interest taken. This is 
generally defined as the amount that would probably be paid for the 
property as between a willing seller, not compelled to sell, and a willing 
buyer, not compelled to buy. There is no provision in this concept 
for the evaluation of indirect or conse quential damage. 

A recent review of the appraisal prepared for this Department 
indicates that the current market value of the lands involved i 
approximately $1,700,000. The Department of the Army accordingly 
would interpose no objection to the amendment of the bill to either 

a) provide for $1,700,000 as payment in full for the land, or (6) to 
permit the property to be acquired in condemnation proceedings with 
just compensation to be determined by the courts in accordance with 
established procedures. 

The Secretary of the Army is aware, however, that “just compen- 
sation” as determined by the courts very often does not fully compen- 
sate owners and tenants for all of their losses, some of which are 
intangible and, therefore, not susceptible of determination without 
indulging in speculation. However, these factors are found in all 
governmental acquisitions and are not peculiar to the Indian land 
cases. The courts have also recognized that while just compensation 
has been defined as the value of the interest taken, it does not neces- 
sarily establish the value that a piece of property may have to the 
owner. 

Congress, in recognition of the added calculable expenses of persons 
dislocated by public works projects of the military departments, 
authorized by section 401 (b) . the act of July 14, 1952, as amended, 
(66 Stat. 606, 624; 69 Stat. 352), the reimbursement of affected owners 
and tenants for their moving ea s not to exceed 25 percent of the 
fair value of the land involved. Except for reimbursement for moving 
expenses, the Department of the Army and the Chief of Engineers are 
unable unde ‘r existing law, and would be unable under the provisions 
of section 2 of H. R. 6075 and H. R. 6252, to pay to the Indians of the 
Standing Rock Sioux Reservation any sums for indirect or intangible 
damages. 

The Department of the Army believes that the traditional pro- 
cedure of allowing the courts to determine just compensation, when 
the Government agency and the landowners involved cannot agree, 
is sound and should not be the subject of modification in individual 
selected cases. If it is determined by Congress to be in the public 
interest to give additional privileges to Indian tribes whose land is 
taken, either because of considerations of national policy affecting 
the Indians generally or because a specific tribe is faced with peculiar 
circumstances arising from reduction in the size of its reservation, 
the Department of the Army strongly urges that these matters be 
completely divorced from the consideration of payment of just com- 
pensation for the lands taken. 

Of the special privileges or rights that would be granted to the 
Indians, some relate to the acquisition or use of the land, while others 
relate to matters pertinent only to the relationship between the United 
States and the Indians within the purview of the Bureau of Indian 
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Affairs of the Department of the Interior. Of those related to the 
land and the project, the Department of the Army, recognizing that 
the special circumstances justify relocation and reesté ablishment of 
shrines, monuments, and certain facilities, desires to point out for 
consideration of the committee the scope of the additional privileges 
and rights that would be authorized: 

(a) All mineral rights would be reserved to former owners under 
section 6 of the bill. It has previously been determined that gen- 
erally vendors at the Oahe Dam and Reservoir project would be 
allowed to reserve only oil and gas rights. 

(6) Under section 7 the members of the tribe would have the right, 
without charge, to cut and remove timber and salvage improvements, 
with the tribal council authorized to effect the removal if not accom- 
plished by the individual owners. In normal circumstances the value 
of timber or improvements retained by a former owner is either 
deducted from the amount determined to be just compensation or, 
if sold separately, the money is deposited in miscelleneous receipts. 
Under the section as written, the tribal council might be authorized 
to enter into a contract for the sale of timber and improvements. 
Contractor operations under these conditions might interfere with 
project development and operation while merely creating an avenue 
of providing additional revenue for the tribe, instead of satisfying 
the objective of providing materials needed by the individual Indians. 

(c) The Indians would be granted the exclusive right to graze 
stock, have free access to the shoreline and be guaranteed that there 
would be no impairment of the treaty right to hunt and fish in and on 
the taking area and reservoir, subject to regulations of the Chief of 

“n¢ineers, under section 11 of each of the bills. The grazing of stock 
by the Indians would preclude the normal method of making lands 
available for lease on a competitive bid basis after the first 5-year 
period during which a priority is afforded to the former owner. “Free 
access to the shoreline” is believed to provide no greater rights than 
are now guaranteed to all citizens by the Flood Control Act of 1954 
(act of September 3, 1954, 68 Stat. 1256, 1267), which provides that 
ready access to and exit from water areas of the reservoir shall be 
maintained for general public use. If, however, this provision were 
interpreted to guarantee to the tribe and its members the right of 
free and exclusive access to each and every portion of the shoreline, 
serious impairment in the development of public facilities at the 
reservoir could follow. The preservation of the Indians’ “treaty 
right to hunt and fish’ should be considered against the background 
of the jurisdiction of the States of South Dakota and North Dakota 
in this field. 

(d) Expenses incurred by the tribal council not in excess of $100,000 
would be reimbursed under section 14. 

If the committee gives favorable consideration to legislation to pro- 
vide for the Indians of the Standing Rock Sioux Reservation benefits 
over and above “‘just compensation,” it is recommended that the bills 
be amended as follows: 

(a) In section 2, in lines 9 and 10, page 2, delete “consisting of 
direct and indirect or intangible damages,’’; in line 25, page 2, delete 
“agreed upon as direct damages’’; and in lines 8 through 13, page 3, 
delete the proviso concerning disposition of the sum agreed upon as 
indirect or intangible damages, and insert in lieu thereof the following 
proviso: 





REHABILITATION OF STANDING ROCK SIOUX INDIANS 19 


“Provided, further, That nothing herein contained shall be construed 
to limit the right of the United States to file condemnation proceedings 
in the appropriate United States district court or courts, with the 
determination of just compensation to be made by such court or 
courts in the event that agreement cannot be reached between the 
negotiating parties within a reasonable time.” 

(6) That section 6 be amended to limit the reservation to the 
for on r owners of oil and gas rights only. 

(c) That section 7 be amended to limit demolition or removal of 
timber, structures, or improvements by the individual Indian owners 
or mombers of the tribe. 

(d) That section 15, pages 10 and 11, relating to institution of 
condemnation proceedings , be deleted in its entirety. 

The Department of the Army believes that the Secretary of the 
Interior is in a better position to advise the committee concerning 
those portions of the bills that would provide for the Indians funds 
for rehabilitation and extend rehabilitation privileges to all members 
of the Standing Rock Sioux Tribe without regard to residence either 
within the taking area or within the reservation. 

The fiscal effect of this measure is difficult for the Department of 
the Army to evaluate. However, section 2 would authorize pay- 
ments of excess of just compensation plus rehabilitation payments in 
the amount of $8,500,000, reimbursement for expenses in the amount 
of $100,000, and other direct and indirect undermined costs of benefits 
conferred as rights that would be granted to the Indian tribe. 

The Bureau of the Budget advises that there is no objection to 
the submission of this report. 

Sincerely yours, 
Wi.ser M. Brucker, 
Secretary of the Army. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGET, 
Washington, D. C., Apru 16, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuatrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to 5. 3388, a bill to 
provide for the acquisition of lands by the United States required for 
the reservoir created by the construction of Oahe Dam on the Missouri 
River and for rehabilitation of the Indians of the Standing Rock Sioux 
Reservation in South Dakota and North Dakota, and for other 
purposes. 

S. 3388 would confer on the Indians of the Standing Rock Sioux 
Reservation in South Dakota and North Dakota payments and privi- 
leges similar to those granted by Congress to the Indians of the 
Cheyenne River Reservation under the provisions of Public Law 77 6, 
83d Congress (68 Stat. 1191). Specific payments are included t 
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compensate individual Indians and the tribe for the value of lands 
lying within the taking area, for indirect damages, and for the rehabili- 
tation and reestablishment of Indian cemeteries, monuments, and 
shrines, for the reconstruction of the Standing Rock Sioux Agency, 
for the recons:ruction of schools, hospitals, service buildings, employ- 
ees’ quarters, roads, and bridges, and certain tribal expenses incurred 
in connection with negotiations with the Government. 

In addition to these monetary awards, the bill gives the Indians 
certain rights and privileges in the taking area including the right to 
cut and remove timber and to salvage improvements without loss of 
payment, the right to reside on lands taken by the Federal Govern- 
ment until the gates of the dam are closed, the right to graze stock 
between the water level of the reservoir and the boundary of the taking 
area, the perpetual right of access to the taking area for hunting and 
fishing, and the right to acquire substitute lands, the titles thereto to 
be held by the United States in trust. 

In the report he is making to your committee on this bill, the 
Secretary of the Interior recommends a number of amendments which 
would make the measure consistent with existing policies with respect 
to Indian affairs. 

There are several features of the proposed measure which this 
Bureau has opposed in the past. The most important of these are the 
provisions contained in section 5 relating to the rehabilitation of tribal 
members, and the provisions in section 6 permitting the retention of 
mineral rights. While this Bureau still believes that rehabilitation 
proposals should be considered on their own merits and that their 
enactment with the other provisions of S. 3388 leads to inequities to 
groups whose needs for rehabilitation programs may be as pressing as 
those affected by the bill but whose lands do not bappen to lie within 
future reservoir areas, we recognize that in enacting Public Law 776 
Congress has established a pattern for reservations affected by corps 
projects in the Missouri River Basin. 

It should be noted that the amounts granted by this bill are con- 
siderably in excess of the proportionate amounts granted to the 
Cheyenne icc Indians by Public Law 776. It is assumed that in 
its consideration of this measure Congress will take appropriate action 
to bring these amounts in line with the settlements finally incorporated 
in the Cheyenne River legislation. 

In accordance with the foregoing comments, you are advised that 
the Bureau of the Budget would interpose no objection to the enact- 
ment of S. 3388 if amended to conform to the recommendations made 
by the Secretary of the Interior, and if the amounts of the monetary 
awards are reduced to generally conform to the amounts awarded the 
Indians of the Cheyenne River Reservation under the provisions of 
Public Law 776, 

Sincerely yours, 


Puitiie S, Huaues, 
Acting Assistant Director for Legislative Reference. 
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Untrep Srates District Court, Districr or Sours Dakota, 
NortTHEeRN Division 


Civil No. 722 N.D. Tract R-1825 


United States of America, plaintiff, v. 2005.32 acres of land, more or 
less, situate in Corson County, South Dakota; and Sioux Indians of 
Standing Rock Reservation, et al., and Unknown Owners, Defendants 


MEMORANDUM DECISION 


Hon. Clinton G. Richards, United States Attorney, and Messrs. 
H. R. Jackson and Robert L. Jones, Assistant United States Attorneys, 
of Sioux Falls, South Dakota, appeared in behalf of the plaintiff; and 

Mr. Marvin J. Sonosky, of Washington, D. C., appeared in behalf 
of the Standing Rock Sioux Tribe. 

As a part of the land acquisition program for the Oahe Dam and 
Reservoir project, the United States of America by the Secretary of 
the Army has commenced condemnation proceedings against 6.45 
acres of Indian tribal land, designated as ‘Tract R-1825, belonging 
to the Standing Rock Sioux Indian Tribe and located on the Standing 
Rock Indian Reservation in South Dakota. The matter before the 
court is a motion by the Tribe to dismiss the complaint in condemna- 
tion and the declaration of taking as to this tract on the grounds 
that Congress has not authorized the condemnation of tribal lands 
on the Standing Rock Reservation. Although the amount of land 
here involved is not large, the matter has considerable significance 
because the Oahe project will eventually require large acreages of 
tribal and allotted Indian lands. The pending motion has been 
argued orally to the court, and briefs have been submiticd by counsel 
on both sides. 

The land in question is part of a vast reservation set aside for the 
Sioux Nation by a treaty between the United States and the Sioux 
on April 29, 1868, 15 Stat. 635. By Article 2 of that treaty, the 
United States agreed that the reservation land was— 
set apart for the absolute and undisturbed use and occupation of the Indians. 
Under Article 11 of that treaty, the Tribe agreed to relinquish all 
right to permanently occupy land outside the reservation, and further 
agreed not to object to the construction of— 
railroads, wagonroads, mail-stations, or other works of utility or necessity which 
nay be ordered or permitted by the laws of the United States. 

A proviso of Article 11 stated that, in the event such roads or other 
works were constructed on reservation land, the amount of damages 
would be assessed by three commissioners, one of whom was to be a 
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chief of the Indians. Also pertinent to the rights of the Indians to 
the reservation land was Article 12, which stated: 

No treaty for the cession of any portion or part of the reservation herein de- 
scribed which may be held in common shall be of any validity or force as against 
the said Indians, unless executed and signed by at least three-fourths of all the 
adult male Indians, occupying or interested in the same. 

By the subsequent treaties of 1877, 19 Stat. 254, and 1889, 25 
Stat. S88, the original reservation was reduced and formed into 
separate reservations, one of which was the present Standing Rock 
Reservation. Both of these later treaties, by Article 8 of the 1877 
treaty and by Section 19 of the 1889 treaty, kept the above-men- 
tioned provisions of the 1868 treaty in force. 

In addition to the provisions of the 1868 treaty, the following 

statute has importance in relation to the subject of the alienation of 
Indian lands: 
N> purchase, grant, lease, or other conveyance of lands, or of any title or claim 
there to, from any Indian nation or tribe of Indians, shall be of any validity in 
law or equity, unless the same be made by treaty or convention entered into 
pursuant to the Constitution. 25 U.S. C. A. see. 177). 

The question presented by this motion, therefore, is whether, in 
riew of this legislation and the treaty provisions, considered in the 
light of the history of Congressional and judicial treatment of Indians, 
the Secretary of the Army has sufficient authorization from Congress 
to acquire this tribal land by condemnation. 

Certain principles of law are not disputed by either the Tribe or 
the Government, but a recitation of these prince iples will assist in plac- 
ing the issue here in its proper perspective. The right of eminent 
domain, which is the power to take private property for public use, 
is an inherent incident of sovereignty requiring no constitutional 
recognition, vid the provision of the Fifth Amendment to the federal 
ae that just compensation be paid for property taken is 
merely a limitation upon the use of that right (United Si tates v. Jones, 
109 U.S. 513 (1883): United States v. Federal os l Bank of St. Paul, 
8 Cir. 1942, 127 F2d 505, 508). The right to authorize the exercise 
of eminent domain lies only in the Congress, and an agency or officer 
of the United States may take property only to the extent of the 


Congressional authorization (United States v. North American Trans- 
eee and a t70.. 203 U 4 S. 330 (1920): / ited States v. Weich, 
327 U. 946 (194 : Youngstown Sheet & Tube Co. v. Sawye r, 343 U.S 


579 (1952) nes has the power to authorize the taking of 
Indian tribal lands (Cherokee Nation v. Southern Kansas Ry. Co., 135 
U.S. 641 (1890)). Where there is a treaty with Indians which would 
otherwise restrict the Congress, Congress can abrogate the treaty in 
order to exercist its sovereien nen (Thomas W. Gay, 169 U. ». 264 


(1898); ¢ voate Vv. Trapp, 224 i, . 665 (1912)). 

It is obvious, then, that Congress bas the authority to condemn the 
tract in this case, ~~ this ean be done even thouch it is in abrogation 
of the treaty provisions. But this is not to say that the treaty pro- 


visions are to be ignored, but instead it is to require that there be clear 
Congressional action which indicates an intention to abrogate the 
terms of the treaty. Manifestly, this must be so if the treaty is to 
have any meaning at all. By the very existence of the treaty, pro- 
viding that the reservation land be set aside “for the absolute and un- 
disturbed use and occupancy of the Indians” and that there be no 
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cession of the land except with the consent of three-fourths of the 
adult male Indians, a special situation has been created which requires 
different treatment for this Indian land than for non-Indian land. 
Non-Indian land is not held by virtue of such a treaty, nor has it been 
acquired under the circumstances in which these treaties have been 
made. The minimum meaning of these treaty provisions, containing 
solemn promises to the Indian people by the government of the United 
States, is that they stand as the highest expressions of the law regard- 
ing Indian land until Congress states to the contrary. The Indians 
are entitied to depend on the fulfillment of the terms of the treaty 
until the Congress clearly indicates otherwise by legislation. In 
any such enactment, Congress, as the guardian of the Indians, ordi- 
narily makes am*le provision for the interest of its wards. This 
places no unconsciona dle burden on the United States nor in any way 
impairs its sovereisnty over the Indians, but merely requires a recog- 
nition of the special situation of the Indians. As will be pointed out 
herein, the Congress, over a long period of time, has acted constantly 
in accord with this requirement. 

In its complaint and its declaration of taking, the Government cites 
five statutes to show the authority under which it is attempting to 
condemn this tract of tribal land. Since the established rule is that 
the party seeking to exercise the right of eminent domain has the 
oe of showing his authority (1 Nichols on Eminent Domain, sec. 

3.213) and the existence of the 1868 treaty necessitates a Congres- 
sional intention to abrogate the applicable provisions of that treaty, 
the burden is on the Government in this case to show that one or 
more of these five statutes indicate a Congressional intention to abro- 
gate the treaty provisions, thereby giving the Government the re- 
quisite authority to condemn the land. 

The first statutes cited in the complaint are title 33, United States 
Code Annotated, section 591, and title 33, United States Code Anno- 
tated, section 701. Section 591 empowers the Secretary of the Army 
to acquire lands by condemnation for river and harbor projects ‘for 
which provision has been made by law.” Section 701 extends this 
power to flood-control projects. Unquestionably, the two statutes 
form the basis of the condemnation authority possessed by the Secre- 
tary of the Army in acquiring ordinary lands in the prosecution of such 
projects. However, by no stretch of the imagination can it be said 
that Congress, in the enactment of these laws, had in mind the specific 

situation of the Standing Rock tribal lands, or even Indian lands in 
general. 

The principal statute upon which the Government relies is the 
Flood Control Act of 1944 (58 Stat. 887). Section 9 (a) of this act 
gave general approval to the prosecution of designated plans for the 
development of the Missouri River Basin ater There is no 
mention of Indian lands in the act itself, but the Government calls 
attention to an excerpt from one of the Senate and House documents 
which contained the designated plans: 

The proposed reservoirs will inundate Indians lands at several points. The 
estimnates submitted on the overall costs of the projects include funds to cover the 
cost of taking such lands and buildings, including relocation of burial grounds. It 
is to be understood, therefore, that approval of this plan includes authority for the 
Indians through their tribal councils, with the approval of the Secretary of the 


Interior, to convey and relinquish such property to the United States, and author- 
ity for the Secretary of War to enter into appropriate agreements with the Secre- 
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tary of the Interior and the Indian tribes concerned for the payment of the 
fair value of the property taken, or for the contribution of a sum approximating 
such value toward locating or constructing or toward relocating or reconstructing 
buildings, works, facilities, or water projects in the vicinity of the Missouri River 
or its tributaries (S. Doc. 247, 78th Cong., 2d sess., p. 4). 

This portion of the Senate document was an excerpt from a letter 
sent by the Chief of Engineers to the Chairman of the Committee on 
Flood Control of the House of Representatives. While we agree with 
the Government that this letter plainly discloses that Congress was 
aware that Indian lands would be acquired in the proposed projects, 
this court cannot hold that such an awareness or knowledge on the 
part of Congress indicates an intention to authorize condemnation 
proceedings as the method of acquiring these Indian lands. To the 
contrary, this letter indicates that Congress recognized the special 
situation regarding the Indians, and desired that some mutually 
agreeable plan be worked out for the acquiring of these lands. This 
letter contemplates no more than voluntary negotiations, with no 
implication of what proceedings might be taken in the event of the 
failure of such negotiations. As will be pointed out infra, Congress 
subsequently followed the thinking expressed in this letter by pro- 
viding for specific voluntary negotiations to be made in relation to 
tribal lands on the Standing Rock Reservation and on other reserva- 
tions. The Flood Control Act of 1944 cannot be the legislation 
necessary to authorize the taking of Indian tribal lands unless it could 
be held that a general law approving a series of particular projects can 
be applied to specific Indian lands which are bound by treaty. We 
believe such a holding to be untenable. General legislation is not 
sufficient to include Indian tribal lands. 

The fourth statute cited in the complaint is the Public Works 
Appropriation Act of 1956, 70 Stat. 474, 480. This is no more than 
an appropriation act limited to “projects authorized by law,’ and adds 
nothing to the 1944 Flood Control Act insofar as authority to take 
Indian tribal lands is concerned. 

The last statute, which is cited in the declaration of taking, is the 
Declaration of Taking Act, 40 USCA 258a. This law merely pro- 
vides for the procedure in condemnation suits and does not authorize 
the taking of Indian tribal lands by condemnation. 

Since all of the authorities relied upon by the Government are general 
statutes which do not refer to Indian lands, it is important to note that 
the Supreme Court has frequently held that general legislation does 
not apply to Indians. The rule is well stated in Elk v. Wilkins 
(112 U. S. 94 (1884)), where an Indian’s claim to United States 
citizenship on the basis of being a “person born * * * in the United 
States” within the meaning of the Fourteenth Amendment was 
rejected in the following language: 

The Indian tribes, being within the territorial limits of the United States, were 
not, strictly speaking, foreign States; but they were alien nations, distinct political 
communities, with whom the United States might and habitually did deal, as they 
thought fit, either through treaties made by the President and Senate, or through 
acts of Congress in the ordinary forms of legislation. The members of those 
tribes owed immediate allegiance to their several tribes, and were not part of the 


people of the United States. They were in a dependent condition, a state of 
pupilage, resembling that of a ward to his guardian. Indians and their property, 
exempt from taxation by treaty or statute of the United States, could not be 


taxed by any State. General acts of Congress did not apply to Indians, unless 8o 
expressed as to clearly manifest an inlention to include them (emphasis added) 
(112 U.S. at pp. 99, 100). 
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In addition to the numerous authorities which are cited therein to 
support this statement of the law, see the orgie | decisions subse- 
quent to the Elk case: United States v. Rickert (188 U.S. 432 (1903)); 
Choate v. Trapp (224 U. S. 665 (1912)); Squire v. ‘Capoeman (351 
U.S. 1 (1956)); Lewellyn v. Colonial Trust Co. (3 Cir. 1927, 17 F. 2d 
36); McCandless v. United States (3 Cir. 1928, 25 F. 2d 71); Chouteau v. 
Commissioner of Internal Revenue (10 Cir. 1930, 38 F. 2d 976; 340 Op. 
A. G. 439, 444 (1925)). These authorities clearly point out that, 
because of the peculiar situation of the Indians which has resulted in a 
guardian-ward relationship with our country, Congress, in the enact- 
ment of legislation, is obliged to indicate when such legislation is 
intended to be applied to Indians and their property. 

That Indians are the subject of special legislation is particularly 
evident from the existence and content of title 25, Indians, of the 
United States Code. Contained there is a myriad of laws pertaining 
to the protection and education of Indians, agreements with Indians 
and the performance by the United States of ‘oblig: ations thereunder, 
Indian agencies, and six chapters of laws having as their principal 
subject, Indian lands. 

Although we have occasionally used the term “Indian lands,” 
the case at bar involves only “Indian tribal lands’ as distinguished 
from “Indian allotted lands.” Of or importance, then, is the 
fact that Congress has seen fit to specifically provide by statute that 
lands allotted in severalty to Indians could be condemned for public 
yurposes (Act of March 3, 1901, 31 Stat. 1084, 25 U.S. C. A., Sec. 357). 
But the passage of this act only serves to emphasize that no compa- 
rable authority to condemn “Indian tribal lands’ has ever been given. 
The very existence of this act allowing condemnation of Indian 
allotted lands is graphic evidence that Congress itself felt it necessary, 
because of the provisions of the various treaties and legislation pro- 
hibiting alienation of Indian lands, to clearly provide the right to 
condemn Indian allotted lands. 

Even more significant is the following record of Congressional 
dealings with Indian tribal lands, many of these acts being in con- 
nection with the Missouri River Basin program: 

(1) Act of August 19, 1937 (ch. 702, 50 Stat. 700), wherein the 
Secretary of the Interior is authorized to acquire tribal lands on the 
Shoshone Indian Reservation for the Wind River irrigation project in 
Wyoming, with the deposit of certain funds by the Government to 
operate as an extinguishment of all right, title, and interest the Indians 
possess in the land; 

(2) Act of July 8, 1940 (ch. 552, 54 Stat. 744), providing outright 
that all right, title, and interest of the Indians in the tribal and all otted 
lands of the Fort Mohave Indian Reservation in Arizona and the 
Chemehuevi Reservation in California, as designated by the Secretary 
of the Interior, is granted to the United States for the Parker Dam 
and Reservoir project, with the Secretary of the Interior given the 
authority to de ‘termine the amount of compensation; 

(3) Act of May 2, 1946 (ch. 247, 60 Stat. 160, 167), which pro- 
hibited expenditures of appropriations for the Garrison Dam and 
Reservoir project, a part of the Missouri River Basin program, until 
the Secretary of War, through the Secretary of the Interior, had 
selected and offered to the Three Affiliated Tribes of the Fort Berth- 
hold Reservation, land comparable in quality and sufficient in area 
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to compensate the tribes for lands on the reservation which would be 
flooded; 

(4) Joint Resolution of October 29, 1949 (ch. 790, 63 Stat. 1026). 
providing for negotiations by Government officers with the Three 
Affiliated Tribes of the Fort Berthhold Reservation for payments for 
allotted and tribal lands to be taken, and further providing that, 
upon the rejection of the Government appraisal, the Department of 
the Army shall institute condemnation proc eedings; 

(5) Act of July 18, 1952 (ch. 946, 66 Stat. 780), wherein the Sec- 
retary of the Interior, for a reasonable considerstion not to exceed 
a certain amount, is authorized to convey to the United States 
property and rights of the Shoshone and Arapaho Indian Tribes 
needed by the United States for the Boysen Unit of the Missouri 
oa Basin program; 

) Act of September 3, 1954 (ch. 1260, 68 Stat. 1191), providing 
be the ratification by Congress and by three-fourths of the adult 
Indians of the Cheyenne River Indian Reservation of a certain agree- 
ment for payment of compensation for tribal and allotted lands 
required to be taken for the Oahe Dam and Reservoir project and for 
payment for the costs of relocation of the members of the tribe and 
their property, and that upon such ratification the agreement acts as 
a conveyance of the lands to the United States; 

(7) Act of August 3, 1956 (ch. 931, 70 Stat. 987), authorizing the 
Shoshone and Arapaho Tribes of the Wind River Reservation to 
convey their interest in certain tribal land to the United States for a 
sum mutually agreeable to the Tribes and the Secretary of the 
Interior, with the provision that in the event of a failure to agree on 
a price, the Secretary shall report the same to Congress and, thirty 
days afterwards, proceed to acquire the land by eminent domain. 

The above list of enactments is not meant to be exhaustive, but 
does fairly represent the legislative pattern of dealing individually 
with Indian lands where the same are required for public projects. 
It is ae rly significant that in several of the acts, the Congress 
has specifically provided for the institution of condemnation proceed- 
ings in the event of the failure of voluntary negotiations. 

Of particular importance in this case is the Act of September 30, 
1950 (ch. 1120, 64 Stat. 1093), which authorized and directed the 
Chief of Engineers and the Secretary of the Interior to ‘negotiate 
contracts” with the Sioux Indians of the Standing Rock and Cheyenne 
River Reservations for the conveyance of the Indians’ interests in 
tribal and allotted lands required for the Oahe project and for the 
payment of just compensation for the land to be taken together with 
payment of the costs of relocating and reestablishing the tribes and 
their individual members. The act further provided that any such 
contracts negotiated should be submitted to Congress within eighteen 
months (extended to twenty-eight months by Act of April 8, 1952, 
ch. 165, 66 Stat. 46) after the date of enactment of the act, and that 
no contract would take effect until ratified by Congress and three- 
fourths of the adult male members of the two tribes; and that in the 
event the parties are unable to agree on any item, such items are to 
be set forth separately in a report to Congress. This act, like the 
others mentioned above, is in line with the thinking expressed in the 
letter from the Chief of Engineers noted supra, and it stands as 
evidence that Congress contemplated only voluntary negotiations 
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with ihe two tribes. This 1950 act merely established the machinery 
for entering into such negotiations. But singularly missing, insofar 
as any reliance on this act for an indication of Congressional intention 
to acquire these lands by condemnation, is any reference to what 
proceedings might be taken in the event of unsuccessful negotiations. 
An agreement was completed with the Cheyenne Tribe which cul- 
minated in the Act of September 3, 1954 (ch. 1260, 68 Stat. 1191). 
Counsel for the Government has informed the court that negotiations 
with the Standing Rock Tribe were unsuccessful, but this court has 
been able to find no indication that Congress was ever notified of 
such result in accordance with the directions of the act. Certainly 
Congress, which took the effort to enact special legislation providing 
for these negotiations, should be informed of the results of the 1950 
enactment, as amended in 1952, and of the present state of affairs 

The Government places some importance on the last sentence of the 
1950 act which states that nothing in the act shall be construed to 
restrict or delay the Oahe project. This reveals little more than an 
intention to continue with the Oahe project during these negotiations. 

In considering whether the Government has sufficiently upheld its 
burden of showing a Congressional intention to abrogate the 1868 
treaty provisions, two other principles of law should be kept in mind. 
In the first instance, any statute allegedly authorizing eminent domain 
is to be strictly construed against the taking party (Delaware, Lacka- 
wanna d& W. RR. Co. v. Morristown (276 U.S. 182 (1928)); United 
States v. A Certain Tract of Land (C. C. E. D. Penn. oh 70 Fed. 
940); United States v. West Virginia Power Co. (D. C. S. D. W. Va. 
1940, 33 F. Supp. 756). <A fortiori, where the taking party is the 
guardian and the party subject to the power of eminent domain is the 
ward, this principle would have all the more application. This leads 
to the second principle, that statutes concerning the rights of Indians 
are to be liberally construed in their favor (Choate v. Trapp, 224 U. . 
665 (1912); Alaska Pacific Fisheries v. United States, 248 U.S. 7 
(1918)). The Supreme Court in the Choate case said: 

But in the Government’s dealings with the Indians the rule is exactly the con- 
trary. The construction, instead of being strict, is liberal; doubtful expressions, 
instead of being resolved in favor of the United States, are to be resolved in favor 
of a weak and defenseless people, who are wards of the Nation, and dependent 
wholly upon its protection and good faith. This rule of construction has been 
recognized, without e xception, for more than a hundred years and has been applied 
in tax cases (224 U.S. at p. 675). 

When the issue in the instant case is considered in the light of the 
above principles, there is little doubt of what this court’s decision 
must be. 

The Government has not taken any very tangible or consistent posi- 
tion in its opposition to the Tribe’s motion to dismiss. However, be- 
cause of the importance of the case, we feel _ we should mention 

each of the Government’s arguments, namely: (i) that the 1868 treaty, 
by Article 11, included the consent of the ‘Leibe to land acquisitions 
such as the instant one; (2) that Indian lands are subject to the nght 
of eminent domain the same as other lands; (3) that it is not meri- 
torious to object to the lack of specific authority to take tribal lands; 
{4) that any requirement in regard to the taking of Indian lands has 
been met by the letter from the Chief of Engineers and similar mem- 
oranda which prove that Congress, in authorizing the Missouri River 
Jasin program, was aware Indian lands would be flooded and would 
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have to be acquired; (5) that the Government is not estopped in its 
dealings with the Standing Rock Tribe because of its prior dealings 
with other Indian tribes, nor is it estopped by the act of 1950; (6) that 
Henkel v. United States (237 U. S. 43 (1915)); United States v. 5,677 
Acres of Land (D. C. Ai 1957, 152 F. Supp. 861); United States v. 
21,250 Acres of Land (Civil No. 7279, W. D. N. Y. January 11, 1957 
(unreported)), all support the Government’s opposition to this 
motion; (7) that to hold for the Tribe here would be to require the 
Government to proceed in an illegal manner as a trespasser. 

As to the first argument, it is unreasonable and contrary to the rule 
of ejusdem generis to include the huge takings of reservation land 
which the Oahe project will require, within the context of the pro- 
vision of Article 11 of the 1868 treaty concerning “other works of 
utility or necessity.” Further, if the present acquisition were so 
included within the meaning of the treaty, the Government is not 
proceeding to determine compensation in the manner provided 
therein. 

Arguments (2) and (7) meet no disputable point and have no 
bearing on the issue for determination here. 

Arguments (3) and (4) have been sufficiently met by the Tribe, and 
have been previously discussed in this opinion. 

Argument (5) is based on a misconception of the Tribe’s position 
in this case. The Tribe does not contend that the Government is 
estopped by its past conduct, but only that such past conduct is 
important in conside ring the question here before the court. 

None of the cases cited under argument (6), although having some 
simil: rity, svalve the precise point here presented. The Henkel case 
involved allotted land and arose in a completely different factual situ- 
ation which included a treaty with the Blackfeet Indians that specifi- 
cally reservec. to the Government the right to use the lands for certain 
public improvements. The Montana case was presented mainly on 
the issue of the power of the United States to condemn in the face of 
particular statutes which the Indians contended specifica uly forbade 
such condemnation. We are informed by counsel for the Standing 
Rock Tribe that the Montana court, acting through a different judge, 
has recently called for further briefs from both sides in that case, 
indicating a review of the decision therein. The New York case 
involved the denial of a motion to vacate an order of taking, giving 
the Government officers the right to survey Indian tribal lands. 
Although one of the grounds for the motion was the lack of authority 
to condemn the land, the court’s opinion shows that the matter was 
considered in the light of treaty provisions and legislation different 
from that in the case at bar. Further, the court’s decision on that 
ground rests mainly on the Cherokee Nation case, supra, which stated 
no more than the proposition that Congress can authorize the con- 
demnation of Indian tribal lands, a principle which is not questioned 
here. Subsequent to its decision on the motion to vacate, the same 
court, in denying a Government motion to strike the atfirmative 
defense of lack of authority to condemn from the answer, said of its 
prior decision: 


We do not regard that decision as of sufficient authority to strike otherwise 
unobjectionable portions of defendant’s affirmative defense in view of the stringent 
requirements placed on defendant by F. R. C. P. 71 (e) (United States v. 21,250 
Acres of Land (Civil No. 7279, W. D. N. Y., June 11, 1957 (unreported))) 
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Counsel for the Standing Rock Tribe has informed us that thereafter, 
the Seneca Nation, which was the Tribe of Indians involved in the 
New York case, brought suit in the District of Columbia to enjoin 
the Government officers from going forward with the project contem- 
plated, and the United States District Court for the District of Colum- 
bia overruled a motion to dismiss the complaint (Seneca Nation v. 
Brucker (Civil No. 2202-57, D. C. D. of C., December 17, 1957 (un- 
reported)). The current status of the cases in both New York and 
the District of Columbia present no controlling authority upon which 
this court can rely. 

For all the foregoing reasons it is clear to this court that Congress 
has never provided the requisite authority to the Secretary of the 
Army to condemn this tribal land. The Government admits that 
the five statutes relied upon do not specifically authorize such con- 
demnation, and the contention that these general enactments can be 
used by the United States, which is the guardian, to take the lands 
of the Indians, who are its wards, is wholly repugnant to the entire 
history of Congressional and judicial treatment of the Indians, and, 
further, is a view which is quite unacceptable to this court. 

In order to emphasize the issue in this decision, we wish to restate 
that the authority of Congress to exercise the right of eminent domain 
over Indian tribal lands is not questioned. We are granting the mo- 
tion of the Tribe because of a lack of exercise of this authority. The 
matter can be speedily remedied by bringing it to the attention of 
the Congress. 

The defendant Tribe’s motion to dismiss will be granted. Defend- 
ant Tribe’s counsel may prepare and submit a form of judgment dis- 
missing the complaint and the declaration of taking, as to Tract 
R-1825. 

Done and entered at Sioux Falls, South Dakota, this 10th day of 
March 1958. 

By the Court: 

Georce T. MIcKELSON, 
0 INstrict Judge. 
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UNEMPLOYMENT INSURANCE FOR EX-SERVICEMEN 
Avueust 14, 1958.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, 
> ‘ > rT 
REPOR' 
[To accompany H. R. 11630] 
The Committee on Finance, to whom was referred the bill (H. R. 
+1 


11630) to amend title XV of the Social Security Act to extend the 
unemployment insurance system to ex-servicemen, and for other 


purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of H. R. 11630 is to amend title XV of the Social 
Security Act so as to provide a permanent unemployment compensa- 
tion program for ex-servicemen similar to the program which now 
exists under title XV for civilian employees of the Federal Govern- 
ment. At present, military service is excluded from the definition of 
Federal service in title XV. Your committee’s bill provides that 
service in the Armed Forces is to be treated as Federal service under 
stated conditions for the purpose of unemployment benefits under 
title XV. Asis done with respect to civilian employees of the Federal 
Government, benefits will be paid in accordance with State unemploy- 
ment insurance law provisions, and will be financed by Federal 
appropriations. 


NEED FOR THIS LEGISLATION 


Title 1V of the Veterans’ Readjustment Assistance Act of 1952 
provided a special and temporary program of unemployment com- 
pensation for Korean veterans. Those benefits, however, are avail- 
able only to individuals who entered military service before February 
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1, 1955. Benefits cease for everyone under this program at the end 
of January 1960. 

Your committee has been advised that in fiscal years 1958 and 
1959, a total of 850,000 individuals who entered the service on and 
after February 1, 1955, will be separated from military service and 
that during the next 3 years an average of ap proximately 600,000 
such individuals will be separated yearly. These ex-servicemen are 
not covered by present une mploy ment insurance legislation. ‘The 
cash wages of $19 to $25 a week, received by servicemen in the lowest 
3 grades—44 percent of those separated in 1958—and the cash wages 
of most other enlisted men do not provide sufficient income to accumu- 
late savings to carry them over periods of unemployment following 
separation. 

Unemployment insurance is generally recognized as one of the im- 
portant bulwarks of the economy, since it provides purchasing power 
for the individual during periods of unemployment. Your committee 
was informed by the Department of Labor that about 81 percent of 
the wage and salaried jobs in the country are currently covered by 
Federal or State unemployment insurance laws. In 1954, title XV 
was added to the Social Security Act providing a permanent unem- 
ployment compensation pregram for 2.4 million Federal civilian 
workers. Under this title, benefits are paid these workers as if their 
Federal employment had been subject to a State employment security 
law. However, unlike Federal civilian workers and most workers in 
private industry, individuals who have entered the Armed Forces 
since January 31, 1955, have no unemployment compensation to tide 
them over periods of unemployment following their separation from 
military service. Your committee believes it appropriate to provide 
this group of Federal employees with unemployment compensation 
protection in the same manner as is provided for all other Federal 
employees. 

Under your committee’s bill, wages earned in the Armed Forces are 
to be treated as though they had been earned in employment subject 
to State unemployment insurance laws as is now done with wages 
sarned by Federal civilian employees. Such a provision does not 
constitute a special reward for military service, but merely accords 
the individual a protection he most likely would have had if he had 
not entered military service. Since most civilian jobs are covered by 
unemployment insurance, individuals who leave such jobs to go into 
the Armed Forces norm: ally lose any rights to unemployment insurance 
which they had acquired in civilian employme nt. As long as their 
military employment is excluded from unemployment insurance, 
they do not acquire any new rights. Employment in the Armed 
Forces thus puts the ex-servicemcen at a disadvantage in acquiring 
unemployment insurance protection, compared with individuals who 
remain in civilian employment. Moreover, under compulsory mili- 
tary service servicemen have no choice but to serve in the armed 
services. When periods of military service end, ex-servicemen fre- 
quently have periods of une mployme nt while adjusting to civilian 
life and civilian jobs. This adjustment will be eased by providing 
unemployment insurance comparable to the benefits available to 
other unemployed workers covered by State and Federal unemploy- 
ment insurance laws. 
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The disadvantage that ex-servicemen experience by having military 
employment excluded from the scope of the unemployment compensa- 
tion program does not end when they get their first postservice civilian 
jobs. ‘The period of time which must elapse between the first covered 
employment and the date on which they « ‘an first qualify for unem- 
ployment benefits varies from State to State. Generally, individuals 
cannot qualify for benefits until 7 to 9 months after their first work 
covered by unemployment insurance. An even longer period is ordi- 
narily needed to acquire rights to full benefits. Asa result, ex-service- 
men are disadvantaged under unemployment insurance laws until 
they have been in civilian employment for a year or more. During 
their first year of civilian life, ex-servicemen are particularly suscep- 
tible to unemployment because of lack of seniority. 

Many ex-servicemen will have had little or no preservice employ- 
ment experience. At a time when skilled workers with extensive and 
recent employment are experiencing periods of unemployment, it is 
difficult for anyone entering the labor market to obtain work, espe- 
cially those without civilian experience. Unemployment compensa- 
tion based on their service in the Armed Forces will provide ex-service- 
men with some income during their readjustment period. 

This bill represents the recommendations of the administration for 
a permanent program of unemployment compensation for ex-service- 
men along the lines of the protection now provided for Federal civilian 
employees. Your committee is advised that such a program has the 
endorsement of a number of Government and private groups with 
an interest in this field—the President’s Commission on Veterans’ 
Pensions, the Federal Advisory Council on FE mployment Security, 
the Interstate Conference of Employment Security Agencies, and the 
major veterans’ organizations. 

Your committee believes that protection under title XV is the most 
satisfactory way of meeting the postservice unemployment compen- 
sation needs of ex-servicemen. As mentioned above, these benefits 
are not intended to constitute a special reward for peacetime military 
service. No individual is guaranteed that, as a result of bis service, 
he will receive unemployment benefits. Rather, he is assured that 
his military service pay will be treated as though it had been covered 
under the law of the State in which he claims benefits for unemploy- 
ment. ‘To draw benefits, the ex-serviceman must meet the qualifying 
wage and employment requirements of that State law, on the basis 
either of his employment in the Armed Forces alone, or of that employ- 
ment combined with any covered civilian employment during the 
applicable base period. Such a provision provides automatically for 
an easy transition to the civilian unemployment insurance program. 
It thus facilitates the individual’s total adjustment to civilian life. 

The unemployment compensation provided by this bill assures the 
ex-servicemen of protection comparable to that available to civilian 
workers in his area. His benefits will vary, depending on the State 
in which he files his claim. Similar State-to-State variations now 
exist for Federal civilian workers, and employees of large private 
enterprises which operate in more than one State. 

By providing that military service wages shall be treated as are 
civilian wages for the purposes of unemployment compensation, your 
committee is following the precedent established in another area of 








4 UNEMPLOYMENT INSURANCE FOR EX-SERVICEMEN 


social insurance when military service was made “employment” for 
purposes of old-age, survivors, and disability insurance. 

Your committee believes that unemployment benefits based on 
military wages under the provisions of State laws is an improvement, 
particularly for a permanent program, over the flat benefit rate used 
in the temporary program for Korean veterans provided by title IV 
of the Veterans’ Readjustment Assistance Act of 1952. Selection of 
the proper flat weekly benefit amount is very difficult in view of the 
wide variations and frequent changes in State benefit formulas. For 
example, the $26 provided by the Korean veterans’ program compared 
favorably with State maximums when it was adopted in 1952, but now 
is far below the average rate. Furthermore, since unemployment 
insurance is a wage loss program, it is appropriate and equitable to 
base the benefits of an ex-serviceman on his pay, as is done for all other 
covered workers including Federal civilian employees. 


ESTIMATED COST OF THE BILL 


The annual cost of the program provided by this bill will depend 
upon the level of unemployment each year as well as upon the number 
of persons separated from military service annually. 

The Department of Labor estimates the cost of compensation paid 
under the provisions of this bill in fiscal year 1959 will be $73.2 million 
more than it is estimated will be paid under title IV of the Veterans’ 
Readjustment Assistance Act of 1952. The cost in fiscal year 1959 
is predicated upon Department of Defense estimates of the release of 
710,000 servicemen in 1959. It is estimated that in fiscal year 1959 
the average ex-serviceman who files a claim will continue his claim 
for a duration of 15.4 weeks. The average weekly benefit is estimated 
to be $30. 

In 1960, the cost of this bill is estimated by the Department of Labor 
to be $69.2 million in excess of costs under title IV of the Veterans’ 
Readjustment Assistance Act of 1952. It is estimated that 640,000 
servicemen will be released in 1960. The average claimant is expected 
to claim 11 weeks of benefits at an average weekly rate of $31. 

In fiscal years 1961 and 1962, the cost of this bill will be $65.6 million 
and $67.4 million, respectively. In each of these years approximately 
640,000 servicemen Ww ill be se parated from the Armed Forces. 

It is the sense of your committee that the cost of the benefits paid 
under this bill, although they will be appropriated to the Department 
of Labor, should be classified in the President’s budget as a military 
expense. 


GENERAL EXPLANATION OF THE BILL 


Your committee’s bill provides protection under title XV of the 
Social Security Act for servicemen whose latest separation from active 
duty occurs more than 60 days after enactment of the bill, and for 
those with earlier separations who entered the Armed Forces after 
January 31, 1955. Individuals who entered service after January 
ol, 1955, have no rights to benefits under the temporary program of 
unemployment benefits for Korean veterans. The service covered 
by the bill must have lasted for at least 90 consecutive days, unless 
ended earlier by reason of an actual service-incurred injury or dis- 
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ability. Also, the individual must have been discharged or released 
under conditions other than dishonorable and must not have been 
given a bad conduct discharge. ‘The bill makes it clear that active 
service includes active duty for training purposes. 

Title XV of the Social Security Act establishes unemployment com- 
pensation for Federal civilian employees. The program for ex-service- 
men will thus be administered in aren intially the same manner as the 
unemployment compensation system for F ederal civilian employees. 
The latter program is administered by States under agreements with 
the Federal Government. A claim by an ex-serviceman will be 
processed under the law of the State in which he first files his claim 
after his most recent release from active service. The amount of 
wages upon which an ex-serviceman’s benefits will be computed 
will be determined, on the basis of his rank at separation, from 
the applicable schedule issued by the Secretary of Labor specifying 
the remuneration for each pay grade. The schedule of gross wages 
for military service is to be prescribed by the Secretary of Labor, after 
consultation with the Secretary of Defense. Such schedule of re- 
muneration will reflect representative amounts for appropriate ele- 
ments of military pay whether in cash or in kind. For example under 
a tentative schedule of such wages under consideration by the Depart- 
ments concerned, a private first class (pay grade E-3) would receive 
the maximum weekly benefit amount in 20 States with maximums 
ranging from $25 to $35. In the other 31 States, his weekly benefit 
amount would range from $27 to $37, and would be within $3 of the 
maximum in 12 States. An ex-serviceman separated at grade E-5, 
an Army sergeant for example, would receive the maximum weekly 
benefit amount in all but 6 States. Anyone at grade E-3, or above, 
who had a full year of military service in his base period or an equiv- 
alent combination of military service and civilian covered employment 
would be entitled to maximum duration of benefits in all States. 

The bill prevents duplication of benefits by prohibiting payments 
for the period covered by mustering-out pay and by an education, 
training or subsistence allowance. ‘Terminal leave payments will be 
treated the same as for Federal civilian employees; that is, benefits 
will not be paid with respect to a period for which terminal leave is 


paid. 
Ex-sery ic emen whose pe ‘riods of service include service covered by 
title LV of the Veterans’ Readjustment Assistance Act of 1952 (pe- 


riods of st entered into prior to February 1, 1955) but whose dis- 
charge is subsequent to the effective date of this bill would be eligible 
for unemployment compensation under the provisions of this bill, 
instead of under title IV. The bill provides, however, that if the 
service covered by the bill is not sufficient to bring an individual under 
a State unemployment compensation law or increase his benefits under 
such law, his entitlement to compensation under title IV will not be 
affected. 

The benefits under this bill will be paid under the benefit provisions 
of the various State laws. 

This bill provides that it will become effective with respect to weeks 
of unemployment ending after 60 days after enactment. 

Your committee is unanimous in recommending enactment of this 
legislation. 
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After full and complete discussion of the two measures, the com- 
mittee felt justified in favorably reporting H. R. 11630 and tabling 
S. 3710, for the following reasons: 

1. H. R. 11630 has the support of the administration, the State 
employment security agencies who will administer the bill, and of the 
major veterans’ organizations. 

2. A precedent for providing benefits to ex-servicemen under the 
Social oe Act was established when military service was made 
employment for the purposes of old-age, survivors, and disability 
insurance. 

3. H. R. 11630 would gear the benefits paid to ex-servicemen to 
the benefits provided by the States to their own covered workers and 
the benefits paid Federal civilian workers. These benefits are ad- 
justed to wages in the community. The flat weekly benefit of $26, 
as provided in S. 3710, would result in lower benefits than civilian 
workers get at comparable rates of pay in all but one State. On the 
other hand, if the benefit amount in 8. 3710 were raised to the maxi- 
mum paid in most States, it would be too high in low-wage States and 
so would act as a deterrent to accepting work at local wage rates. 

A flat-rate benelit, such as is provided in 8. 3710, is too inflex- 
ible. The $26 provided in S. 3710 was the average maximum benefit 
in the States in 1952, whereas the majority of States now have maxi- 
mums of more than $30, ranging up to $45 a week. Most ex-service- 
men, when allowance is made for subsistence, as is provided in H. R. 
11630, will have had earnings that would entitle them to the maxi- 
mum benefits paid in the State. Yet only one State has a maximum 
as low as $26. Although flat benefits for an emergency temporary 
program such as the 1952 act may be justified, such payments do not 
meet the requirements of a permanent program. 

5. Another important advantage in gearing the benefits for ex- 
servicemen to the State benefit schedules is that the States, acting as 
agents of the United tome. can administer the law more easily and 
at lower cost, since they can use the same procedures in processing 
the claims as the ‘y do under their own laws. The administrative cost 
of paying $1,000 of benefits under the temporary veterans program, 
which is similar to S. 3710, is 25 percent more than the cost of paying 
$1,000 in benefits under title XV for Federal civilian workers. 

S. 3710 would be 1 ae costly in another respect. It has been 
necessary to accumulate 1.5 million control cards under the present 
unemployment emanates for veterans program to prevent dupli- 
— of benefits. 

HT. R. 11630 is designed to make benefits available during a 
sonsmaally short readjustment period after discharge from service. 
In most States, the ex-serviceman must file a claim within the first 
year after discharge in order to qualify for benefits. On the other 
hand, S. 3710 would permit an ex-serviceman to file at any time up to 
3 years after discharge. It is difficult to conceive that unemployment 
occurring 2 or 3 years after discharge would be due to military service. 
An ex-serviceman should have been able by then to get enough work 
to qualify for benefits under a State law. 

7. 5S. 3710 requires 2 years’ (8 quarters’) service before peacetime 
veterans can qualify for benefits. No State requires more than 
earnings in 2 calendar quarters, and H,. R. 11630 requires only 90 days, 
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S. 3710 would therefore place a much more stringent qualifying re- 
quirement on peacetime veterans than is required for workers covered 
by State law on Federal civilian employees. 

8. S. 3710 provides 26 weeks’ duration for Korean veterans and 21 
weeks for peacetime veterans. The thinking behind this apparently 
is that these benefits are a reward for service. If the ex-serviceman 
picks up this idea, he will feel that he is losing something if he does not 
use up all his benefits. H. R. 11630 would gear in the duration that 
each State believes is necessary for its workers. These benefits would 
represent protection against unemployment, not a reward for service. 





DEPARTMENTAL REPORTS 


In expressing its approval of this measure the Bureau of the Budget 
stated: 

On June 30, 1958, the House of Representatives passed 
H. R. 11630 the administration’s bill, which is identical to 

3764. This bill would provide a permanent unemployment 
compensation program for ex-servicemen on the same basis 
as benefits are now provided former Federal civilian em- 
ployees. In effect, an ex-serviceman’s tour of duty in the 
Armed Forces would be treated in the same manner as if he 
had been employed by a private employer in his State or by 
the Federal Government in a civilian capacity. Establish- 
ment of a permanent program on this basis will provide a 
more adequate benefit on a more equitable basis than a flat 
benefit for a specified duration unrelated to the ex-service- 
man’s length of service or earnings while in the Armed Forces. 

I am authorized to advise you that the enactment of 8S. 3764 
or H. R. 11630 would be in accord with the program of the 
President. 


The following reports from the Veterans’ Administration and the 
Department of Labor reiterate the administration’s approval of 
enactment of legislation to extend unemployment compensation 
coverage to ex-servicemen along the lines of the protection now 
afforded Federal civilian employees, as proposed in 8S. 3764, which is 
identical to H. R. 11630. 





JuLY 11, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Senator Byrp: The following report on S. 3616, 85th Con- 
gress, is submitted at your request. This will serve also as a report on 
5. 3733, 85th Congress, which is a bill with a similar purpose. Com- 
ments about S. 3616 are equally applicable to S. 3733 except as other- 
wise indicated in this report. 

The general purpose of the bills is to amend title XV of the Social 
Security Act to provide a permanent program of unemployment insur- 
ance protection for exservicemen similar to that now provided for 
Federal civilian ioulaess. 

Unemployment compensation for veterans has heretofore been 
limited to persons who served during the Korean conflict period (on or 
after June 27, 1950, and before February 1, 1955). Such benefit is 
provided under title IV of the Veterans’ Readjustment Assistance Act 
of 1952 and is administered by the Department of Labor. However, 
a similar benefit (readjustment allowances) for veterans of World 
War II, authorized under the Service men’s Readjustment Act of 1944, 
was administered by the Veterans’ Administration. 

5. 3616 would afford unemployment compensation to persons sepa- 
rated or released from active service in the Army, Navy, Air Force, 
Marine Corps, and Coast Guard after December 31, 1957, under con- 
ditions other than dishonorable, after continuous active service of 
90 days or more, or by reason of an actual service-incurred injury or 
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disability. S. 3733 would afford such benefit to persons who are 
separated from such service after December 31, 1958. Active service 
would include active duty for training purposes of 90 consecutive days 
or more. 

The bill (S. 3616) would also amend title IV of the Veterans’ Re- 
adjustment Assistance Act so as to extend the coverage of that tem- 
porary unemployment compensation program to veterans who entered 
active service after January 31, 1955, and were se parated therefrom 
before January 1, 1958 (January 1, 1959, under S. 3733). 

Consistent with a similar provision in the Veterans’ Readjustment 
Assistance Act of 1952 (sec. 408 (a) (2)), the bill provides that no 
payment of unemployment compensation shall be made to an indi- 
vidual for any period with respect to which he receives an education 
and training allowance under title II of the Veterans’ Readjustment 
Assistance Act, or a subsistence allowance under other laws providing 
vocational rehabilitation and education and training for World War 
II veterans. It also provides that unemployment compensation 
would not be payable while an individual is receiving an allowance 
under the War Orphans’ Educational Assistance Act of 1956 (Public 
Law 634, 84th Cong.). 

The bill provides that the Administrator of Veterans’ Affairs, as 
requested by the concerned State agency or the Secretary of Labor, 
shall determine whether the veteran was separated or released from 
active service under the conditions specified for unemployment com- 
pensation purposes and shall inform the requesting agency of his 
determination. A similar procedure has be ‘en established under the 
more general provisions of the Veterans’ Readjustment Assistance 
Act whereby the Veterans’ Administration cooperates with the agen- 
cies administering unemployment compensation to determine such 
questions. Enactment of the proposed legislation would not other- 
wise directly affect the Veterans’ Administration. 

The need for insurance against unemployment following release 
from active military service would seem to be no less in the case of an 
ex-serviceman who entered active service after January 31, 1955, 
than for one who served before that date. Accordingly, the Veterans’ 
Administration favors the establishment of a permanent unemploy- 
ment compensation program for veterans. 

The administration has recommended the enactment of legislation 
to extend unemployment compensation coverage to peacetime veterans 
along the lines of the protection now afforded Federal civilian em- 
ploy ees. Weunderstand that the administration proposal is embodied 
in the bill S. 3764 now before your committee and that the Depart- 
ment of Labor, which administers such program, has advised the 
committee that it favors the enactment of the bill rather than S. 3616 
or S. 3733. We also believe that the enactment of S. 3764 would be 
desirable since it would provide a permanent program for compen- 
sating veterans that would give them benefits equal to those now 
provided for former employees of private employers and former 
civilian employees of the Federal Government. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee. 

Sincerely yours, 


SuMNER G. Warrttier, Administrator. 
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DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, May 20, 1958. 
Hon. Harry F. Byrp 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Senator Byrn: This is in further response to your request 
for our comments on S. 3616, a bill to amend title XV of the Social 
Security Act to provide for payments of unemployment compensation 
thereunder to veterans discharged after 1957, to the same extent as 
such payments are made to civilian employees of the United States; 
S. 3733, a bill to amend title XV of the Social Security Act to provide 
for payments of unemployment compensation thereunder to veterans 
discharged after 1958 to the same extent as such payments are made 
to civilian employees of the United States; S. 3710, a bill to extend, 
until such time as compulsory military service under the laws of the 
United States is terminated, the provisions of title IV of the Veterans’ 
Readjustment Assistance Act of 1952 to veterans who entered active 
service in the Armed Forces after January 31, 1955; and S. 3764, a 
bill to amend title XV of the Social Security Act to extend the unem- 
ployment insurance system to ex-servicemen, and for other purposes. 

We favor enactment of legislation to provide a permanent system 
of unemployment compensation for ex-servicemen. S. 3764 is part 
of the legislative program of this Department and the Bureau of the 
Budget advises that its enactment would be in accord with the program 
of the President. 

An individual who leaves active duty in the Armed Forces, whether 
in peacetime or during a war, is as much in need of financial assistance 
to tide him over the period necessary to find a job as is the individual 
whose civilian job is terminated. At the present time only individuals 
who entered the Armed Forces before February 1, 1955, are covered 
under the temporary veterans’ unemployment compensation program 
provided by title IV of the Veterans’ Readjustme nt Assistance Act 
of 1952. The President’s Commission on Veterans’ Pensions, as well 
as the Federal Advisory Council on Employment Security and the 
Interstate Conference of Employment Security Agencies, have recom- 
mended a permanent unemployment insurance program for ex-service- 
men along the lines of the protection now provided for Federal civilian 
employees under title XV of the Social Security Act. In addition, the 
four major veterans’ organizations have all passed resolutions at their 
1956 and 1957 national conventions endorsing a permanent program 
for ex-servicemen. 

3764 would extend the unemployment insurance provisions of the 
Social Security Act covering Federal civilian employment to service in 
the Armed Forces which begins after January 31, 1955, or which 
terminates after the effective date of the legislation. As is the case 
in the program for Federal civilian workers, the proposed program for 
ex-servicemen would be administered by the States under agreements 
with the Federal Government. 
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cane 


S. 3733 and S. 3616, while similar in many respects to S. 3764, differ 


principally from it in their effect upon the special temporary veterans’ 
unemployment compensation program provided by the Veterans’ 
Readjustment Assistance Act of 1952. S. 3733 and S. 3616 would 
extend coverage of the temporary unemployment insurance program 
provided under title IV of that act to ex-servicemen released or dis- 
charged after January 31, 1955, but prior to certain later dates (Jan- 
uary 1, 1958 in S. 3616 and January 1, 1959 in S. 3733). 

We believe that the method of bringing ex-servicemen entering the 
Armed Forces after January 31, 1955, under the unemployment 
compensation program provided under S. 3764 is preferable to that 
proposed by S. 3616 and S. 3733. The special veterans’ unemploy- 
ment compensation program terminates for all veterans at the end of 
January 1960. The $26 weekly benefit provided under it is now low 
in comparison to benefit amounts in most States both as to maximum 
and average weekly payments. We believe that more equitable 
treatment would be afforded peacetime ex-servicemen by bringing 
them all within the permanent program on the same basis presently 
being used for Federal civilian workers. Payments would be made in 
the same manner as they would have been had their service been 
covered by State laws. 

We would be even less in fuvor of the method proposed under the 
fourth bill, S. 3710, for providing a permanent unemployment com- 
pensation system for ex-servicemen. That bill would extend title IV 
of the Veterans’ Readjustment Assistance Act under certain limita- 
tions to individuals entering the Armed Forces as long as compulsory 
military service is in effect. Title IV presently prevides unemploy- 
ment compensation of 26 times a weekly rate of $26 for veterans with 
service between June 27, 1950, and February 1, 1955. ‘These benefits, 
totaling $676, are payable to veterans ~ 90 days continuous service 
or those separated earlier because of a service-incurred injury or 
disability. A flat weekly rate for a permanent program, as proposed 
by S. 3710, would be even less acceptable than it would be for the 
temporary extension of coverage proposed under S. 3616 and S. 3733. 

In certain additional respects the program provided by S. 3710 is 
less favorable to ex-servicemen than the program recommended by 
the administration. The 16 weeks’ duration provided by S. 3710 is 
less than the duration which would be payable to an ex-serviceman 
under all but 1 State law on the basis of 1 year’s wages in the Armed 
Forces. Furthermore, the 2 years of service required under 8. 3710 
to qualify for benefits is stricter than the qualifying requirements for 
civilian workers under any State law. Under the administration pro- 
posal, the duration of the ex-serviceman’s benefits and his qualifying 
requirements are determined in the same manner as though this 
service were covered by the law of the State in which he files his 
claim. 

The program proposed in S. 3710 would be more expensive and 
present more administrative difficulties than a system which uses 





TS, ees 














UNEMPLOYMENT INSURANCE FOR EX-SERVICEMEN 13 


basically the same procedures as are used for State claims. Also, by 
treating the ex-serviceman differently from unemployed civilian 
workers, it would make his transition into the civilian labor force 
that much more complex. 

We recommend enactment of legislation providing a permanent 
program of unemployment compensation for ex-servicemen as pro- 
vided in S. 3764, rather than the other three bills covered in this report. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
JAMES P. MircHELt, 
Secretary of Labor. 


SECTION-BY-SECTION ANALYSIS 


The first section of the bill provides a short title ““Ex-Servicemen’s 
>» 9) 


Unemployment Compensation Act of 1958. 
SECTION 2 


Section 2 amends section 1501 (a) of title XV of the Social Security 
Act by providing that the exceptions to Federal service under section 
1501 (a) do not apply to service covered by section 1511, added by 
section 3 of the bill. 

SECTION 3 


Section 3 adds to the end of title XV a new section, 1511, prescribing 
the terms and conditions for the payment of unemployment compensa- 
tion to ex-servicemen. 

Section 1511 (a) provides that the program becomes effective with 
respect to individuals with ‘Federal service” as defined in subsection 
(b) for weeks of unemployment ending after the 60th day after the 
date of the enactment of the bill. It provides further that the pro- 
visions of title XV, except where inconsistent with the provisions of 
the new section 1511, shall apply to the program established by this 
bill. 

Section 1511 (b) defined ‘Federal service” for purposes of deter- 
mining whether an individual’s service is covered by the bill. An 
individual has ‘‘Federal service” if he has had active service (including 
active duty for training purposes) in the Army, Navy, Air Force, 
Marine Corps, or Coast Guard of the United States, and such service 
was continuous for 90 days or more, or was terminated earlier by 
reason of an actual service-incurred injury or disability. Such service 
is ‘‘Federal service,” however, only if the individual was discharged or 
released under conditions other than dishonorable and if he was not 
given a bad conduct discharge or, if an officer, he did not resign for 
the good of the service. Resignations for the good of the service are 
comparable to bad conduct discharges which are applicable only to 
enlisted men and warrant officers. 
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In addition, service in the Armed Forces is not “Federal service” 
unless a period of such service began after January 31, 1955, or termi- 
nated later than the 60th day after the date of the enactment of the 
bill. U nder this provision, individuals who have a period of “Federal 
service” which terminetes after such 60th day will be covered by the 
bill rege rdl: ess of the date on which they entered service. Individuals 
whose active service began after January 31, 1955, are covered by 
this bill even though their service terminated on or before 60 days after 
its enactment. Such individual’s entitlement to benefits by reason 
of this bill will depend on whether the period of ective service in the 
Armed Forces is in the base period of the State in which his claim is 
filed. 

Section 1511 (c) defines “Federal wages” for an ex-serviceman as 
remuneration for the periods of service covered by section 1511 (b). 
These wages are computed on the basis of the ex-serviceman’s grade 
at the time of separation or release from his lstest period of such 
service. Schedules specifying the remuneration for each pay grade 
of serviceman will be issued from time to time by the Secretary of 
Labor, after consultation with the Secretary of Defense. 

The remuneration will include cash wages and a cash value for 
appropriata elements of remuneration paid in a medium other than 
cash. When an individual files his first cleim for compensation for a 
benefit year, the schedule of remuneration effective at the time of 
filing will be used to compute his “Federal wages.” 

Section 1511 (d) (1) requires any Federal depertment or agency 
designated by the Secretary to make available to the eppropriate State 
agency or to the Secreta ry such information (including findings) as 
the Secretery may find practicable and necessary for determining 
whether an indiv etna is entitled to benefits under the bill. Generelly, 
the information (including findings) necessary for such determination 
will be obtained ii the individual’s separation document issued by 
the Armed Forces. When necessary to obtsin additional information 
or findings, it is contemplated that normelly such information will be 
obtained through the Veterans’ Administration. Section 1511 (d) (1) 
authorizes the Secretery to prescribe by reguletion the manner and 
form in which findings of the appropriate Fedarel agency will be made 
available. 

Section 1511 (d) (2) provides, that, subject to correction of errors 
and ornissions as prescribed by the Secretary of Labor by regulation, 
any finding by a Federal department or agency shall be final and 
conclusive for the purposes of appeals and review under sections 
1502 (c) and 1503 (c) of title XV. The findings made final and 
conclusive are those with respect to whether an individual has per- 
formed Federal service as defined in section 1511 (b), his periods of 
such Federal service, and his pay grade at the time of separation or 
release from the latest period of such service. Also made final and 
conclusive are the schedules of remuncration issued by the Secretary 
under section 1511 (c). 
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Section 1511 (e) assigns all Federal service and wages covered by 
section 1511, not previously assigned, to the State, or Puerto Rico or 
the Virgin Islands, as the case may be, in which the claimant first 
files his claims tor unemployment compensation after his most recent 
discharge or release from such Federal service. 

This method of assignment differs from that used for Federal civilian 
employees, whose service and wages are assigned to the State of their 
last official station. For Federal civilians, the place of last official 
station is generally the State in which he lives and works. For the 
ex-serviceman, on the other hand, his last duty station has no relation 
to his normal civilian residence. In the great majority of cases, the 
assignment of an ex-serviceman’s Federal service and wages to the 
State in which he files will result in their assignment to the State in 
which he lives and in which he is most likely to earn wages in civilian 
employment. In this way, the number of interstate claims will be 
kept to a minimum. An assignment made in accordance with this 
section constitutes an assignment under section 1504 for all the pur- 
poses of title XV. 

Section 1511 (f) specifies that terminal leave payments under section 
4 (c) of the Armed Forces Leave Act of 1946 to individuals who have 
terminated their Federal service, as defined under section 1511 (b) 
shall be treated as accumulated annual leave of Federal civilian 
employees is treated under section 1505 of title XV. Thus benefits 
under this bill will not be paid for periods with respect to which 
terminal leave is paid. 

Section 1511 (g) specifies that an individual who is eligible to receive 
a mustering out payment under title V of the Veterans’ Readjustment 
Assistance Act of 1952 shall not be eligible to receive compensation 
under this bill with respect to weeks of unemployment completed 
within 30 days after his discharge if he receives mustering out pay of 
$100; within 60 days after his discharge if he receives $200; and within 
90 days after his discharge if he receives $300. 

Section 1511 (h) provides that no compensation under this bill is 
to be paid to an individual for any period for which he receives an 
education or training allow: ance under subsection (a), (b), (ce) or (d) 
of section 232 of the Veterans’ Re 9 oe nt Act of 19: 52, a subsistence 
allowance under part VII or part VIII of Veterans’ Regulation No. 
1 (a) as amended, or an educational assistance allowance under the 
War Orphans’ Educational Assistance Act of 1956. 

Section 1511 (i) provides that any individual whose Federal service 
as defined in this bill makes him eligible for unemployment compensa- 
tion under this bill, or increases the weekly benefit amount computed 
according to State law (which includes the unemployment compensa- 
tion for Federal civilian employee program) is not thereafter entitled 
to unemployment compensation under title [V of the Veterans’ Read- 
justment Assistance Act of 1952. In those few cases in which an 
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individual with rights under title IV is separated from active service 
more than 60 days after enactment of this bill, but does not qualify 
for benefits under this bill, this title 1V rights will not be terminated. 


SECTION 4 


Section 4 amends section 1507 (a) of the Social Security Act by 
specifying that it is not to apply with respect to Federal services and 
Federal wages covered by section 1511. 

Section 1507 (a) relates to the securing of information and the final- 
ity of findings for Federal civilian employees. Substitute provisions 
relating to the program provided by this bill are contained in section 
1511 (d). 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic; existing law in which no 
change is proposed is shown in roman): 


TITLE XV OF THE SOCIAL SECURITY ACT 


TITLE XV—UNEMPLOYMENT COMPENSATION FOR 
FEDERAL EMPLOYEES 


DEFINITIONS 


Section 1501. When used in this title— 

(a) The term ‘‘Federal service’? means any service performed after 
1952 in the employ of the United States or any instrumentality thereof 
which is wholly owned by the United States, except that the term 
[shall] does not include service (other than service to which section 1611 
applies) performed— 

(1) by an elective officer in the executive or legislative branch 
of the Government of the United States; 

(2) as a member of the Armed Forces of the United States; 

(3) by foreign service personnel for whom special separation 
allowances are provided by the Foreign Service Act of 1946 (60 
Stat. 999); 

(4) prior to January 1, 1955, for the Bonneville Power Admin- 
istrator if such service constitutes employment under section 
1607 (m) of the Internal Revenue Code of 1939: 
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(5) outside the United States by an individual who is not a 
citizen of the United States; 

(6) by any individual as an employee who is excluded by 
Executive order from the operation of the Civil Service Retire- 
ment Act of 1930 because he is paid on a contract or fee basis; 

(7) by any individual as an employee receiving nominal com- 
pensation of $12 or less per annum; 

(8) in a hospital, home, or other institution of the United 
States by a patient or inmate thereof; 

(9) by any individual as an employee included under section 2 
of the Act of August 4, 1947 (relating to certain interns, student 
nurses, and other student employees of hospitals of the Federal 
Government; 5 U.S. C., sec. 1052); 

(10) by any individual as an employee serving on a temporary 
basis in case of fire, storm, earthquake, flood, or other similar 
emergency ; 

(11) by any individual as an employee who is employed under 
a Federal relief program to relieve him from unemployment; 

(12) asa member of a State, county, or community committee 
under the Production and Market Administration or of any 
other board, council, committee, or other similar body, unless 
such board, council, committee, or other body is composed ex- 
clusively of individuals otherwise in the full-time employ of the 
United States; or 

(13) by an officer or a member of the crew on or in connection 
with an American vessel (A) owned by or bareboat charted to 
the United States and (B) whose business is conducted by «@ 
general agent of the Secretary of Commerce, if contributions on 

ecount of such service are required to be made to an uneimploy- 
ment fund under a State unemployment compensation law pur- 
suant to section 1606 (¢) of the Internal Revenue Code of 1939 

or section 3305 (g) of the Internal Revenue Code of 1954. 
For the purpose of paragraph (5) of this subsection, the term “United 
States”? when used in a geographical sense means the States, Alaska, 
Hawaii, the District of Columbia, Puerto Rico, and the Virgin Islands. 
(b) The term “Federal wages” means all remuneration for Federal 
service, including cash allowances and remuneration in any medium 


(c) The term “Federal employee” means an individual who has per- 
formed Federal service. 


(d) The term ‘‘compensation” means cash benefits payable to indi- 


viduals with respect to their unemployment (including any portion 
thereof payable with respect to dependents). 
(e) The term “benefit year” means the benefit year as defined in 


the applicable State unemployment compensation law; except that, if 
such State law does not define a benefit year, then such term means the 
period prescribed in the agreement under this title with such State 
or, in the absence of an agreement, the period prescribed by the 
Secretary. 

(f) The term “Secretary” means the Secretary of Labor. 
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COMPENSATION FOR FEDERAL EMPLOYEES UNDER STATE AGREEMENTS 


Sec. 1502. (a) The Secretary is authorized on behalf of the United 
States to enter into an agreement with any State, or with the agency 
administering the unemployment compensation law of such State, 
under which such State agency (1) will make, as agent of the U nited 
States, payments of compensation, on the basis provided in subsection 
(b) of this section, to Federal employees, and (2) will otherwise coop- 
erate with the Secretary and with other State agencies in making pay- 
ments of compens: ation under this title. 

(b) Any such agreement shall provide that compensation will be 
paid by the State to any F ederal e yrs ‘e, with respect to unemploy- 
ment after December 31, 1954, in the same amount, on the same terms, 
and subiect to the same conditions as th e compensation which would 
be payable to such employee under the une mployme nt compensation 
law of the State if the Federal service and Federal wages of such 
employee assigned to such State under section 1504 has been included 
as employment and wages under such law. 

Any determination by a State enemy with respect to entitle- 
ment to compensation pursuant to an agreement under this section 
shall be subject to review in the same manner and to the same extent 
as determinations under the State unemployment compensation law, 
and only in such manner and to such extent. 

(d) Each agreement shall provide the terms and conditions upon 
which the agreement may be amended or terminated. 


COMPENSATION FOR FEDERAL EMPLOYEES IN ABSENCE OF STATE 
AGREEMENT 


Sec. 1503. (a) In the case of a Federal employee whose Federal 
service and Federal wages are assigned under section 1504 to a State 
which does not have an agreement under this title with the Secretary, 
the Secretary, in accordance with regulations prescribed by him, 
shall, upon the filing by such employee of a claim for compensation 
under this subsection, make payments of compensation to him with 
respect to unemployment after December 31, 1954, in the same 
amounts, on the same terms, and subject to the same conditions as 
would be paid to him under the unemployment compensation law of 
such State if such employee’s Federal service and Federal wages had 
been included as employment and wages under such law, except that 
if such employee, without regard to his Federal service and Federal 
wages, has employment or wages — lent to qualify for any compen- 

sation during the benefit year under the law of such State, then pay- 
ments of compensation under this salnanthin shall be made only on 
the basis of his Federal service and Federal wages 

(b) In the case of a Federal employee whose Federal service and 
Federal wages are assigned under section 1504 to Puerto Rico or the 
Virgin Islands, the Secretary, in accordance with regulations pre- 
scribed by him, shall, upon the filing by such employee of a claim for 
compensation under this subsection, make payments of Wer gry te 
to him with respect to unemployment after oa 31, 1954, in the 
same amounts, on the same terms, and subject “or same condi- 
tions as would be paid to him under the une miploy ead compensation 
law of the District of Columbia if such employee’s Federal service and 
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Federal wages had been included as employment and wages under 
such law, except that if such employee, without regard to his Federal 
service and Federal wages, bas employment or wages sufficient to 
qualify for any compensation during the benefit year under such law, 
then payments of compensation under this subsection shall be made 
only on the basis of his Federal service and Federal wages. 

(c) Any Federal employee whose claim for compensation under 
subsection (a) or (b) of this section has been denied shall be entitled 
to a fair hearing in accordance with regulations prescribed by the 
Secretary. Any final determination by the Secretary with respect to 
entitlement to compensation under this section shall be subject to 
review by the courts in the same manner and to the same extent as 
is provided in section 205 (g¢) with respect to final decisions of the 
Secretary of Health, Education, and Welfare under title II. 

(d) The Secretary may utilize for the purposes of this section the 
personnel and facilities of the agencies in Puerto Rico and the Virgin 
Islands cooperating with the United States Employment Service 
under the Act of June 6, 1933 (48 Stat. 113), as amended, and may 
delegate to officials of such agencies any authority granted to him 
by this section whenever the Secretary determines such delegation to 
be necessary in carrying out the purposes of this title. For the pur- 
pose of payments made to such agencies under such Act, the furnishing 
of such personnel and facilities shall be deemed to be a part of the 
administration of the public employment offices of such agencies. 


STATE TO WHICH FEDERAL SERVICE AND WAGES ARE ASSIGNABLE 


c. 1504. In accordance with regulations prescribed by the Secre- 
tary, the Federal service and Federal wages of an employee shall be 
assigned to the State in which he had his last official station in Federal 
service prior to the filing of his first claim for compensation for the 
benefit year, except that— 

(1) if, at the time of the filing of such first claim, he resides in 
pag State in which he performed, after the termination of 

uch Federal service, service covered under the unemployment 

compe nsation law of such other State, such Federal service and 

Federal wages shall be assigned to such other State; 

(2) if his last official station in Federal service, prior to the 
filing of such first claim, was outside the United States, such 
Federal service and Federal wages shall be assigned to the State 
where he resides at the time he files such first claim; and 

(3) 1 - such first claim is filed while he is residing in Puerto 
Rico or the Virgin Islands, such Federal service and Federal 
wages sh: ull be assigned to Puerto Rico or the Virgin Islands. 


TREATMENT OF ACCRUED ANNUAL LEAVE 


Sec. 1505. For the purposes of this title, in the case of a Federal 
employee who is performing Federal service at the time of his separa- 
tion from employment by the United States or any instrumentality 
thereof, (1) the Federal service of such employee shall be considered as 
continuing during the period, subsequent to such separation, with 
respect to which he is considered as having received payment of 
accumulated and current annual or vacation leave pursuant to any 
Federal law, and (2) subject to regulations of the Secretary concern- 
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ing allocation over the period, such payment shall constitute Federal 
wages. 
PAYMENTS TO STATES 


Src. 1506. (a) Each State shall be entitled to be paid by the United 
States an amount equal to the additional cost to thes State of payments 
of compensation made under and in accordance with an agreement 
under this title which would not have been incurred by the State but 
for the agreement. 

(b) In making payments pursuant to subsection (a) of this section, 
there shall be paid to the State, either in advance or by way of reim- 
bursement, as may be de termined by the Secretary, such sum as the 
Secretary estimates the State will be entitled to receive under this 
title for each calendar month, reduced or increased, as the case may be, 
by any sum by which the Secretary finds that his estimates for any 
prior calendar month were greater or less than the amounts which 
should have been paid to the State. Such estimates may be made upon 
the basis of such statistical, sampling, or other method as may be 
agreed upon by the Secretary and the State agency. 

(c) The Secretary shall from time to time certify to the Secretary 
of the Treasury for payment to each State sums payable to such State 
under this section. The Secretary of the Treasury, prior to audit or 
settlement by the General Accounting Office, shall make payment to 
the State in accordance with such certification, from the funds for 
carrying out the purposes of this title. 

(d) All money paid a State under this title shall be used solely for 
the purposes for which it is paid; and any wee so paid which is not 
used for such purposes shall be returned, at the time specified in the 
agreement under this title, to the Treasury and credited to current ap- 
plicable appropriations, funds, or accounts from which payments to 
St — te this title may be made. 

) An agreement under this title may require any officer or em- 
iianas of the State certifying payments or disbursing funds pursuant 
to the agreement, or otherwise participating in its performance, to give 
a surety bond to the United States in such amount as the Secretary 
may deem necessary, and may provide for the payment of the cost of 
such bond from funds for carrying out the purposes of this title. 

f) No person designated by the Secretary, or designated pursuant 

to an agreement under this title, as a certifying officer, shall, in the 

bsence of gross negligence or intent to defraud the United States, be 

liable with respect to the payment of any compensation certified by 
him under this title. 

(¢) No disbursing officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any 

ayment by him under this title if it was based upon a voucher signed 
te a certifying officer designated as provided in subsection (f) of this 
section. 

(h) For the purpose of payments made to a State under title III, 
administration by the State agency of such State pursuant to an 
agreement under this title shall be deemed to be a part of the admin- 
istration of the State unemployment compensation law. 
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INFORMATION 


Sec. 1507. (a) All Federal departments, agencies, and wholly 
owned instrumentalities of the United States are directed to make 
available to State agencies which have agreements under this title or 
to the Secretary, as the case may be, such information with respect to 
the Federal service and Federal wages of any Federal employee as 
the Secretary may find practicable and nec essary for the determina- 
tion of such employee’s entitlement to compensation under this title. 
Such information shall include the findings of the employing agency 
with respect to— 

(1) whether the employee has performed Federal service, 

(2) the periods of such service, 

(3) the amount of remuneration for such service, and 

(4) the reasons for termination of such service. 
The eee agency shall make the findings in such form and 
manner as the Secretary shall by regulations prescribe (which regula- 
tions shall include provision for correction by the employing agency 
of errors or omissions). Any such findings which have been made 
in accordance with such regulations shall be final and conclusive 
for the purposes of sections 1502 (c) and 1503 (c). This subsection shall 
not apply with respect to Federal service and Federal wages covered by 
se ction 1511. 

(b) The agency administering the unemployment compensation law 
of any State shall furnish to the Secretary such information as the 
Secretary may find necessary or appropriate in carrying out the pro- 
visions of this title, and such information shall be deemed reports 
required by the Secretary for the purposes of paragraph (6) of 
subsection (a) of section 303. 


PENALTIES 


Sec. 1508. (a) Whoever makes a false statement or representation 
of a material fact knowing it to be false, or knowingly fails to disclose 
a material fact, to obtain or increase «a himself or for any other 
individual any payment authorized to be paid under this title or 
under an agreement thereunder shall be fined not more than $1,000 or 
imprisoned for not more than one year, or both. 

(b) (1) If a State agency or the Secretary, as the case may be, 
or a court of competent jurisdiction, finds that any person— 

(A) has made, or has caused to be made by another, a false 
statement or representation of a material fact knowing it to be 
false, or has knowingly failed, or caused another to fail, to dis- 
close a material fact, and 

(B) as a result of such action has received any amount as 
compensation under this title to which he was not entitled, 

such person shall be liable to repay such amount to the State agency 
or the Secretary, as the case may be. In lieu of requiring the repay- 
ment of any amount under this paragraph, the State agency or the 
Secretary, as the case may be, may recover such amount by de »ductions 
from any compe nsation payable to such person under this title during 
the two-year period following the date of the finding. Any such 
finding by a State agency or the See retary, as the case may be, may be 
made only after an opportunity for a fair hearing, subject to such 
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further review as may be appropriate under sections 1502 (c) and 
1503 (¢ 

(2) Any amount repaid to a State agency under paragraph (1) 
hall be deposited into the fund from which payment was ene: 
Any amount repaid to the Secretary under paragraph (1) shall be 
returned to the Treasury and credited to the current applicable 


appropriation, fund, or account from which payment was made. 


REGULATIONS 


Src. 1509. The Secretary is hereby authorized to make such rules 
and regulations as may be necessary to carry out the provisions of 
this title. The Secretary shall insofar as practicable consult with 
representatives of the State unemployment compensation agencies 
before prescribing any rules or regulations which may affect the per- 
formance by such agencies of functions pursuant to agreements under 
this title. 

APPROPRIATIONS 


Sec. 1510. (a) There are hereby authorized to be appropriated out 
of any moneys not otherwise appropriated such sums as are necessary 
to carry out the provisions of this title. 

(b) Section 1606 (e) and section 1607 (m) of the Internal Revenue 
Code of 1939 are each hereby amended by inserting after “December 
31, 1945,” the following: “‘and before January 1, 1955,” 

(c) Effective with respect to services performed after December 
31, 1954, section 3305 (e) and section 3306 (1) of the Internal Revenue 
Code of 1954 are hereby repealed. 


EX-SERVICEMEN’S UNEMPLOYMENT COMPENSATION PROGRAM 


Src. 1511. (a) The provisions of this title, except where inconsistent 
with the provisions of this section, apply, with respect to weeks of unem- 
ployment ending after the sixtieth day after the date of the enactment of 
this section, to individuals who have had Federal service as defined in 
subsection (6). 

(b) For the purposes of this section, the term ‘Federal service” means 
active service (including active duty for training purposes) in the Army, 
Navy, Air Force, Marine Corps, or Coast Guard of the U nit d States if— 

(1) such service was continuous for ninety days or more, or was 
terminated earlier by reason of an actual service-incurred injury 
or disability; and 

(2) with respect to such service, the individual (A) has been dis- 
charged or released under conditions other than dishonorable, and 
(B) was not given a bad conduct discharge, or, if an officer, did not 
resign for the good of the service. 

No individual shall be treated as having Federal service within the meaning 
of the preceding sentence unless he has a period of such service which 
either begins after January 31, 1955, or terminates after the sixtieth day 
after the date of the enactment of this section. 

(c) For the purposes of this section, the term “Federal wages’? means 
remuneration for the periods of service covered by subsection (b), com- 
puted on the basis of remuneration for the individual’s pay grade at the 
time of his discharge or release from the latest period of such service as 
specified in the schedule applicable at the time of filing of his first claim 
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for compensation for the benefit year. The Secretary shall issue, from 
time to time, ajter consultation with the Secretary of Defe nse, schedules 
specifying the remuneration for each pay grade of servicemen covered by 
this section, which shall reflect representative amounts for appropriate 
elements of such remuneration (whether in cash or in kind). 

(d) (1) Any Federal department or agency shall, when designated by 
the Secretary, make available to the appropriate State agency or to the 
Secretary, as the case may be, such informaticn (including jindings in 
the form and manner prescribed by the Secretary by regulation) as the 
Secretary may find practicable and necessary for the determination of an 
individual's entitlement to compensation by reason of this section. 

(2) Subject to correction of errors and omissions as prescribed by the 
Secretary by regulation, the following shall be final and conclusive for 
the purposes of sections 1502 (ce) and 1503 (e): 

(A) Any finding by a Federal department or agency, made in 
accordance with paragraph (1), with respect to (i) whether an 
individual has met any condition spec ified in subsection (b), (ii) the 

ndividual’s perin ds of Federal service as defined in subsection (d), 
aul (iii) the individual's pay grade at the time of his discharge or 
release from the latest period of such Federal service. 

(B) The schedules of remuneration issued by the Secretary under 
subsection (¢ 

(e) Notwithstanding the provisions of section 1504, all Federal service 
and Federal wages covered by this section, not previously assigned, shall 
be assigned to the Siate, or Puerto Rico or the Virgin Islands, as the 
case may be, in which the claimant first files his claim for unemployment 
compensation after his most recent discharge or release from such Federal 
service. This assignment shall constitute an assignment under section 
1504 for all purposes of this title. 

(f) Payments made under section 4 (ec) of the Armed Forces Leave Act 
of 1946 (87 U.S. C. 83 (c)) at the termination of Federal service covered 
by this section shall be treated for determining periods of Federal service as 
payments of annual leave to which section 1505 applies. 

(q) An individual who is eligible to receive a mustering-out payment 
under title V of the Veterans’ Readjustment Assistance Act of 1952 (38 
U.S. C. 1011 et seq.) shall not be eligible to receive compensation under 
this title with respect . weeks of unemployment completed within. thirty 
days after his discharge or release if he receives $100 in such mustering-out 
payments; within sixty days after his discharge or release if he receives 
$200 in such mustering-out payment; or within ninety days after his 
discharge or release if he receives $300 in such mustering-out payment. 

(h) No payment shall be made by reason of this section to an individual 
for any period with respect to which he receives an education and training 
allowance under subsection (a), (b), (c), or (d) of ae 232 of - 
Veterans’ Readjustment Assis tance Act of 1952 (88 U, C. 942 
subsistence allowance under part VII or part VIII of V. on ca 
Numbered 1 (a), as amended, or an educational assistance allowance 
under the War Orphans’ Educational Assistance Act of 1956 (88 U.S. C. 
1031 et seq.). 

(2) Any individual— 

(1) who meets the wage and employment requirements for com- 
pensation under the law of the State to which his Federal service and 
Federal wages as defined in this section have been assigned (or, in the 
case of Puerto Rico or the Virgin Islands, the law of the District of 
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Columbia) but would not meet such requirements except by the use of 
such Federal service and Federal wages, or 
(2) whose weekly benefit amount computed according to the law of 

such State (or the law of the District of Columbia, as the case may be) 

is increased by the use of such Federal service and Federal wages, 
shall not thereafter be entitled to unemployment compensation under the 
provisions of title IV of the Veterans’ Readjustment Assistance Act of 1952 
(88 U.S. C. 991 et seq.). 

O 
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Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 12489] 


The Committee on Finance, to whom was referred the bill (H. R. 
12489) to extend the time for making certain reports under the 
Highway Revenue Act of 1956 and the Federal Aid Highway Act of 
1956, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


I. GENERAL STATEMENT 


Section 210 of the Highway Revenue Act of 1956 authorized and 
directed the Secretary of Commerce, in cooperation with other Fed- 
eral agencies and with the various State highway departments, to 
make certain studies, the purposes of which are to make available to 
Congress information which it may use to determine what taxes 
should be imposed to assure, to the extent practicable, an equitable 
distribution of the tax burden among the different classes of persons 
using the Federal-aid highways or deriving benefits from these high- 
ways. Section 210 of the Highway Revenue Act of 1956 prese ntly 
requires that a final report be filed not later than March 1, 1959, 
setting forth the results of the study and investigation required by the 
section. Section 210 also requires that the studies are to be coordi- 
nated with the research authorized by section 10 of the Federal-Aid 
Highway Act of 1954 and the tests to determine maximum desirable 
dimensions and weights for vehicles operated on the Federal-aid 
highway system required by section 108 (k) of the Federal-Aid 
Highway Act of 1956. 

In referring the second progress report of the highway cost alloca- 
tion study on February 28, 1958, the Acting Secretary of Commerce, 
the Honorable Walter Williams, recommended that the Congress 
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extend the date on which the final report must be made from March 1, 
1959, to January 3, 1961, in the following language: 


Your attention is respectfully directed to that section of 
this report entitled ‘The AASHO Test Road.” It is there 
stated that the construction phase of the test road project, 
which is being conducted jointly by the Highway Research 
Board, the American Association of State Highw: ay Officials, 
the Bureau of Public Roads of the Department of Com- 
merce, and other agencies, will not be completed until late 
summer of 1958. This would permit the starting of test 
traffic by August or September of this year but will mean 
that data on the results of the test will not be available uni i 
after the date required by the act for submission of the final 
report. The results of this test are of great importance to 
the study of highway cost allocation. They are of such 
importance that I recommended that the Congress change the 
date on which the final report must be made from March 1, 
1959, as stated by section 210 (d) of the act, to January 3, 
1961. 


Because of the importance of the test road study now being con- 
ducted by the American Association of State Highway Officials (the 
AASHO test referred to in Secretary Williams’ letter) to the study 
required by section 210, your committee’s bill would extend the date 
for filing the final report to January 3, 1961. Since the tests to de- 
termine the maximum desirable dimensions and weights for vehicles 
operating under Federal-aid highway systems required by section 
108 (k) of the Federal-Aid Highway Act of 1956 are also dependent 
upon the completion of the AASHO road test, the date on which the 
Secretary of Commerce is required to make recomme endations with 
respect to such tests is similarly extended to January 3, 1961. 

Your committee’s bill also requires interim progress reports on 
March 1, 1959, and March 1, 1960, under section 210 (d) of the 
Highway Revenue Act of 1956. 


Il. SUMMARY OF THE BILL 


Your committee’s bill would amend section 108 (k) of the Federal- 
Aid Highway Act of 1956 and section 210 (d) of the Highway Revenue 
Act of 1956 to extend from March 1, 1959, to January 3, 1961, the 
date on which the Secretary of Commerce is required to make recom- 
mendations to the Congress with respect to maximum desirable dimen- 
sions and weights for vehicles operated on the Federal-aid highway 
systems, including the Interstate System, and to make a final report 
of the relative benefits and tax burdens of highway users. 

Interim tagger reports would be required by your committee’s 
bill on March 1, 1959, and March 1, 1960, under section 210 (d) of 
the Highway sieae. Act of 1956. 

Your committee is unanimous in urging the enactment of this 
legislation. 


’ 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
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black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


7 es 


Section 210 or THE Highway REVENUE Act oF 1956 
(23 U. S. ©. 174) 
SEC. 210. INVESTIGATION AND REPORT TO CONGRESS. 

(a) Purposr.—The purpose of this section is to make 
available to the Congress information on the basis of which 
it may determine what taxes should be imposed by the 
United States, and in what amounts, in order to assure, 
insofar as practicable, an equitable distribution of the tax 
burden among the various classes of persons using the 
Federal-aid highways or otherwise deriving benefits from 
such highways. 

(b) Srupy aNp INvestiGation.—In order to carry out 
the purpose of this section, the Secretary of Commerce is 
hereby authorized and directed, in cooperation with other 
Federal officers and agencies (particularly the Interstate 
Commerce Commission) and with the State highway de- 
partments, to make a study and investigation of— 

(1) the effects on design, construction, and mainte- 
nance of Federal-aid highways of (A) the use of vehicles 
of different dimensions, weights, and other specifica- 
tions, and (B) the frequency of occurrences of such 
vehicles in the traffic stream. 

(2) the proportionate share of the design, construction, 
and maintenance costs of the Federal-aid highways 
attributable to each class of persons using such high- 
ways, such proportionate share to be based on the effects 
referred to in paragraph (1) and the benefits derived 
from the use of such highways, and 

(3) any direct and indirect benefits accruing to any 
class which derives benefits from Federal-aid highways, 
in addition to benefits from actual use of sucb highways, 
which are attributable to public expenditures for such 
highways. 

(c) CoorpinaTion With Orner Srupies.—The Secretary 
of Commerce shall coordinate the study and investigation 
required by this section with 

(1) the research and other activities authorized by 
section 10 of the Federal-Aid Highway Act of 1954, and 

(2) the tests referred to in section 108 (k) of this Act. 

(d) Reports on Stupy ANpD Investication.—The Secre- 
tary of Commerce shall report to the Congress the results of 
the study and investigation required by this section. The 
final report shall be made as soon as [possible but] possible, 
but in no event later than [March 1, 1959] January 3, 1961. 
On or before March 1, 1957, [and on or before] March 1, 
1958, March 1, 1959, and March 1, 1960, the Secretary of 
Commerce shall report to the Congress the progress that 
has been made in carrying out the study and investigation 
required by this section. Each such report shall be printed 
as a House document of the session of the Congress to which 
the report is made. 
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(e) Funps For Stupy AnD INvestication.—There are 
hereby authorized to be appropriated out of the Highway 
Trust Fund such sums as may be necessary to enable the 
Secretary of Commerce to carry out the provisions of this 
section. 


For the information of the Members of the Senate, changes in 
existing law made by section 2 of the bill, as reported, are shown as 
follows (existing law proposed to be omitted is enclosed in_ black 
brackets, new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 


SEecTION 108 (k) or THE FepERAL-A1Ip Hicuway Act or 1956 
(23 05-8. C. 158 tk 


tC. 108. NATIONAL SYSTEM OF INTERSTATE AND DEFENSE 
HIGHWAYS. 


* * x * * * 


(k) Tests To Derermine Maximum Desirasie Dr- 
MENSIONS AND WerGuts.—The Secretary of Commerce is 
directed to take all action possible to expedite the conduct 
of a series of tests now planned or being conducted by the 
Highway Research Board of the National Academy of 
Sciences, in cooperation with the Bureau of Public Roads, 
the several States, and other persons and organizations, for 
the purpose of determining the maximum desirable dimen- 
sions and weigh ts for vehicles operated on the Federal-aid 
highway systems, including the Interstate System, and, 
after the conclusion of such tests, but not later than [March 
1, 1959] January 3, 1961, to make recommendations to the 
Congress with respect to such maximum desirable dimensions 


and weights. 
"iti 
O 
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Mr. Cuavez. from the Committee on Public Works, submitted the 
following 


REPORT 


{To accompany 8S. 3571] 


The Committee on Public Works, to whom was referred the bill 
(S. 3571) to provide for equal treatment of all State-owned hydro- 
electric power projects with respect to the taking over of such projects 
by the United States, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 3571 is to repeal the exception contained in Public 
Law 278, 83d Congress, which continued the provision of sections 14 
and 4 (b) of the Federal Power Act as applicable to any license 
issued for a hydroelectric development in the International Rapids 
section of the St. Lawrence River, where other State and municipal 
licensees were exempted from certain provisions of the Federal Power 
Act. 


GENERAL STATEMENT 


Publie Law 278, 83d Congress, exempts State and municipal licen- 
sees for hydroelectric power projects from certain provisions of the 
Federal Power Act. However, this law included an exception for any 
hydroelectric development in the International Rapids section of the 
St. Lawrence River, which would continue their applicability to 
sections 14 and 4 (b) of that act. 

Section 14 is the provision which establishes a formula under which 
the acquisition price can be determined in the event a licensed project 
is acquired by the United States at the end of the license period. 

Section 4 (b) requires the preparation and filing of the statement 
of actual legitimate original cost of a project 
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STATE-OWNED HYDROELECTRIC POWER PROJECTS 


The amendment exempting the St. Lawrence project from the 
provisions of Public Law 278 was proposed by Congressman Saylor, 
of Pennsylvania, on the House floor, and was not considered by 
either of the Public Works Committees. No reason was given for 
including that provision. The license for the St. Lawrence project 
had not been issued at that time. Since that time, licenses have 
been issued to the Power Authority of the State of New York for 
both the St. Lawrence and Niagara Falls projects. 

S. 3571 would repeal this exception and permit all the benefits of 
the provisions of the Federal Power Act to apply to the license now 
held by the New York State Power Authority for its power develop- 
ment in the International Rapids section of the St. Lawrence River, 
the same as licenses to other States and municipalities. 

The committee believes that equi al treatment should be given to all 
State-owned or municipal hyarectectric power projects, and recom- 
mends enactment of S. 3571, as Congressman Saylor appeared before 
the committee and advised that, since the St. Lawrence power project 
was a going concern and in being, he had no further objection to the 
deletion of the provision from the existing law, and recommended en- 
actment of S. 3571. 

The legislation would involve no expenditure of Federal funds. 

The Bureau of the Budget, Federal Power Commission, and Depart- 
ments of the Army and [Interior have ho objection to this legislation 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law in which no change is made 
Is printe <1 in roman; omitted matter is printe dd within black brackets 


Kirst SENTENCEIN SECTION 3 OF THE Act APPROVED AvuGusT 15, 1953 


Section 14 of the Federal Power Act pertaining to the taking over 
by the United States of any project upon or after the expiration of a 
license, and sections 301 and 302 of said Act requiring certain records 
and accounting procedures and section 4 (b) requiring the preparation 
and filing of the statement of actual legitimate original cost of a 
project, shall not be applicable to any project owned by a State or 
municipality, and such oe and requirements shall not exist under 
any license heretofore or hereaftet eranted tO any State or munici- 
pality [[, except that the provisions of section 14 and section 4 (b) 
shall continue to be applic able to anv license issued for a hydroe lectric 
development in the Internation al Rapids section of the Saint Lawrence 


Riv er]. 
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Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
(To accompany 8S. 3776] 


The Committee on Public Works, to whom was referred the bill 
(S. 3776) to extend the time for the collection of tolls to amortize 
the cost, including reasonable interest and financing cost, of the 
construction of a bridge across the Missouri River at or near Miami, 
Mo., having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 

The amendment is indicated in the bill as reported and is as follows: 
Line 6, page 1, strike out “forty-five years’’, and insert in lieu thereof 
“thirty-five years’. 

PURPOSE OF THE BILL 


The act approved January 16, 1936 (49 Stat. 1093), granted the 
consent of Congress to the county of Saline, Mo., to construct, main- 
tain, and operate a toll bridge across the Missouri River at or near 
Miami, Mo. Section 2 of that act provided that tolls shall be adjusted 
to provide a sinking fund sufficient to amortize the cost of the bridge 
and its approaches, including reasonable interest and financing cost, 
as soon as possible under reasonable charges, but within a period of 
not to exceed 20 years from the completion thereof. The act provides 
that after a fund sufficient for amortization shall have been provided, 
the bridge is to be operated free of tolls or the rates adjusted to 
provide only for maintenance costs. 

S. 3776, as amended, would amend section 2 of the act of January 
16, 1936, by extending the time for the amortization of the cost of 
the bridge and approaches from 20 to 35 years from the date of 
completion of the bridge. 
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GENERAL STATEMENT 


The bridge authorized by the act of January 16, 1936, was completed 
in 1940. The amortization period of 20 years under the authorizing 
act would therefore extend to 1960. The committee was advised 
that difficulties involved in financing the bridge have been such that 
an extension of the time for amortization of its cost is needed. 

The committee believes that enactment of S. 3776, as amended, will 
facilitate the refunding of obligations issued to meet the cost of the 
bridge which are still outstanding. The amortization period of 35 
years from the date of completion of the bridge, as proposed in S. 3776, 
appears reasonable under existing financial circumstances. This ex- 
tension of time will conform with the policy of Congress as peers 
in the General Bridge Act of 1946, as amended by Public Law 550, 
80th Congress. 

The committee recommends enactment of this legislation and such 
enactment would not involve the expenditure of any Federal funds. 

The Department of the Army, the Department of Commerce, and 
the Bureau of the Budget, offer no objection to enactment of this 
legislation, as evidenced by the following communications: 


DeEPARTMENT OF THE ARMY, 
August 1, 1958. 
Hon. Dennis CHAVEZ, 
Chairman. Committees on Public Works. 
United States Senate. 


Drar Mr. CuartrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 3776, 85th 
Congress, a bill to extent the time for the collection of tolls to amortize 
the cost, ace eh reasonable interest and financing cost, of the con- 
struction of a bridge across the Missouri River at or near Miami, Mo. 

The act of Congress approved January 16, 1936 (49 Stat. 1093), as 
amended, granted the consent of Congress to the county of Saline, 
Mo., to construct and maintain a bridge across the Missouri River 
at Miami, Mo. The county was authorized to charge tolls for the 
use of the bridge at such rates as would produce funds sufficient to 
meet maintenance costs and provide a sinking fund to amortize the 
cost of the bridge within not to exceed 20 years from the date of its 
completion. The act provides that after a fund sufficient for amor- 
tization shall have been provided, the bridge is to be operated free of 
tolls or the rates adjusted to provide only for maintenance costs. 

This bill, S. 3776, would amend the act of January 16, 1936, by 
extending the amortization period to 45 years. 

Insofar as the interests committed to this Department are concerned, 
there is no objection to the favorable consideration of S. 3776. 

Enactment of this bill would not involve the expenditure of Federal 
funds. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wirser M. Brucker, 
Secretary of the Army. 
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UNITED STATES OF AMERICA 
[HE SECRETARY OF COMMERCE, 

Washington, D. C., August 11, 1958 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear Mr. CHatrMAN: This is in reply to your request for the views 
of the Department of Commerce concerning 5. 3776, a bill to extend 
the time for the collection of tolls to amortize the cost, including 
reasonable interest and financing cost, of the construction of a bridge 
across the Missouri River at or near Miami, Mo. 

The Department would interpose no objection to enactment of 
S. 3776. 

The bill would amend the act approved January 16, 1936 (49 Stat. 
1093), as amended, which granted the consent of Congress to the 
county of Saline, Mo., to construct, maintain, and operate a toll 
bridge across the Missouri River at or near Miami, Mo. Section 2 
of that act provided that tolls shall be adjusted to provide a sinking 
fund sufficient to amortize the cost of the bridge and its approaches, 
including reasonable interest and financing cost, as soon as possible 
under reasonable charges, but within a period of not to exceed 20 
years from the completion thereof. The proposed legislation would 
amend said section 2 by striking out ‘20 years’ and inserting in lieu 
thereof “45 years”, thus extending the time for the amortization of 
the cost of the bridge and approaches from 20 to 45 years from the 
date of completion of the bridge. 

The bridge across the Missouri River near Miami, Mo., was com- 
pleted in 1940. The amortization period of 20 years under the 1936 
act would, therefore, run until 1960. It is understood, however, that 
difficulties involved in financing the bridge are such that extension 
of the time for amortization of its cost is indicated. It is further 
understood that the amortizs — period of 45 years from the date of 
completion, proposed under S. 3776, is r sasonable under existing 
financial circumstances. 

In view of the foregoing, the Department would interpose no objec- 
tion to the enactment of the pending bill. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this letter. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
Washington, D. C., July 31, 1958 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works. 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of May 10, 
1958, requesiing the views of this office with respect to S. 3776, a 
bill to extend the time for the collection of tolls to amortize the cost, 
including reasonable interest and financing cost, of the construction of 

bridge across the Missouri River at or near Miami, Mo. 











TOLLS ON BRIDGE AT OR NEAR MIAMI, MO. 








This office would have no objection to the enactment of this 
measure. 
Sincerely yours, 
Puiture 8S. HuaHes, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law in which no change is 
made is printed in roman; omitted matter is printed within black 
brackets; the new matter is printed in italic): 


First SENTENCE IN SECTION 2 OF THE AcT OF JANUARY 16, 1936 


If tolls are charged for the use of such bridge, the rates of toll shall 
be so adjusted as to provide a fund sufficient to pay the reasonable 
cost of maintaining, repairing, and operating the bridge and its ap- 
proaches under economical management, and to provide a sinking 
fund sufficient to amortize the cost of the bridge and its approaches, 
including reasonable interest and financing cost, as soon as possible 
under reasonable charges, but within a period of not to exceed 
[twenty] thirty-five years from the completion thereof. 


oe 

















Calendar No. 2444 


85TH CONGRESS SENATE { REPORT 
2d Session No. 2379 


AUTHORIZING THE TAHCHEVAH CREEK PROTEOR Rate: 1 
SPRINGS, CALIF. E MICHI 


SEP. 9 


Avausr 14, 1958.—Ordered to be printed MAIN 
- READING ROOM 


me a a ee et a nm 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
[To accompany 8. 4179] 


The Committee on Public Works, to whom was referred the bill 
. 4179) to authorize the Tahchevah Creek project, Palm Springs, 

Calif., having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 7, strike out “referred to” and insert in lieu thereof 
“re ~swemcetonarg 9 

On page 1, line 8, change the period to a comma and add “at an 
estimated F eder: al cost of $1,658,000” 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to authorize the construction 
of flood-control improvements on Tahchevah Creek, Whitewater River 
Basin, Calif., to provide for a detention reservoir immediately below 
the mouth of Tahchevah canyon and channel improvement for 10,415 
feet. along Tahchevah Creek through and below the city of Palm 
Springs, in accordance with the recommendations of the Chief. of 
Engineers in his report dated July 2,:1958, at an estimated Federal 
eost of $1,658,000. 

DESCRIPTION OF PROJECT 


Location.—The Tahchevah Creek Basin, a part of the Whitewater 
Creek Basin, is located entirely within Riverside County in southern 
California, and includes a part of the city of Palm Springs, which is 
90 miles east of Los Angeles. The watershed of Tahchevah Creek 
covers 5 square miles, 3.2 square miles of which are on the steep 
east slope of the San Jacinto Mountains immediately above Palm 
Springs. The stream flows eastward from the base of the mountains 
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through a residential area and the southern part of the Palm Springs 
business district to its confluence with Baristo Creek. 

Report authorized by.—The Flood Control Act approved August 28, 
1937. The interim report of the Chief of Engineers on Tahchevah 
Creek is dated July 2, 1958. 

Existing flood-control improvements.—There have been no flood- 
control works authorized by Congress in the Tahchevah Creek drain- 
age area. Local ae have constructed a temporary channel 
about 1,800 feet long for Tahchevah Creek within the city of ‘Palm 
Springs. 

Plan of recommended improvement.—Construction of a detention 
reservoir having a storage capacity of 900 acre- feet on the alluvial 
cone immediately below the mouth of Tahchevah ( ‘anyon; construc- 
tion of a concrete-lined open channel extending 3,200 feet dow nstream 
from the reservoir to Palm Canyon Drive; installation of a 60-inch 
concrete conduit extending 6,675 feet downstream from the end of 
the open channel; and excavation of a 540-foot earth channel extend- 
ing downstream from the end of the conduit to Baristo Creek. 


Estimated costs (1957 price levels) 


Item Federal Non-Federal | Total 
Detention reservoir, conduit, and channel____--- ; $1, 658, 000 $102, 000 | &1, 760, 000 
Relocations and rights-of-way $50, 000 450, 000 
Total cost. 1, 658, 000 552, 000 | 2, 210, 000 


1 Present estimate of non-Federal cash contribution toward construction cost, as a result of land-enhante- 
ment benefits 


Econom C8 


Annual charges c $85, 500 
Annual benefits: 
Flood damages prevented : 85, 000 
Increased land utilization 2 : : 15, 700 
Total benefits A. aie Fis 100, 700 
Benefit-cost ratio____- te oa 1.18 to 1.00 


Local cooperation.—This project is recommended, provided that 
prior to construction local interests will give satisfactory assurances 
that they will contribute in cash 5.8 percent of the cost of construc- 
tion, presently estimated at $102,000, and that such contribution be 
paid in a lump sum prior to commencement of construction, or in 
installments in accordance with construction schedules on pertinent 
work items, the final allocation of cost to be made after actual costs 
have been determined; provide without cost to the United States all 
lands, easements, and rights-of-way necessary for the construction of 
the project; bear the expense of all relocations, including the required 
bridge or culvert modifications; hold and save the U nited States free 
from damages due to the construction works including those from 
water-rights claims; maintain and operate all the works after com- 
pletion in accordance with regulations prescribed by the Secretary of 
the Army; and prevent encroachment harmful to the improved 
channel along Tahchevah Creek, and to the existing Baristo Creek 
Channel from Tahchevah Creek to Sunrise Way. 





' UNIT 
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Benefits —The permanent population of Palm Springs, a winter 
resort, has incre ‘ased from 3,400 in 1940 to about 13,000 in 1956. The 
tourist. business is the principal occupation of the residents. More 
than 25,000 persons vacation in Palm Springs during a normal winter 
season. 

. Tahchevah Creek is an intermittent stream. Runoff from the 
upper part of the basin, at elevations of 5,000 feet and below, quickly 


concentrates in a steep canyon and flows out across the alluvial cone 
through Palm Springs at elevations generally less than 500 feet. The 
channel through the city is poorly defined with a capacity of about 
200 cubic feet per second, which is inadequate even for small to med- 
ium floods. Damaging floods occurred in January 1916, February 
1927, February 1937, March 1938, and December 1941, the 1927 flood 
having an estimated discharge of 1,200 cubic feet per second being 
the maximum. A flood with an estimated discharge of 4,200 cubic 
feet. per second might reasonably be expected. 

The area subject to overflow from maximum floods consists of highly 
developed residential and business sections of Palm Springs totaling 
about 530 acres, of which 350 acres are a part of the Agua Caliente 
Indian Reservation. The 1956 value of the overflow area in Palm 
Springs is estimated at $21,500,000, and the Indian land at $3 million. 
The average future value of the land in Palm Springs over the next 
50 years, even without flood protection, is estimated at $24 million, 
| and the future value of Indian land with present plans for improvement 
| but without flood protection is estimated at $72 million, a total of 
} $96 million. The average annual flood damages are now estimated 
at $86,000 with the anticipated increase in development, flood damage 
in the future will be much greater than has occurred in the past, with 
| the future flood damages from a maximum probable flood estimated 

at $4,700,000. The flood effects not susceptible of monetary evalua- 
tion are the threat to human life, interference with normal community 
activities, impairment of normal community growth in some of the 
most. desirable areas, and interruption to highway traffic. 


GENERAL STATEMENT 


Of the various plans investigated for the control of floods along 
| Tahchevah Creek, the plan recommended by the Chief of Engineers 
| appears to be the most practicable and feasible. This plan provides 
for a 900 acre-foot detention reservoir to reduce the peak flows of 
| Tahchevah Creek, and an outlet channel and conduit, 10,415 feet in 
total length, to pass the reduced flows through Palm Springs, including 
part of the Agua Caliente Indian Reservoir, to Baristo Creek, The 
first cost of the project is estimated at $2,210,000, comprising 
$1,760,000 for construction and $450,000 for lands, rights-of-way, and 
relocations. The annual charges are estimated at $85,500, including 
$6,000 for maintenance and operations. The average annual benefits 
from the operation of the project are estimated at $100,700, all of 
which would be direct and primary. Large intangible benefits would 
add substantial weight to the justification. 

The Board of Engineers for Rivers and Harbors and the Chief of 
' Engineers recommend adoption of this project, with such modifica- 
| tions thereof as in the discretion of the Chief of Engineers may be 
| advisable, provided that prior to construction, local interests give 
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assurances satisfactory to the Secretary of the Army that they will 
meet the regular requirements of local cooperation, and, in addition, 
contribute in cash 5.8 percent of the cost of construction and that such 
contribution, presently estimated at $102,000, be paid either in a lump 
sum prior to commencement of construction, or in installments prior 
to commencement of pertinent work items in accordance with con- 
struction schedules as required by the Chief of Engineers, the final 
allocation of cost to be made after actual costs have been determined, 
The net cost to the United States for the recommended plan of 
improvement is estimated at $1,658,000 for construction. 


DISCUSSION 


The committee is aware that a serious flood problem exists along 

Tahchevah Creek in the highly developed area of Palm Springs, 

Calif., including part of the Agua Caliente Indian Reservoir, and that 

floods cause large direct damages to exceptionally valuable residential 
and business properties in the area, and that indirect and intangible 
damages from such floods are also of considerable magnitude. Th 
improvement appears to be well justified on the basis of the tangible 
benefits alone, and consideration of the intangible benefits increases 
the justification. 

The Palm Springs area includes part of a highly developed modern 
resort community which comprises one of the most outstanding and 
attractive resorts in the Southwest. Property values are exception- 
ally high. Development of the city is continuing at a rapid rate, 
and the population of the area and property values will continue to 
increase. 

The committee does not consider the present estimated value of 
property in the overflow area of $24,500,000 as excessive. Without 
flood control, damages from future floods will be considerably greater 
than past floods because of the continuous rapid increase in the 
number and value of improvements in the overflow area. Expensive 
residences are — for construction over much of the debris come 
of Tahchevah Creek, and for development. of all unimproved Indian 
land. The estimated future value of the property subject to over- 
flow of $96 million is likewise not believed excessive. 

The committee is of the opinion that because of the local protection 
nature of this project, local interests should bear a portion of the costs 
as is customary in projects of this nature. The allocations of costs to 
the local interests appears reasonable. Riverside County and the 
city of Palm Springs have indicated their willingness to cooperate 
with the United States by bearing a part of the cost of the project on 
Tahchevah Creek, based on the increased land-use benefits. 

The committee recommend an amendment to the bill in order to 
show the estimated Federal cost of the project. 

The committee recommend enactment of this legislation. It feels 
that the Tahchevah Creek project is economically feasible, and that 
flood protection that would be provided for the Palm Springs area is 
essential for its continued growth and development. It believes that 
there is a Federal interest involved in providing this flood protection, 
and that the cash contribution by local interests of a portion of the 
actual Federal construction cost is equitable. 


© 
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BARDWELL RESERVOIR ON WAXAHACHIE CREEK 
(TRINITY RIVER AND TRIBUTARIES), TEX. yy, 


\vaust 14, 1958.—Ordered to be printed 


M 


Mir. Cuavez. from the Committee on Public Works, submitted the 
following 


REPORT 


cecompany S. 4102 


The Committee on Public Works, to whom was referred the bill 
5. 4192) authorizing the project for modification of the plan for im- 
provement of the Trinity River and tributaries, Texas, having con- 

idered the same, report favorably thereon with amendments and 
S iaadiadictirl that the bill as amended do pass 

The amendments are as follows: 

Page 1, line 9, strike out ‘cost of $5,104,000" and insert in lieu there- 
of “total cost of $6,992,000” 

Add a new section as follows: 


Sec. 2. There are hereby authorized to be appropriated 
such sums as may be necessary to carry out the provisions of 
this Act. 


PURPOSE 


The purpose of this bill, as amended, is to authorize modification of 
the existing comprehensive plan of improvement for the Trinity River 
and tributaries, Texas, to provide for construction and operation of 
the Bardwell Reservoir on Waxahachie Creek, in the Trinity River 
Basin, for flood control and other purposes, in accordance with the 
recommendations of the Chief of Engineers in House Document No. 
124, 85th Congress, at an estimated total cost of $6,992,000. 


DESCRIPTION OF PROJECT 


Location. —Waxahachie Creek is located in the central part of the 
Trinity River Basin in northeast Texas, and 1s a tributary of Chambers 
Creek which flows into Richland Creek, an important tributary of the 
Trinity River. The total watershed area of Richland Creek is 1,990 
square miles, of which 1,072 square miles are drained by Chambers 
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Creek. Waxahachie Creek drains 182 square miles of Chambers 
Creek. 

Report authorized by resolutions of the Committee on Rivers and 
Harbors of the House of Representatives dated March 31, 1944, and 
February 28, 1945. The interim report on Waxahachie Creek has 
been completed and is published as House Document No. 424, 85th 
(‘onegress. 

Hristing project. There are no Federal projects authorized for con- 
truction on Waxahachie Creek. 

Plan of recommended Lm prove ment. (‘onstruction of the Bardwell 
Reservoir at mile 6 on Waxahachie Creek for flood control and water 
conservation, with a total storage capacity of 117,800 acre-feet, of 
which 8.700 acre-feet would be for sedimentation, 29 500 acre-feet for 
water conservation, and 79 600 3 acre-feet for flood control. The reser- 
voir would control the runoff from 171 square miles of the drainage 
area. 


E / af WHF ] 
Federal $5, 104, 000 
Non-Federal 1, 888, 000 
Total first cost 6, 992. 000 
Cost of operation, maintenance, and replacement, $40,000 annually 
Local cooperation.—Provided that, prior to construction, local 


interests give assurances satisfactory to the Secretary of the Army 
that they will obtain all the necessary water rights and contribute the 


part of the total cost of the project and the annual cost of operation, 
maintenance, and fe gen allocated to water conservation, 
presently estimated at 27 percent, which amounts to $1,888,000 and 
$11,000, respective & 
P OFe Ono ( 
Annual charge $290, 500 
Annual benefits: 
Prevention of flood damages 236, 750 
Conservation of water 82, 000 
Total benefits : 318, 750 
Benefit-cost ratio_ 1.10 


Benefits. -Waxahachie Creek watershed is entirely within Ellis 
County which had a population of 45,645 in 1950. The principal 
cities and their 1950 populations are Waxahachie, 11,204, and Ennis, 
7,815. The area is predominately agricultural, with manufacturing 
activities in the vicinities of those cities including cottonseed, wood, 
and paper products; candy; beverages; and flour. The Waxahachie 
Creek watershed is subject to severe intense storms occurring almost 
any time of vear, the maximum of which occurred in December 1913. 
The flood-plain areas along Richland, Chambers, and Waxahachie 
Creeks contain 43,120 acres, with large areas downstream along the 
Trinity River. Flood damages are also suffered by transportation and 
utility facilities. The average annual damages are estimated at 
$465,300, of which $437,290 are along Waxahachie and Chambers 
Creeks and $28,010 are along Richland Creek. Flood-control benefits 
from the Bardwell Reservoir are estimated at $172,620 along Richland, 
Chambers, and Waxahachie Creeks, and $64,130 along the Trinity 
River downstream therefrom. The need for additional water supply 
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is general throughout the area, but is urgent at the cities of Ennis, 
Corsicana, and Waxahachie. The Bardwell Reservoir would provide 
a dependable water supply to meet the municipal needs of the area. 
According to the 1950 census, about 2,013,000 people reside within a 
radius of 100 miles of the Bardwell Reservoir site, of which 1,015,000 
reside within a 50-mile radius. Development of the recreational 
opportunities is believed to be in the public interest. 


GENERAL STATEMENT 


The Chief of Engineers recommends modification of the compre- 
hensive plan for improvement of the Trinity River and tributaries, 
‘Texas, to provide for construction of the Bardwell Reservoir at mile 6 
on Waxahachie Creek, generally in accordance with the plan of the 
district engineer and with such modifications thereof as in the discre- 
tion of the Chief of Engineers may be advisable, at an estimated cost 
of $6,992,000 for construction and $40,000 annually for operation, 
maintenance, and replacement; provided that, prior to construction, 
local interests give assurances satisfactory to the Secretary of the 
Army that they will obtain all the necessary water rights and con- 
tribute the part of the tote al first cost of the project and the annual 
cost of operation, maintenance, = replacements allocated to water 
conservation, presently estimated at 27 percent, which amounts to 
$1,888,000 and $11,000, cabeceaie. With local interests assuming 
these costs, the cost to the Uruited States for construction and annuel 
maintenance of the recommended plan of improvement is presently 

stimated at $5,104,000 and $29,000, respectively. 

The Chief of Engineers further recommended that local interests 
be pe lb rone to contribute their share of the construction cost (1) in a 
lump sum prior to initiation of construction; (2) in annual amounts 
during the period of construction, proportions 3 to the annual Federal 
appropriations for construction; or (3) In equal annual payments, 
including interest during construction and interest on the unpaid 
balance, within the economic life of the project but in no event to 
exceed 50 years from the date on which the project is first available 
for storage of water for any purpose; and that local interests be per- 
mitted to contribute their share of the annual cost of operation, 
maintenance, and replacements, (a) on an annual basis as these costs 
are incurred, or (b) in one lump sum on a present-worth basis. 

The principal water problems in the Waxahachie Creek watershed 
are the control of floods and the conservation of surface runoff for all 
beneficial uses. Periods of excess rainfall occur at rather frequent 
intervals, causing mi jor floods, and periods ol protrac ted drought also 
occur, causing serious surface-water shortages, particularly for munici- 
pal uses, with special urgency at the cities of Ennis, Corsicana, and 
Waxahachie. Levees and floodway improvements constructed by 
local interests have proven generally inadequate for the control 
floods. The city of Waxahachie is currently constructing a water- 
supply reservoir on South Prong Creek, near that city. The city of 
Corsicana has re quested reservation of conservation storage space for 
its use in the authorized Navarro Mills Reservoir on Richland Creek. 
The citv of Fort Worth, located about 55 miles northwest of Ennis, 
is also interested in obtaining surface water from the Richland- 
Chsnihaes Creeks watersheds. 
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The local cooperation recommended by the Chief of Engineers in 
the construction of the Bardwell Reservoir consists of reimbursement 
to the Federal Government of the project costs chargeable to the 
water-supply features provided in the project. The Trinity River 
Authority of Texas, a duly authorized agency of the State of Texas, 
approved the following resolution on April 20, 1956: 


Whereas the Corps of Engineers, United States Army, IS 
preparing a report for transmittal to the United States Con- 
gress on the proposed Bardwell Reservoir on Waxahachie 
Creek, a tributary of the Trinity River, for flood control, 
water supply, and allied purposes; and 

Whereas the Trinity River Authority of Texas, an agency 
of the State of Texas created by the legislature for the pur- 
poses of developing and utilizing the water resources of the 
Trinity River and its tributaries, has been designated by the 
board of water engineers as the representative of local inter- 
ests with whom the Corps of Engineers should deal in all 
matters pertaining to said Bardwell Reservoir; and 

Whereas water is needed in the area for domestic, munici- 
pal, and industrial purposes; and 

Whereas the cities of Waxahachie, Ennis, and Corsicana 
have each, by resolution of their groverning bodies, advised 
the Trinity River Authority of their desire and need to 
acquire conservation storage space in the said Bardwell Res- 
ervoir for storing water for municipal and industrial needs: 
Now, therefore, be it 

Pesolved, That the Trinity River Authority hereby en- 
dorses hu Bardwell Reservoir project as proposed by the 
Corps of Engineers, United States Army, for flood control 
and conservation purposes and requests that the maximum 
amount of conservation Storage possibli be included in the 
reservoir, and that at the proper time the Trinity River 
Authority will enter into agreements with the Federal Gov- 
ernment under which the Trinity River Authority will furnish 
the re rei ments of local cooperation that may be required 
by the Congress in authorizing the said Bardwe Il Reservoir 


1 
+1 
ul 


a 


The United states Soil Conservation Service is planning a program 


ot runoff 2 id water-flow retardat ion and soil-erosion pre vention on 
‘ ; Ress 

the Waxahachie Creek watershed and adjacent basins. This program, 

consisting ot a serie or smi il] reservoirs ‘and complet » land treatment 


methods above the Bardwell Reservoir, would shmmalbiks reduce the 
flood-control storage in such reservoir. lI whie bb event the cost of the 
modified Bardwell Reservoir would be reallocated between Hlood- 
control and water-conservation purposes. 

‘he method Oot cost allocation between flood control and conserva- 
tion, as to cost of construction and annual costs of operation and 
" $6.992 000 
includes the allocation of cost for conservation storage, and would 
be the total Federal appropriation required for completion of the 
project, in the event local interests elected to re pay their share of the 
construction cost in annual payments over the economic life of the 


project, presently estim: ted nl 27 pe reent. or SI.SSS.000 If the local 


mail tenance, ee reasonable. The total first cost ot 
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interests should decide to contribute their share in a lump sum, or in 
annual amounts during the period of construction, the Federal cost 
would be $5,104,000. These alternate methods of repayment of the 
local contribution are covered in the recommendations of the Chief 
of Kngineers, 

DISCUSSION 


The committee is aware that parts of Texas, including the area 
adjacent to and in the vicinity of the proposed Bardwell Reservoir, 
have experienced severe floods and serious water shortages in recent 
years. Droughts in the area have lowered the ground water table and 
reduced water supply in the local wells. Domestic requirements have 
increased to such an extent that ground water supplies for municipal 
and industrial needs are inadequate. The provision of 29,500 acre- 
feet of conservation storage in the Bardwell Reservoir would, in addi- 
tion to the benefits to be derived from flood control, provide a water 
supply for nearby municipalities and prevents a recurrence of the 
existing water shortage. 

The committee believes that the proposed Bardwell Reservoir would 
contribute materially to control of floods on stream reaches down- 
stream from the dam site, would provide a dependable water supply to 
meet municipal needs in the general area, and would be an important 
element in any comprehensive plan for the ultimate control and de- 
ve lopme nt of the water resources of the Trinity River Basin. 

The committee has given careful consideration to the information 
presented by a representative of the Corps of Engineers at a hearing 
on August 7, 1958, and by local interests on this project. It is cog- 


nizant of the enormous recurring flood damages to which the area is 
subject. The need for water supply in the area is also apparent at the 
present time. \s this area possesses great natural resources, it is to 


be expected that industrial expansion and continued growth of popu- 


lation will increase the water supply requirements in the future. 
The committee notes the resolution of a State agency that the require- 
ments of local cooperation for their share of the cost of the water 
supply storage in the Bardwell Reservoir will be provided at the 
proper time. 

The committee recommends enactment of this legislation. It feels 
that the Bardwell Reservoir is economically feasible, that the cities 
should not be deprived of the urgently needed water supply that 
would be available from that reservoir, and that the flood protection 
that would be provided in the local areas and downstream therefrom 
is essential for the continued development of the valley. The com- 
mittee further believes that the cash contribution by local interests of 
a portion of the actual Federal construction cost, based on water 
supply storage A ager: is equitable and in conformance with the 
provisions of title III of the act approved July 3, 1958, Public Law 
500. 85th C sini (72 Stat... 319. 320): 

The committee recommends an amendment to the bill in order to 
show the estimated total cost of the project, including the local con 
tribution, which would indicate the total Federal appropriation neces- 
sary in the event that local interests desire to repay their share of the 
construction costs over the economic life of the project. 

The committee is in accord with the recommendations of the Chief 
of Engineers that the storage capacity as proposed for Bardwell 
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Reservoir should be subject to such modification as may be found 
advisable as a result of the upstream improvements developed by the 
Soil Conservation Service, but believes that such adjustment can be 
made during the planning stage as a result of more definite information 
on the time of the construction programs. 

The comments of the Department of the Army on S. 4192 and of 
the Bureau of the Budget on the bill and on the report of the Chief 
of Engineers are shown in the following communications: 


DEPARTMENT OF THE ARMY, 
August 8S. 1958 
Hon. Dennis CHAVEZ z, 
Chairman. Committee on Public Works 
United States Senate 


DEAR Min. CHatrmMan: Reference is made to your request for the 
views of the Departime nt of the Army with respect to S. 4192, 85th 
Congress, a bill authorizing the project for modification of the plan 
ior improvement of the Tru 1t\ Rives and tributaries, Texas. 

This bill would modify the comprehensive plan for improvement of 
the Trinity River and tributaries. Texas. to provide for construe tion 
ol the Bardwell Reservou O] Waxa achie ( ‘reek tol purposes of flood 
control and water conservation, in accordance with the recommenda 
tions of the Chief of Engineers as contained in House Document No 
124, 85th Congress, subject to a condition that local interests o1Vve 
assurance that they will contribute the part of the first cost of the 


project and the annual cost of operation and maintenance allocated 


to water conservation, presently estimated at 27 percent, amounting, 
respectivel to SI.SSS.,O00 and S11,000 Local interests would be 
pe rmitted Lo contribute the] share of the construction cost (a iN) 

lump sum prior to constructio} h 11) annual amounts dure CO 
struction, or (¢) in annual payments within the economie life of th 
project ly lt not to ex eed 50 ¢ irs 

The Department of the Army favors the proposed improvement 
work. Accordingly, the Department has no objection to enactment 
of S. 4192. subject to the revision suggested below 

The est mated total cost for construction is $6,992,000, with a total 
ot S40.000 ant ually ior operatio and mamtenance since local in 
erests would be permitted in accordance with the recommendations of 
the Chef of Ene neers to contribute their share of the construction 
cost over a period not to exceed 50 years, 1] they SO elect. then the 
amount required to be appropriated ior construction of the project 
vould be $6.992,000 It is therefore recommended that this amount 
be substituted for t! mmo ree it 000 shown at line 9 of the bill 

Tha Bin i of thre e ‘ - { there 1s 0 obiectior to the 
sub Mission of thi ry 

smcerel irs 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Wash ington, D. Gy. August 4, L958. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works 
United States Senate, Washington. D. ¢ 

\ly Dear Mr. Cuatrman: This isin reply to vour letter of July 26, 
1958, requesting the views of the Bureau of the Budget on S. 4192, 

Dill authorizing the project for modification of the plan for improve- 
ment of the Trinity River and tributaries, Texas 

he bill would modify thre plan for improvement of the Trinity 
River and tributaries, Texas, to provide for the construction of the 
Bardwell Reservoir at an estimated Federal cost of $5,104,000, in 
accordance with the recommendations of the Chief of Engineers 2s 
contained in House Document No. 424, 85th Congress. 
The Bureau of the Budget would h 
of 8. 4192. 


Sincerely yours, 


ave no ol jection to the enactment 


LIP S. HuGuHes, 
Assi fant dD rector foi Li qislative Re ference 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BueEAU OF THE BUDGET, 
Washingt m, D.C., July 1, 1958 
The Honorable ithe SECRETARY OF THE ARMY. 
My Dra> Mo. Secretary: Assisiant Soren Shori’s levier of 


i \ 


Mareh 31, 1958, submits the ‘ proposed repo! of che Chief of Engineers 
Trinity River and tributaries, Texas, covering Richland, Chambers, 
and Cedar Creeks (Waxahachie Creek cershed), requesied by reso- 


lucions of the Commiitee on Rivers and Harbors, House of Represen- 
atives, adopted March 31, 1944, and February 28, 1945. 

The Chief of Engineers recommends modification of the cor prehen- 
sive plan for improvemeni of the ‘Trinity River and iributaries, Texas, 
to provide for consiruction of the Bardwell Reservoir at mile 6 on 
Waxahachie Creek at an mtb cost of $6,992,000 for consirucuion 
and $40,000 annually for operation, maintenance, and replacement, 
provided that, prior to construction, local interests give assurences 
satisfactory to the Secreiary of the Army that they will obiain all 
ihe necessary saier rights and coniribute the part of the total first 
cosi of the project and the annual cost of operation, maintenance, and 
replacen ents allocaied to waier conservation, presently esiirmaied at 
27 perceni, which amounts to $1,888,000 and $11,000, respeciively. 
The cost to the United States for consiruction and annual maintenance 
He ihe recommended plan of im provement is presently estimated 

»,104,000 and $29,000, respectively. 

| am authorized | Vv the Director of the Bureau of the Budget to 
advise you that there would be no objection to the submission of the 
proposed report to the Congress. No commitment, however, can be 
made at this time as to when any estimate of appropriation would be 
submiited for construction of the project if authorized by the Con- 





sS BARDWELL RESERVOIR ON WAXAHACHIE CREEK, TEX. 


YTeSS, since this would be croverned by the President's budgetary 


obiectives ‘iS de ermined by he then prevailing fiscal Sl iation 
Sincerely vours, 
Cart H. SCHWARTZ 


J j 7 . 
Reesourees and € vei 14 i, 
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AUTHORIZING A SURVEY OF THE TENSAW RIVER, ALA., 
IN THE INTEREST OF NAVIGATION AND ALLIED 
PURPOSES 


Avoust 14, 1958.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works. submittedy pp ‘ 
following OF MICH 


REPORT 
[To accompany H. R. 8160] MAIN 


READING ROOM 


The Committee on Public Works, to whom was referred the bill 
(H. R. 8160) authorizing a survey of the Tensaw River, Ala., in the 
interest of navigation and allied purposes, having considered the same, 
port favorably thereon without amendment and recommend that 
t 


' bill do pass. 


th 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army to 
‘ause a survey to be made of the Tensaw River, Ala., with a view to 
providing improvements in the interest of deep-draft navigation. 


GENERAL STATEMENT 


The Tensaw River, Ala., sometimes known as the Tensas River, is 
a distributary of the Mobile River system in its tidewater area branch- 
ing from the latter river about 40 miles above the city of Mobile. 
The Tensaw River flows in a southerly direction and enters Mobile 
Bay about 3 miles northeast of the mouth of the Mobile River. 

Representatives of the Corps of Engineers have indicated that 
consideration is being given to establishing industrial plants along the 
ast bank of the Tensaw River. Available industrial sites along im- 
proved deepwater channels in the Mobile area are becoming scarce 
and the high well-drained east bank of the river affords suitable for 
manufacturing plants, 

The Corps of Engineers now has the authority to make a study of 
the feasibility of providing navigation improvements from Mobile to 
Columbus, Miss., alone the route of the Mobile and Tombigbee 
Live The investigation of improvements as proposed in H. R. 
$160 would be closely related to those which will be studied under 
that authorization, and could possibly be combined with that study. 
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RESCINDING THE AUTHORIZATION FOR THE WALDO 
LAKE TUNNEL AND REGULATING WORKS, WILLA- 
METTE RIVER, OREG. UNi #R 


\ucusr 14, 1958.—Ordered to be printed 


MAIN 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 8652] 
The Committee on Public Works, to whom was referred the bill 
Hf. R. 8652) to rescind the authorization for the Waldo Lake Tunnel 
and regulating works, Willamette River, Oreg., having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 
PURPOSE OF THE BILL 


The purpose of H. R. 8652 is to rescind the existing authorization 
contained in the Flood Control Act of 1950 (64 Stat. 163, 179) for the 
Waldo Lake Tunnel and regulating works on the North Fork of 
Middle Fork of the Willamette River, Columbia River Basin, Oreg. 


DESCRIPTION OF PROJECT 


Waldo Lake and the tributary drainage area of 30 square miles is 
he source of the North Fork of Middle Fork of Willamette River, 
Oreg. It is located within the Willamette National Forest, near the 
ummit of the Cascade Range at an elevation of 5,410 feet. ‘The ares 
has been developed as a summer recreational area to a limited extent. 

Waldo Lake has a normal surface area of 6,100 acres. ‘The esti- 
mated mean annual precipitation for the watershed is about 72 inches, 
consisting primarily of snowfall, which accounts for the sustained 
runoff from the lake during the spring and early summer. 

The proposed tunnel would be 6.5 feet in diameter, 625 feet long, 
and would have a capacity of 800 second-feet as a maximum draw- 
down of 40 feet. This drawdown would make 220,000 acre-feet of 
natural storage in the lake available as an auxiliary water supply for 
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use at the Lookout Point and Dexter hydroelectric powerplants on 
Middle Fork of Willamette River during critical power years. The 


estimated cost of the project at the time of its authorization was 
$757,000, and the benefit-cost ratio was unity, based on benefits from 
development of !:ydroelectrie power of $52,000. 


GENERAL STATEMENT 


The Waldo Lake project was authorized by the Flood Control Act 
of 1950 as a part of the comprehensive multiple-purpose plan of 
development for the Willamette River Basin for flood control, and 
other purposes, and is an integral part of the plan of development for 
the Columbia River Basin in the Pacific Northwest, as recommended tn 
House Document No. 531, 81st Congress. The construction of the 
tunnel as authorized would permit the use of the natural storage in 
the lake for the sole purpose of supplementing natural flows for 
hydroelectric power production at the Lookout Point Reservoir, and 
the Dexter reregulating reservoir, during infrequent periods of 
critically low runoff. 

At the time of authorization the prospective annual benefits to be 
derived from the proposed project were considered to be equal to 
the estimated annual costs. Because of price increases, the estimated 
cost of the project increased from $757,000 in 1948 to $1,010,000 in 
July 1957; however, the estimated benefits at the later date would 
be less than the costs. Because of the apparent lack of economic 
feasibility, the project has been placed in an inactive category by 
the Corps of Engineers. 

By rescinding the existing authorization for the Waldo Lake project, 
there would be no expenditure of Federal funds involved. 

The committee was advised that the deauthorization of the Waldo 
Lake tunnel project is in accordance with the desires of the residents 
and officials of the area, as the project is no longer considered econom- 
ically feasible, and because the area is now being used and is planned 
to be used to a much greater extent for recreational purposes. Ac- 
cordingly, the committee approves the rescission of the authorization 
for the Waldo Lake project, and recommends enactment of this 
legislation. 

AGENCY COMMENTS 


The Secretary of the Army and the Bureau of the Budget advised 
the committee that they would have no objection to enactment of a 
companion bill, S. 2826, introduced by Senator Neuberger. Letters 
from those agencies are as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., October 25, 1957 
Hon. Dennis CHAVEZ, 
Chair man, ¢ ommittee on Public Works, 
l'nited States Senate. 

Drar Mr. Cyarrman: Reference is made to your request for the 
views of the Department of the Army with respect to S. 2826, 85th 
Congress, a bill to reseind the authorization for the Waldo Lake 
tunnel and regulating works, Willamette River, Oreg. 

The purpose of S. 2826 is stated in the title. The Department of 
the Army interposes m objection to the enactment of the bill 
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The Waldo Lake project was authorized by the Flood Control Act 
of 1950 (64 Stat. 163, 179) as part of the overall plan for the Columbia 
River Basin, as recommended in House Document No. 531, 81st 
Congress. The project would provide for a tunnel to be constructed 
in order to utilize the natural storage in the lake solely to supplement 
natural flows for power production at Lookout Point Reservoir during 
infrequent periods of critically low runoff. 

At the time of authorization the prospective benefits to be derived 
from the proposed project were considered to be equal to the esti- 
mated costs. Because of price increases, the estimated costs increased 
from. $757,000 in 1948 to $1,010,000 in July 1957; however, the esti- 
mated benefits would be considerably less than the costs. Because 
of the apparent lack of economic feasibility, the project has been 
placed in an inactive category. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Witper M. Brucker, 
Secretary of the Army. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., October 21, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Publie Works, 
United States Senate, Washington, D. C. 


My Dear Mr. CuHatrMan: This is in reply to your letter of August 
24, 1957, requesting the views of the Bureau of the Budget on S. 2826, 
a bill to rescind the authorization for the Waldo Lake tunnel and 

regulating works, Willamette River, Oreg. 

The purpose of the bill is clearly stated in its title. 

The Secretary of the Army, in a report he is submitting to your 
committee on S. 2826, indicates that the Waldo Lake project is not 
economically feasible on the basis of present price levels, and has 
therefore been placed in an inactive category. 

Accordingly, the Bureau of the Budget would have no objection to 
the enactment of S. 2826. 

Sincerely yours, 
Roserr E. Merriam, 
Assistant Director. 
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EXTENDING TO THE HARBORS OF HAMPTON ROADS AND BALTI- 
MORE THE APPLICATION OF THE ACT OF JUNE 29, 1888, RELATING 
TO THE PREVENTION OF OBSTRUCTIVE AND INJURIOUS DIN RSi, 
POSITS IN THE HARBOR OF NEW YORK MICHIGA 

ers ry 

wv Ff *y 1 


Auaust 14, 1958.—Ordered to be printed MAIN 
READING ROOM 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
[To accompany H. R. 11697] 


The Committee on Public Works, to whom was referred the bill 
H. R. 11697) to amend the act of June 29, 1888, relating to the pre- 
vention of obstructive and injurious deposits in the harbor of New 
York, to extend the application of that act to the harbor of Hampton 
Roads, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to further amend the act of June 29 

i ’ 

IS88 (25 Stat. 209; 33 U.S. C. 441-451), as amended, relating to the 

prevention of obstructions and injurious deposits in the harbor of 

New York, to extend the application of that act to the harbor of 
Hampton Roads, Va., and Baltimore, Md. 


GENERAL STATEMENT 


The act of 1888, as amended, prohibits placing, discharging, or de- 
positing, by any process or in any manner, waste, sludge, acid or any 
other matter of any kind, other than that in a liquid state passing 
from streets or sewers, that might be obstructive and injurious to the 
use of the tidal waters of New York Harbor and certain adjacent 
waters. including Long Island Sound, for navigation and related 
purposs B. 

An officer of the Corps of Engineers designated by the Secretary of 
the Army as supervisor of the harbor is charged with the enforcement 


1 


of the provisions of the act. This supervisor has the duty of prevent- 
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ing any obstructive or injurious deposits in all waters under his juris- 
diction and preventing fishing and dredging of shellfish and other 
activity which would interfere with navigation of the entrance chan- 
nels of the harbor by ships of deep draft. Penalties are provided for 
violation of the provisions of the act. 

H. R. 11697 would make the provisions of the act of June 29, 1888, 
applicable to the tidal waters of the Hampton Roads area, including 
Norfolk Harbor, Portsmouth Harbor, Newport News Harbor, Hamp- 
ton Roads, and so much of the Chesapeake Bay and its tributary 
waters and adjacent areas as lie within the State of Virginia, and so 
much of the Atlantic Ocean and tributaries as lie within the juris- 
diction of the United States within or to the east of the State of 
Virginia, and to the tidal waters of the Baltimore Harbor and its 
adjacent and tributary waters, and so much of Chesapeake Bay and 
its tributaries as lie within the State of Maryland. 

The committee was advised that the principal problem in the 
Hampton Roads and Baltimore areas is one of oil pollution. This 
condition is created by the promiscuous discharge of bilge oil from 


vessels at anchor or at piers into the tid: al waters of these harbors. 


This discharge creates a hazardous situation from a fire standpoint. 
It also has the effect of fouling the condensers of vessels navigy iting 
in these waters and, when washed up on the beaches, interferes wit! 
their normal use for recreational purposes. 

The application of the 1888 act to the Hampton Roads and Balti- 
more Harbor areas would permit the Corps of Engineers to patrol 
the affected waters, make periodic inspections to detect violations, 
and more rigidly enforce the provisions of the various laws for preser- 
vation of navigable waters. In addition, before any type of mate ‘rial 
could be discharged into the waters a permit for such discharge would 
be required. This permit would a the discharge of the material 
at a specific location which would not be detrimental to commerce. 
At the present time, the policy of the Corps of Engineers is to act in 
connection with loc: ' polluted waters only on a specific complaint 
from the community involved. This bill would permit. all-year- 
round supervision of the Hampton Roads and Baltimore Harbor 
areas at an estimated average annual cost of $300,000 to the Federal 
Government. 

The committee was advised that officials of the cities, towns, and 
counties in the affected areas have held conferences and made studies 
of the oil-pollution problem, but it appears to be growing, in spite of 
the excellent cooperation from naval and shipping authorities. 

The committee believes this legislation to be highly desirable and 
recommends its enactment. 

The Department of the Army and the Bureau of the Budget have 
no objection to the enactment of H. R. 11697, as outlined in the 
following communication: 

JULY 2, 1958. 
Hon. Cuarues A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Re prese ntatives. 

Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 11697, 
85th Congress, a bill to amend the act of June 29, 1888, relating to 
the prevention of obstructive and injurious deposits in the harbor 
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of New York, to extend the application of that act to the harbor of 
Hampton Roads. 

The act of June 29, 1888, as amended (33 U.S. C. 441-451), pro- 
hibits the deposit of refuse or other kinds of matter in the tidal waters 
of New York Harbor and certain adjacent waters. An officer of the 
Corps of Engineers designated by the Secretary of the Army as super- 
visor of the harbor is charged with enforcement of the provisions of 
the act. This bill, H. R. 11697, would amend the act of 1888 by 
extending the application thereof to the harbor of Hampton Roads, 
Va., and adjacent waters. 

The Department of the Army interposes no objection to the enact- 
ment ot the above-mentioned bill. 

Enactment otf this bill would cause no apparent increase in the 

udgetary requirements of the Department. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Witsper M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 


THE Act or JUNE 29, 1888, As AMENDED (25 Srat. 209; 33 U.S. C. 
441 THrouaGH 451) 


\N ACT To prevent obstructive and injurious deposits within the harbor and 
adjacent waters of New York City, by dumping or otherwise, and to punish 
ind prevent such offenses 


Be it enacted by the Senate and House of Representatiwes of the United 
States of 4 {merica in C ONGTESS ASSE mbled, That the pl: vc ing, dischs arging, 
or depositing, by any process or in any manner, of refuse, dirt, ashes, 
cinders, mud, sand, dredgings, sludge, acid, or any other matter of 
any kind, other than that flowing from streets, sewers, and passing 
therefrom in a liquid state, in the [tidal waters of the harbor of New 
York, or its adjacent or tributary waters, or in those of Long Island 
Sound, ] waters of any harbor subject to this Act, within the limits which 
shall be prescribed by the supervisor of the harbor, is hereby strictly 
forbidden, and every such act is made a misdemeanor, and every per- 
son engaged in or w ho shall aid, abet, authorize, or instigate a violation 
of this — shall, upon conviction, be punishable by fine or im- 
prisonment, or both, such fine to be not less than two hundred and 
fifty dollars nor more than two thousand five hundred dollars, and the 
imprisonment to be not less than thirty days nor more than one year, 
either or both united, as the judge before whom conviction is obtained 
shall decide, one half of said fine to be paid to the person or persons 
giving information which shall lead to conviction of this misdemeanor. 

Sec. 2. That any and every master and engineer, or person or 
persons acting in such capacity, respectively, on board of any boat or 
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vessel, who shall knowing Ty engage in towing any scow, boat, or 
vessel loaded with any such prohibited matter to any point or place 
bh depenit, or discharge in the waters of [ihe harbor of New York, or 
in its rdjaceni, o1 uri butary waters, ¢ rin those of Long Island Sound, J 


any hai re subject to this Act. or to any po int or place elsewhere than 


tihin the limits defined ¢ and] permit ted by the supervisor of the harbor 
Dre ‘inal fter mentioned J, shall be deemed guilty of a violation of this 
and shall, upon conviction, be punishable as hereinbefore pro- 

\ rided for offe *nses in violation of section one of this act, and sia : lso 
have is | license revoked or suspended for a term to be fixed by Lilt 


judge before whom tried and convicied. 

Sec. 3. That in all cases of receiving on board of any scows or 
boats such forbidden maiier or substance as herein described, the 
oOwher Or Diasver, Or person acting in such capacity On board of such 
scows or boats, before proceeding to take or tow the same to the place 
of deposit, shall apply for and obtain from the supervisor of the harbor 
appointed hereunder a permit defining the precise limits within which 
the discharge of such scows or boats may be made; and it shall not be 
lawful for the owner or masier, or person acting in such capacity, of 
any iug or towboat to tow or move any scow or boat so loaded with 
such forbidden matter until such permit shall have been obtained; and 
every person violating the foregoing provisions of this section shall 
be deemed guilty of a misdemeanor, and on conviction thereof shall be 
punished by a fine of not more than one thousand nor less than five 
hundred dollars, and in addition thereto the master of any tug or tow- 
boat so offending shall have his license revoked or suspended for a term 
to be fixed by the judge before whom tried and convicted. 

And any deviation from such dumping or discharging place specified 
in such permit shall be a misdemeanor, and the owner and master, 
or person acting in the capacity of master, of any scows or boats 
dumping or discharging such forbidden matter in any place other 
than that specified in such permit shall be liable to punishment there- 
for as provided in section one of the said Act of June twenty-ninth, 
eighteen hundred and eighty-eight; and the owner and master, or 
person acting in the capacity of master, of any tug or towboat tow- 
ing such scows or boats shall be liable to equal punishment with the 
owner and master, or person acting in the capacity of master, of the 
scows or boats; and, further, every scowman or other employee on 
board of both scows and towboats shall be deemed to have knowledge 
of the place of dumping specified in such permit, and the owners and 
masters, or persons acting in the capacity of masters, shall be liable to 
punishment, as aforesaid, for any unlawful dumping, within the mean- 
ing of this Act or of the said Act of June twenty-ninth, eighteen 
hundred and eighty-eight, which may be caused by the negligence or 
ignorance of such scowman or other employee; and, further, neither 
defect in machine ry nor avoidable accidents to scows or towboats, nor 
unfavorable weather, nor improper handling or moving of scows or 
boats of any kind whatsoever shall operate to release the owners and 
master and employees of scows and towboats from the penalties 
hereinbefore mentioned. 

Every scow or boat. engaged in the transportation of dredgings, 
earth, sand, mud, cellar dirt, garbage, or other offensive material of 
any description shall have its name or number and owner’s name 
painted in letters and numbers at least fourteen inches long on both 
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sides of the scow or boat; these names and numbers shall be kept dis- 
tinctly legible at all times, and no scow or boat not so marked shall be 
used to transport or dump any such material. Each such scow or 
boat shall be equipped at all times with a life line or rope extending 
at least the length of and three feet above the deck thereof, such rope 
to be attached to the coaming thereof, also with a life-preserver and a 
life buoy for each person on board thereof, also with anchor to weigh 
not less than two hundred and seventy-five pounds, and at least one 
hundred feet of cable attached thereto; a list of the names of all men 
employed on any such scow or boat shall be kept by the owner or 
master thereof and the said list shall be open to the inspection of 
all parties. Failure to comply with any of the foregoing provisions 
shall render the owner of such scow or boat liable upon conviction 
thereof to a penalty of not more than five hundred dollars. 
[The supervisor of the harbor of New York, designated as provided 
in section five of the said Act of June twenty-ninth, eighteen hundred 
and eighty-eight, is authorized and directed to appoint inspectors and 
deputy inspectors, and, for the purpose of enforcing the provisions of 
this Act and of the Act aforesaid,] Each supervisor of a harbor is 
authorized and directed to appoint inspectors and deputy inspectors, and, 


for the purposes of enforcing this Act and the Act of August 18, 1894, 


entitled “An Act making appropriations for the construction, repair, 
and preservation of certain public works on rivers and harbors, and for 
ther purposes” (28 Stat. 338), and of detecting and bringing to punish- 
ment offenders against the same, the said supervisor of the harbor, 
and the inspectors and deputy inspectors so appointed by him, shall 
have power and authority: 

irst. To arrest and take into custody, with or without process, 
any person or persons who may commit any of the acts or offenses 
prohibited by this section and by the Act of June twenty-ninth, 
eighteen hundred and eighty-eight, aforesaid, or who may violate any 
of the provisions of the same: Provided, That no person shall be 
arrested without process for any offense not committed in the presence 
of the supervisor or his inspectors or deputy inspectors, or either of 
them: And provided further, That whenever any such arrest is made 
the person or persons so arrested shall be brought forthwith before a 
commissioner, judge, or court of the United States for examination 
of the offenses alleged against him; and such commissioner, judge, or 
court shall proceed in respect thereto as authorized by law in ease of 
crimes against the United States. 

Second. To go on board of any scow or towboat engaged in unlaw- 
ful dumping of prohibited material, or in moving the same without a 
permit, as required in this section of this Act, or otherwise violating 
any of the provisions of this section of this Act, and to seize and hold 
said boats until they are discharged by action of the commissioner, 
judge, or court of the United States before whom the offending per- 
sons are brought. 

Third. To arrest and take into custody any witness or witnesses 
to such unlawful dumping of prohibited material, the said witnesses to 
be released under proper bonds. 

Fourth. To go on board of any towboat having in tow scows or 
boats loaded with such prohibited material, and accompany the same 
to the place of dumping, whenever such action appears to be necessary 
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to secure compliance with the requirements of this Act and of the Act 
aforesaid. 

Fifth. To enter gas and oil works and all other manufacturing 
works for the purpose of discovering the disposition made of sludge, 
acid, or other injurious material, whenever there is good reason to 
believe that such sludge, acid, or other injurious material is allowed to 
run into the tidal waters of the harbor in violation of section one of 
the aforesaid Act of June twenty-ninth, eighteen hundred and eighty- 
eight. 

Every person who, directly or indirectly, gives any sum of money 
or other bribe, present, or reward, or makes any offer of the same to 
any inspector, de puty inspe ctor, or other employee of the office of [the 
supervisor of the harbor] any supervisor of a harbor with intent to in- 
fluence such inspector, de puty inspector, or other employee to permit 
or overlook any violation of the provisions of this section or of the said 
Act of June twenty-ninth, eighteen hundred and eighty-eight, shall, on 
conviction thereof, be fined not less than five hundred dollars nor more 
than one thousand dollars, and be imprisoned not less than six months 
nor more than one yvear. 

Every permit issued in accordance with the provisiol is of this sec- 
tion of this Act, which may not be taken up by an inspector or leeks 
inspector, shall be — ned within four days after — ance to the office 
of the supervisor of the harbor; such permit shall bear an indorsement 
by the master of the nator or the person acting in such capacity, 
stating whether the permit has been used, and, if so, the time and 
place of dumping. Any person violating the provisions of this section 
Shall be liable to a fine of not more than five hundred dollars nor less 
than one hundred dollars. 

Sec. 4. That all mud, dirt, sand, dredgings, and material of every 
kind and description whatever taken, dredged, or excavated from 
any slip, basin, or shoal in [the harbor of New York, or the waters 
adjacent or tributary thereto, ] any harbor subject to this Act and placed 
on any boat, scow, or vessel for the purpose of being taken or towed 
open [the waters of the harbor of New York] the waters of that harbor 
to a place of deposit, shall be deposited and discharged at such place 
or within such limits as shall be defined and specified by the supervisor 
of the harbor, as in the third section of this act prescribed, and not 
otherwise. Every person, firm, or corporation beg the owner of any 
slip, basin, or shoal, from which such mud, dirt, sand, dredgings, and 
material shall be taken, dredged, or excavated, and every person, firm, 
or corporation in any manner engaged in the work of dredging or 
excavating any such slip, basin, or shoal, or of removing such mud, 
dirt, sand, or ‘dredgings therefrom, shall severally be responsible for 
the deposit and discharge of all such mud, dirt, sand, or dredgings at 
such place or within such limits so defined and prescribed by said 
supervisor of the harbor; and for every violation of the provisions of 
this section the person offending shall be guilty of an offense against 
this act, and shall be punished by a fine equal to the sum of five 
dollars for every cubic yard of mud, dirt, sand, dredgings, or material 
not deposited or discharged as required by this section. Any boat or 
vessel used or employed in violating any provision of this act, shall 
be liable to the pecuniary penalties imposed thereby, and may be 
proceeded against, summarily by way of libel in any district court 
of the United States, having jurisdiction thereof. 
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SEc. That an officer of the Corps of Engineers shall, for each 
harbor shied to this Act, be designated by the Secretary of the Army 
as supervisor of the harbor, to act under the direction of the Chief 
of Engineers in enforcing the provisions of this Act, and in detecting 
offenders against the same. [This officer] Hach such officer shall have 
person: al charge and supervision under the Chief of Engineers and 
shall direct the patrol boats and other means to detect and bring to 
punishment offenders against the provisions of this Act. 

[Sec. 6. That the sum of thirty thousand dollars or so much thereof 
as may be necessary, is hereby appropriated to carry out the provi- 
sions of this act; and the Secretary of the Treasury is hereby author- 
ized to pay that sum from moneys in the Treasury not otherwise 
app ‘opriated. j 

Se c. 6. That the fol llowing harbors shall be subject to this Aet: 

1) The harbor of New York. 
The harbor Of Hampton Roads. 
The harbor of Baltamore 

SEC. 1 That for the pur poses of this Act 
The term “harbor of New York’ means the tidal waters of the 
harbor of New York, its adjacent and tributary waters, and those of 
Long Island Sound. 

y T) ern “‘harbo of Ham) . Road: om hs . the tidal waters of 
the harbors of Norfolk, Portsm ae: Vew port Hampton Roads, 
and their adjacent and tributary waters, so muc h of the ( hesapeake Bay 
and ils tributarie s as li w than the Stats oO} Vir yur i, and so much of 
the Atlantic Ocean and its tributaries as lies u ‘thin the jurisdiction of 
the lnited States within or to the east of the State of Virginia. 

3) The term “harbor of Baltimore’ means the ti dal waters of the 
harbor of Baltimore and its adjace nt an / tributary waters, and so much 
Of Che sa peake Bay and its tributaries as li¢ within the State of Maryland. 


O 
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Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
[To accompany H. R. 12216) 


The Committee on Public Works, to whom was referred the bill 
(H. R. 12216) to designate the dam and reservoir to be constructed 
on the Cumberland River near Carthage, Tenn., as the “Cordell Hull 
Dam and Reservoir,” having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 12216 is to designate the Carthage Dam and 
Reservoir on the Cumberland River near Carthage, Tenn., as the 
Cordell Hull Dam and Reservoir, and any law, regulation, map, docu- 
ment, record, or any other paper of the United States in which such 
dam is referred to under any other name or designation shall be held 
to refer to such dam as the Cordell Hull Dam and Reservoir. 


GENERAL STATEMENT 


The Carthage Dam site is located on the Cumberland River 313.5 
miles sbove its mouth and about 5 miles north (upstream) of Carthage, 
Tenn. 

The Carthage Dam and Reservoir was authorized by the River and 
Harbor Act approved July 24, 1946. The project is a multiple- 
purpose development for flood control, navigation, development of 
hydroelectric power, and other purposes. The dam will have a 
maximum height of 98 feet, and the powerplant will have an installa- 
tion of four 23,000-kilowatt units, a total of 92,000 kilowatts. 

The reservoir will have a total storage capacity of 355,000 acre-feet, 
of whieh 106,000 acre-feet will be reserved for flood control, 32,000 
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acre-feet pondage allowance for power, and 217,000 acre-feet of dead 
storage. The reservoir will have an area of 15,000 acres. The 
estimated cost of the project is $41,800,000. Construction on the 
project has not been started. 

H. R. 12216 would designate the dam and the body of water behind 
the dam as the Cordell Hull Dam and Reservoir, and any law, regula- 
tion, document, or record of the United States in which such dam and 
reservoir is designated or referred to under any other name or designa- 
tion shall be held to refer to such dam and reservoir as the Cordell Hull 
Dam and Reservoir. 

DISCUSSION 


The committee believes it fitting that the designation of this dam 
and reservoir be changed to honor the late Secretary of State who 
had a long and distinguished career of public service to his State and 
the Nation. Cordell Hull was a native of Carthage, Tenn., served as 
a Member of the House of Representatives from 1907 to 1931, a 
Member of the United States Senate from 1931 to 1933. at which 
time he resigned and became Secretary of State, in which capacity he 
served until 1945, and was the recipient of the Nobel peace prize in 
1945 

The committee has been advised that the bill has the approval of 
interested individuals and groups in the State of Tennessee, and 
recommend enactment of the legislation, believing that naming the 
dam and reservoir near Carthage for Cordell Hull would be most 
appropriate in honor of a great statesman and American 
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Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


{To accompany H. R. 13342] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 13342) to provide for a survey of Parish Line Canal, La., 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to direct the Secretary of the Army 
acting through the Chief of Engineers, to cause a survey to be made 
of the Parish Line Canal, La., with a view to determining the feasibility 
of a navigation channel. 


GENERAL STATEMENT 


The Parish Line Canal, which is located between Jefferson and St. 
Charles Parishes, was the incidental result of excavating for material 
used in constructing the Federal flood-control levee along the west 
boundary of Jefferson Parish, La. The canal is currently used by 
small pleasure and fishing craft. Local interests desire the main- 
tenance of an adequate navigation channel in the Parish Line Canal. 
The Department of the Army advised that it had not made a survey 
to determine whether improvement and maintenance of the canal, as 
proposed, is advisable, and that no authority existed for making such 
a survey. 

A navigation survey of the type that would be required to determine 
the advisability of improvement or maintenance of the Parish Line 
Canal would normally be directed as a result of a committee resolution 
authorizing the Corps of Engineers to undertake a review of previous 
reports. In this case, however, since there have been no previous 
reports covering navigation along this canal, the only way in which a 


20006 





2 PROVIDING FOR A SURVEY OF PARISH LINE CANAL; BA. 


survey can be authorized is through the enactment of legislation. 
ae 6 ag of the canal which would be surveyed under the provisions 

f H. R. 13342 would be that part lying west of and contiguous to the 
oe ke ction levee of Je _ son Parish, La., and running parallel 
to the boundary line between Jefferson Parish and St. Charles Parish, 
La., and running northward rae the rights-of-way of the Illinois 
Central Railroad to Lake Pontchartrain. 

Representatives of the Corps of Engineers advised that they had no 
obje ction to the enactment of this legislation. 

The estimated Federal cost of the survey is $15,000. 

The committee believes this survey is advisable in order that 
recommendations can be submitted to Congress on this matter. The 
committee further believes that an orderly program ot reports and 
investigations form the basis for our civil works program, and should 
be carried forward as expeditiously as possible. 

Approval of H. R. 13342 is therefore recommended by the com- 
mittee. 

© 
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\[r. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 
[To accompany 8. 4287] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 4287) to amend the act of July 27, 1956, relating 
to detention of mail for temporary periods in certain cases, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of this legislation is to amend a provision contained 
in section 2 of Public Law 821, 84th Congress, which since enactment 
has proven ineffective for the purpose for which it was intended. 

This legislation is based on an official recommendation of the Post 
Office Department. 

STATEMENT 


This measure deals with a matter of very great concern to the 
committee. That is, how to prevent use of the United States mails for 
the dissemination of obscene printed and pictorial matter. 

The purpose of the law being amended was to close a loophole in 
long existing laws which prohibited the mailing of obscene matter. 
However, since its enactment, it has been found that the law did not 
fully accomplish its purpose, 

The House bill in its original form was carefully worked out in 
cooperation with the American Bar Association which supported it. 
It provided adequate legal protection against any possible administra- 
tive abuse or arbitrary decisions. During subseque nt consideration 
of the bill, it was amended in the Senate and it is that amendment 
which is now causing the trouble. 
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AGENCY VIEWS 


The following are pertinent extracts from an official letter from the 
Post Office Department recommending two alternative solutions to 
the problem, the second of which is embodied in this measure: 


Orrice OF THE PosTMASTER GENERAL, 
Washington, D. C., September 23, 1957. 
Hon. Tom Murray. 
Chairman, Committee on Post O fhice and Civil Service, 
House of Re prese ntatives. 

Dear Mr. CuatrMan: Reference is made to your request for report 
on H. R. 4383, a bill to amend the act of July 27, 1956, relating to 
dete ntion of ma for t temporary periods in certain cases. 

This measure oul repeal section 2 of the act approved July 27, 
we (70 Stat. 699, 700; 39 U.S. C., sec. 259¢), relating to the authority 
of the Postmaster General to hold and detain mail for temporary 
sei in certain cases. Section 2 of the act of July 27, 1956, provides 
as follows: 

“Sec. 2. The provisions of this Act shall not apply to mail addressed 
to publishers or distributors of publications which have entry as 
second-class matter under the Act of March 3, 1879, as amended 
ch. 180, 20 Stat. 3: D8 39 U.S. C. 221, et. seq.), or to publishers or 
distributors of copyri chted books and other public ‘atl as to which 
certificate of registration of copyright has been issued under th 
copyright laws of the United States (tile 17, U.S.C 


* 


The exemptions under section 2 are so broad as to render section | 
of the act almost useless. 

First: The first clause of the section exempts from the impounding 
authority mail addressed to “distributors” of publications which have 
entry as second-class matter, in addition to the publishers of such 
pub lications. By the use of the word “distribut rs” the exemption 
is opened up almost without limitation. From a careful study of the 
debates in Congress at the time section 2 of the law was under discus- 
sion, it appears that the actual intent may have been to exempt mail 
addressed to publishers of the second- class publications and mail 
addressed to the “agents” of such publishers. If the first clause of 
section 2 were restricted to refer to mail addressed to publishers of 
second-class publications and to mail addressed to their agents, such 
restriction would greatly narrow the scope of the exemption and would 
make possible more effective operation under the first section of the 
law. Such change would not endanger any safezuards which were 
intended to be provided by the first clause of section 2 

Second: The second clause of section 2 exempts mail ad lressed 

‘‘publishers or distributors of copyrighted books and other publications 
as to which certificate of registration of copyright has been issued 
under the copyright laws of the United States.” 

* * * * * * * 


This provision of section 2 also is an almost complete block to the 
use of section 1 of the act. This is especially true with respect to 
the more informed dealers in obscenity. \ recent example serves to 
illustrate this point. A circular was recently brought to the attention 
of the Department which plainly and brazenly advertises obscene 
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matter for sale and furnishes information as to where, how, and from 
whom the matter can be obtained. Therefore, action under section 
259a of title 39, United States Code, is certainly warranted as also is 
the impounding of the offender’s mail pending final departmental 
decision. However, many of the publications described in the cir- 
cular bear copyright notices. The circular itself bears a “C’’ enclosed 
within a circle, Soreethas r with the name of the company, as required 
by section 19 of title 17, United States Code. Although application 
apparently has not been ma le for copyright of the e’'rcular and other 
material bearing copyright notices, yet from information which this 
Department has obtained from the Copyright Office, Library of 
Congress, the issuance of a copyright is almost a ministerial function 
after proper application has been made and the Copyright Office has 
determined that all formalities of law have been observed. Thus, it 
would seem that with the printing of the proper notice as required by 
section 19 of title 17, United States Code, the issuance of a certificate 
of registration of copyright could result at any time application for 
such certificate was made by the company. 

It is the view of this Department that section 2 of the act of July 27, 
1956, is unnecessary. T his view is concurred in by the administrative 
law section of the American Bar Association, which adopted the fol- 
lowing resolution at the caniliies held on September 22-23, 1956: 

‘Resolved, That the officers of the section of administrative law are 
authorized to advise the appropriate committees of the Congress and 
the Post Office Department of the section’s disapproval of section 2 
of Public Law 821 approved on July 27, 1956, relating to the detaining 
of mail in certain cases.” 

This Department feels that section 2 of the act of July 27, 1956, 
should be repealed in its entirety, and approves H. R. 4383, as 
presently drafted. 

On the other hand, it is recognized that some safeguards probably 

should be retained with respect to mail addressed to publishers of 
oem class publications and their agents. If such also is the view 
of the Congress, this purpose could be accomplished by amending 
H. R. 4383 by striking out all the language after the enacting clause, 
and by inserting in lieu thereof, the following: 
“That section 2 of the Act entitled ‘An Act to authorize the Post- 
master General to hold and detain mail for temporary periods in 
certain cases’, approved July 27, 1956 (70 Stat. 700), is hereby 
amended to read as follows: 

“Sec. 2. The provisions of this Act shall not apply to mail 
addressed to publishers of publications which have entry as second- 
class matter under the Act of March 3, 1879, as amended (ch. 180, 
20 Stat. 358; 39 U. S. C. 221, et seq.), or to mail addressed to the 

ents of such sublishe ~~” 

“The amendment suggested above would amend the first clause of 
section 2 of the act of July 27, 1956, by deleting the reference to 

“distributors” and by making the provisions of the clause apply only 
to mail addressed to publishers of second-class publications and to 
mail addressed to agents of such publishers. The exception with 
respect to copyrighted material now contained in section 2 would 
be dropped through the enactment of the measure, amended as 
quoted above. The Department is convinced that the exception with 
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respect to copyrighted material only provides a loophole to prevent 
enactment of section 1 of the law (839 U.S. C., sec. 259b). 

This Department strongly urges the enactment either of legislation 

mtentaon! to i. 2 sitig Sop pagent kaa area Manca ivan areal 

The Bureau of the Budget has advised that there would be no 

objection to the submission of this report to the committee 

Sincerely yours, : 

EK. O. SESSIONS, 
Acting Postmaster General. 


CHANGES IN EXISTING LAW 
In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as | 
reported, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 
Pusitic Law 821, 84rH CoNnGREss | 
AN ACT To authorize the Postmaster General to hold and detain mail for | 
temporary periods in certain cases | 
| 

Be it enacted by the Senate and House of Repre sentatives of the United 
States of 2 America in Conagre SS @GSSé@7nN bled, That (a) whe never the Post- 
master General shall determine during proceedings before him that | 


in the administration of the Act of August 16, 1950 (839 U.S. C. 259a), 
such action is necessary to the effective enforcement of such Act, he 
may enter an interim order directing that mail addressed to any per- 
son be held and detained by the postmaster at the post office of deliv- 
ery for a period of twenty days from the effective date of such order. 
Notice of such order, advising such person of the holding and detention 
and setting forth in specific detail the reasons therefor, together with 
a copy of this Act, and the aforesaid Act of August 16, 1950, shall be 
sent forthwith by registered or certified mail to such person at the post 
office at which such mail is to be held and detained. Any such order 
for the holding and detention of mail addressed to any person shall 
expire at the end of the twenty days after the issuance thereof unless 
the Postmaster General shall file, prior to the expiration of such 
twenty-day period, a petition in the United States district court for 

the district in which the post office in which such mail is held or de- 

tained is situated, and obtain an ord>r directing that mail addressed 
to such person be held and detained for such further period as the 
court shall determine. Notice of the filing of any such petition shall | 
be given forthwith by the clerk of the court in which such petition is 

filed to such person, at the post office at which the mail is being de- 
tained (or otherwise as the clerk of the court shall determine th 
appropriate), and such person shall have five days in which to appea 

and show cause why such order should not issue. If, upon all the evi- 

dence before it, the court shall determine that the continued withhold- i 
ing and detention of mail addressed to such person is reasonable and 
necessary to the effective enforcement of the Act of August 16, 1950, 
it shall forthwith issue an order directing that mail addressed to such 
person be held and detained by the postmaster at the office of delivery 
until conclusion of the proceeding by the Postmaster General or until 
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further order of the court. If the court shall determine, upon all the 
evidence before it, that the continued withholding and detention of 
mail addressed to such person is not reasonable or necessary in the 
administration of such Act, it shall dismiss the petition and order all 
mail addressed to such person held or detained in any post office to be 
released forthwith for delivery. An appeal from the order of the 
court shall be allowed as in civil causes. Any order of the Postmaster 
General or of the district court, under this Act, may be dissolved by 
such court at any time for cause, including failure to conduct ex- 
peditiously the proceedings instituted against such person before the 
Postmaster General with respect to the Act of August 16, 1950 (39 
U.S. C. 259a). When, under any order herein authorized to be — 
by the Postmaster General or the district court, a person’s mail, 1 
detained and held by the postmaster at the office of delivery, a 
person shall have the right to examine said mail and receive suc +h mail 
as clearly is not connected with the alleged unlawful activity. 

(b) As used in this Act the term ‘‘person” means any individual, 
firm, corporation, company, partnership, or association. 

(c) Action by the Postmaster General in issuing the interim order 
provided for herein and petitioning for a continuance of such order 
under this Act, shall not be subject to the requirements of the Admin- 
istrative Procedure Act (ch. 19, title 5, U.S. C.). 

[Sec. 2. The provisions of this Act shall not apply to mail addressed 
to publishers or distributors of publications which have entry as 
second-class matter under the Act of March 3, 1879, as amended 
(ch. 180, 20 Stat. 358; 39 U.S. C. 221, et seq.), or to publishers or 
distributors of copyrighted books and other publications as to which 
certificate of registration of copyright has been issued under the 
copyright laws of the United States (title 17, U. S. C.).J 

Sec. 2. The provisions of this Act shall not apply to mail addressed 

publishers of publications which have entry as second-class matter 
under the Act of March 8, 1879, as amended (ch. 180, 20 Stat. 358; 39 
U.S. C. 221, et seq.), or to mail addressed to the agents of such publishers. 


O 
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\ir. Cuavez. from the Committee on Public Works, submitted the 
following 


REPORT 


S. 4266 


Committee on Public Works, to whom was referred the bill 

to establish the United States Study Commission on the 

Neches, Trinity, Brazos, Colorado, Guadalupe-San Antonio, Nueces, 

and San Jacinto River Basins, and intervening areas, having con- 

sidered the same, report favorably thereon with an amendment and 
recommend that the bill do pass. 


‘| amendment is as follows: insert ‘‘a different’? after the word 


RPOSI 


Hill is LO authorize thr establishment Of a United 

sion which would | » respo sible for the prepa- 

al d coope rative Secagts ratio) ’ studies, al d sur- 

L and water resources in that part of the State of Texas 
would be bounded on the northeast DY the Neches Rive Basin 
the south and west by the Nueces and Colorado Rive ‘T Basins. 
7 3 plan s for 
development of land and water resources of the area and saben ‘ 
a o the President and the Congress. The Study 

Commission would be composed of 14 members who would be ap- 
poited by the President. Six members would be from Federal 


i on 


yy USSION would be en ynowered Lo prepare 
i 


report oO site 2 » 


tnhients. seven members would be from the respective river 
ach of whom shall be a resident of a different one of the river 
mmbodied within the study area. The Chairman, who would 
member, would be a resident of one of the basins embraced 


Ly area 
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The Commission would cease to exist within 3 months from the 
date of its submission of its final report to the President. Before the 
Commission takes final action in approving such report for submission 
to the President, shall transmit a copy of such report to appropriate 
Federal departments and agencies and to the Governor of the State 
of Texas for review and comments. These departments and agencies 
and the Governor of Texas would be permitted 90 days to review and 
make comments on such report, and the Commission may adopt in its 
report to the President any views, comments, and recommendations so 
submitted and change its report accordingly. The President shall, 
within 90 days after the receipt by him of the final report of the Com- 
mission, transmit it to Congress with his views, comments, and recom- 
mendations. 

DISCUSSION 


The State of Texas is similarly situated to many other areas of the 
country in that its possibilities for economic and population growth 
is based to a large extent on full utilization of its land and water 
resources. The basins which are proposed to be included in the study 
area yield a large percentage of the water of the State, and at the 
same time these flows are of such magnitude that they frequently 
menace existing developments, and discouraging improvement in the 
fertile flat valley lands. In other instances the erratic flows discourage 
many potential developments. 

In the eastern portion of the State the average annual rate of 
rainfall is quite high and the natural drainage channels have rather 
flat slopes and channel capacities are limited in their meandering 
course through the area. In the Colorado Basin, particularly, ground 
covering is quite spare and the stream slopes vary from moderately 
steep to a flattening in the eastern area. In times of intense general 
rainfall, runoff is concentrated into the lower lying areas with the 
resultant inundation of many acres of agricultural land. Complete 
utilization of land and water resources is essential in developing a 
sound and permanent economy. 

As of March 15, 1958, over 500 State and local agencies had been 
created under State laws to deal with water problems in their respective 
areas. Most of the agencies are active in accordance with their 
statutory authority. In other cases their status is unknown. 

The enactment into law of S. 4266 would provide for coordinated 
studies of plans for improvements which are to have as their purpose 
the enhancement of opportunities for a large segment of the population 
of the State of Texas. 

Many flood control, hydroelectric power, navigation, irrigation, 


watershed protection, water pollution control, and other water and 


land resources development projects have be | constructed, ure 
under construction, authorized and being planned in this area. The 
Study Commission would review all existing and proposed projects 
with the view to fully coordinating the purposes of those projects in 
existence, under construction, authorized, those being planned, and 
those to be planned, so that there will be as a result the best utilization 
of land and water resources of the area. It is not the purpose or 
function of the Commission to interfere with or delay improvements, 
but to work out arrangements for the fullest utilization of all land and 


water resources projects. 
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GENERAL STATEMENT 


The committee believes that the enactment of this legislation will 
permit careful planning for use of land and water resources of the ares 
and accordingly recommends its enactment. 

The committee has requested the views of several Federal agencies 
on this legislation. Specific suggestions have not been received. 
However, the language contained in this bill is quite similar to the 
language contained in a similar bill to authorize a Study Commission 
for the southeastern portion of the United States which had general 
approval of the Bureau of the Budget. 

Therefore, the committee is of the opinion that there should be no 
objections by the Federal agencies to this type of legislation. 


O 
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Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 13549] 


The Committee on Finance, to whom was referred the bill (H. R. 
13549) to increase benefits under the Federal old-age, survivors, and 
disability insurance system, to improve the actuarial status of the 
trust funds of such system, and otherwise improve such system; to 
amend the public assistance and maternal and child health and wel- 
fare provisions of the Social Security Act; and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


ORGANIZATION OF THE REPORT 


The committee approved bill would amend three important parts of 
the Social Security Act. Old-age, survivors and disability insurance, 
title II; Public Assistance, titles I, 1V, X, and XIV; and Maternal and 
Child Welfare, title V. Sections I, II, and III of this report are 
concerned primarily with old-age, survivors, and disability insurance. 
Section IV is concerned with public assistance and maternal and child 
welfare, and section V is a section-by-section analysis of the bill. 


I. PURPOSE AND SCOPE OF OLD-AGE, SURVIVORS, AND 
DISABILITY INSURANCE PROVISIONS 


The old-age and survivors insurance benefit structure and the 
contribution schedule by which the benefits are financed have not 
been revised by the Congress since 1954. Since that date there have 
been significant increases in wages and prices; also, new cost estimates 
have shown an increase in the actuarial deficit of the program. In the 
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light of these developments, the committee believes that the Congress 
should take prompt action to assure that the program be kept both 
effective and actuarilly sound. 

Twelve million now rely on monthly checks from the social-security 
system as the foundation of their economic security. For the over- 
whelming majority of these aged and disabled persons, widows and 
orphans, these benefits are the major source of their support. As 
prices have risen in recent years the purchasing power of social- 
security benefits has been cut. 

Moreover, there are 75 million people who are currently contribut- 
ing under the social-security program toward the benefits that they 
and their families will need when they in their turn become too old or 
too disabled to work or when they die. These 75 million persons, 
together with their dependents, represent practically all Americans 
not already in the retired group. The benefit protection toward 
which these workers are contributing has been deteriorating in 
relation to the wages they are now earning. For although wages 
have gone up, the system has not bean adjusted to take this fact 
into account. In a dynamic economy such as ours it Is necessary 
that the social-security system be periodically amended to keep up 
to date the maximum earnings base which governs how much of each 
worker’s annual earnings is subject to contributions and counted 
toward his social-security protection, in order to keep benefit amounts 
generally in line with changing prices, wages, and levels of living. 

The latest long-range cost estimates prepared by the Chief Actuary 
of the Social Security Administration show that the old-age and sur- 
vivors insurance part of the program (as distinct from the disability 
part) is further out of actuarial balance than it had been expected to 
be. When the last major changes were made in 1956 the estimates 
prepared at that time showed an expected long-range actuarial deficit 
for old-age and survivors insurance of two-tenths of 1 percent of 
payroll on an intermediate cost basis. More recent estimates show 
that the old-age and survivors insurance part of the program is now 
expected to be out of balance by fifty-seven one-hundredths of 1 
percent of payroll. 

The disability insurance part of the program, on the other hand, 
shows a definite actuarial surplus. This is not unexpected, since the 
benefits that were provided when disability insurance protection was 
first made a part of the social-security program in 1956 were put on 
a conservative basis. Not only are the contributions imposed for the 
purpose of financing the disability side of the program fully adequate 
to meet outgo, so far as can be determined at this time, but there is 
some room for improvements in the protection afforded to disabled 
workers and their families. 

Your committee believes that there are four major ways in which 
the old-age survivors and disability insurance programs should be 
improved. In addition, the committee has approved certain im- 
provements in the public assistance and maternal and child welfare 
programs which are discussed later in this report. 

The committee-approved bill would make the following major 
nanan in the OASDI programs: 

The financial basis of the old-age, survivors, and disability 
insurance program would be strengthe ned so as to make certain that 
it is sound, 
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Old-age, survivors, and disability insurance benefit amounts 
would be increased. 

The maximum limitation on the annual amount of earnings that 
can be credited toward benefits and taxed for old-age, survivors, and 
disability insurance purposes would be increased. 

The disability insurance provisions of the program would be 
improved through the provision of benefits for dependents of disabled 
workers, through the elimination of the provision offsetting certain 
other disability benefits, and in other ways. 


A. STRENGTHENING THE FINANCIAL BASIS OF THE SYSTEM 


In addition to the need for action to reduce the insufficiency in 
the financing of old-age and survivors insurance over the long range, 
there is need for action to improve the condition of the system over 
the next few years. This year, for the first time in the 18 years 
since benefits were first paid, the income to the old-age and survivors 
insurance trust fund is slightly less than the expenditures from the 
fund. If no changes are made, outgo will continue to exceed income 
in each year until 1965. A situation where outgo exceeds income 
for 7 or 8 years is one that should not be permitted to continue. 
Public confidence in the system—so necessary if it is to provide 
real security for the people—may be impaired if the trust fund 
continues to decline. 

These considerations have led the committee to approve the provi- 
sion of the House bill under which a new schedule of contribution 
rates would be put into effect immediately. 


B. InNcrREASE IN BENEFIT AMOUNTS 


The committee believes that adjustments in old-age, survivors, and 
disability insurance benefit amounts are necessary at ‘this time. Since 
the last benefit increase was put into effect in 1954, wages have in- 
creased by about 12 percent and prices by 8 perce nt. The generally 
higher level of the economy means that a benefit increase is required 
now if the program is to continue to be effective and if the serious hard- 
ships beneficiaries are facing are to be relieved. 

A survey of beneficiaries made by the Department of Health, Edu- 
cation, and Welfare in December 1957 showed that for most benefi- 
ciaries old-age and survivors insurance benefits constitute the major 
source of income. Of the married couples on the benefit rolls, 12 per- 
cent had no income other than their benefits, and 60 percent had less 
than $1,200 of such other income. If only permanent retirement 
income is considered, 30 percent of the married couples had no such 
income other than their old-age and survivors insurance benefits, and 
only 20 percent had as much as $1,200 of such other income. The 
situation of single retired workers and of aged widow beneficiaries is 
less favorable than that of the married couples. Clearly, since their 
benefits are such an important part of their income, the beneficiaries 
will be in real need if benefit amounts are not adjusted in the light of 
rising prices, wages, and levels of living. 
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C. INCREASE IN THE Maximum Earnincs BASE 


Provision is made in the committee-approved bill, as in the House 
bill, for increasing from $4,200 to $4,800 the maximum on the annual 
amount of earnings on which workers pay social-security taxes and 
which count in the computation of their benefits. The committee 
believes the rise in earnings levels makes such an increase appropr late. 
If the earnings base is not increased as wages rise, the w meereees 
character of the system will be weakened and eventually lost. In 1956 
about 64 percent of regularly employed men would have had all ear 
wages credited toward benefits under the $3,600 base that was adopted 
in that year. The $4,200 earnings base adopted in 1954 would have 
covered all the wages of about 56 percent of such workers. In 1957 
only 43 percent had all their wages credited; about 56 percent would 
have received full credit under a $4,800 base. An increase to $4,800 
would restore the situation which prevailed in 1954 and thus, in our 
opinion, would be a conservative adjustment to the rise in wages that 
has taken place. 


D. ImprRoOVEMENTsS IN DisaBILity PROTECTION 


The Social Security Amendments of 1956 extended the insurance 
protection of the social security program to provide monthly benefits 
for insured workers who are no longer able to work because of an 
extended total disability. The disability provisions that were decided 
upon at that time were purposely conservative in order to reduce to a 
minimum the problems that are inevitable in a new program of this 
kind. It was expected that, as experience under these provisions was 
gained, and as the soundness of the program was confirmed by this 
experience, necessary improvements would follow. In recognition of 
the favorable experience that has developed not only under the cash 
benefit provisions but also under the so-called disability freeze provi- 
sions that have been in effect since 1955, both the House and the 
committee-approved bills broaden the protection now provided 
against the risk of extended, total disability. They also remove 
certain provisions that have proved unnecessarily strict and, in some 
situations, have caused inequities. 

All of the recommended improvements in the disability provisions 
of the program can be adequately financed from the contributions 
already earmarked for the Federal Disability Insurance Trust Fund. 
(7) Be nefits for de pende nts of disability ins uUrance be neficiarre S 

Both the House and the committee-approved bills provide additional 
protection for the families of disabled workers. Present law pro- 
vides monthly benefits for disabled workers who have attained age 50, 
but no provisions are made for the dependents of these people. This 
IS & serious gap in the protection prov.ded under the ee Ac- 
cordingly, the committee- approved bill, like the House bill, provides 
for monthly benefits for the dependents of disability insurance bene- 
ficiaries. These benefits would parallel those now provided for the 
dependents of retired workers. 


(2) Elimination of the disability benefits offset provision 
Both the House bill and the committee -approved bill would elimi- 
nate the disability benefits offset provision of present law. This 
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provision requires that the monthly social security benefits payable 
to disabled workers (and those payable to persons disabled in 
childhood) be reduced by the amount of any periodic benefit pay- 
able on account of disability under other Federal programs (other 
than veteran’s compensation) or a State workmen’s compensation 
system. The application of this requirement has produced in- 
equitable effects. 

The cemmittee believes that disability benefits payable under 
the national social security system should be looked upon as providing 
the basic protection against loss of income due to disabling illness, 
and we have concluded that it is undesirable, and incompatible with 
the purposes of the program, to reduce these benefits on account of 
disability benefits that are payable under other programs. 


(3) Retroactivity for applications for disability benefits and the disability 
freeze 

Both the House bill and the committee-approved bill also would 
make two changes in the disability provisions of the program that are 
designed to protect the benefit rights of disabled workers. To avoid 
penalizing disabled workers who do not file timely applications for 
disability benefits, both bills include a provision under which these 
benefits, like old-age insurance benefits, may be payable retroactively 
for as many as 12 months before the month in which the worker ap- 
plies for them. For a s.milar reason—to assure that disabled workers 
who are eligible to preserve their benefit status through the present 
disability freeze provision are not precluded from doing so only 
because they fail to file timely applications for a disability freeze— 
the bills provide for a 3-year postponement of the present deadline, 
June 30, 1958, for filing fully retroactive disability freeze applications. 


(4) Modifications in the work requirements for eligibility for disability 
protection 

Under present law a disabled worker may fail to qualify for dis- 
ability insurance benefits or a disability freeze only because he did not 
work in covered employment during the last year or two before his 
impairment developed into a total disability. A disabled worker in 
this unfortunate position is likely to be one who, because he has a 
progressive illness, is unemployed for quite a few months before his 
impairment meets the law’s requirement of disability for all sub- 
stantial gainful employment. The committee-approved bill, like the 
House bill, would alleviate this problem by relaxing the present 
recency-of-work test. The work requirements for eligibility for dis- 
ability benefits and for the disability freeze would be made identical 
the worker would have to be fully insured and have about 5 years of 
covered work out of the last 10 years before his disability began. 

In addition to the four major areas of improvements outlined above, 
the House bill and the committee-approved bill provide for less 
important but nevertheless significant changes in the old-age, sur- 
vivors, and disability insurance program. These changes will clear up 
certain inequitable situations under present law, will improve family 
protection, will make it easier for certain groups to obtain coverage 
under the program, and will facilitate administration of the program. 
These changes are spelled out in more detail in parts II and III of this 
report. 
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J. Financia, Basis or PROGRAM 


The total cost of the benefit proposals included in the committee 
bill is 0.59 percent of payroll so far as the old-age and survivors 
insurance part of the program is concerned. The increased revenue 
to the program that would result from the changes in the tax schedule 
and in the maximum earnings base would amount to 0.91 percent 
of payroll. Thus there would be an excess of income over outgo 
resulting from the proposals in the bill of 0.32 percent of payroll on 
the level-premium basis. Since under present law it is estimated 
that the actuarial deficit in the program amounts to 0.57 percent of 
payroll the net result of the bill would be to place the program in a posi- 
tion where it had an estimated actuarial deficit of 0.25 percent. This 
very substantial improvement in the financial basis of the program 
brings the anticipated deficit well within the range that will permit the 
program to be considered actuarially sound. 

Not only will the long-range financial picture be improved, but 
for the short range, too, the program will be more adequately financed. 
Under present law the OASI trust fund is expected to incur a deficit,in 
every year from now until 1965. Under the committee bill, on the 
other hand, income will exceed outgo in every year from 1960 on for 
several decades, and even in 1959 the deficit will be substantially cut. 
Moreover, the ultimate combined tax rate—9 percent under the 
committee bill—will be reached in 1969 rather than in 1975, so that 
the time when the true cost of the program becomes apparent in 
current tax rates will be reached sooner and contributors will pay more 
nearly what the benefits are worth. 


Il. SUMMARY OF PRINCIPAL PROVISIONS OF THE BILL 





A. Otp-Acr, Survivors, AND DisasiLtity INSURANCE PROVISIONS 


Individuals now on the benefit rolls and all future beneficiaries 
would have their benefits increased by about 7 percent, more at the 
minimum, over the levels provided in the present law. The minimum 
increase in the benefit of a worker who retired at or after age 65 
would be $3. The average increase for workers now retired would be 
about $4.75. The increased benefits would be effective for January 
1959; the first checks in the increased amounts would go out early in 
February. (Under the House bill, the increases would be effective 
for months after the second month following the month of enactment.) 

The dollar ceiling on the total of benefits payable to a family 
would be raised from $200 to $254, which is equivalent to twice the 
ms aximum retirement benefit payable. 

The total annual earnings on which benefits could be computed 
ind on which contributions would be paid) would be raised from 
$4,200 to $4,800, effective January 1, 1959. 

4. Benefits would be provided for the dependents of disabled 
Ww a rs like those now provided for the dependents of retired workers. 

The provision that now requires payments under certain other 
dinabilicy benefit systems to be offset against social security disability 
benefits would be repealed, so that a person eligible for a social security 
disability benefit and also for disability bene fit under another system 
would receive the full amount of his social security benefit. 
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The work requirements that a disabled worker must meet to be 
eligible for cash disability benefits, and to have his benefit rights 
frozen while he is disabled, would be changed to make it easier for a 
disabled worker whose disability has a gradual onset to qualify. Under 
the bill, the worker would no longer be required to have had 6 quarters 
of coverage out of the 13 calendar quarters before he became disabled. 
(He would be required to be fully insured and to have 20 quarters of 
coverage out of the 40 calendar quarters before he became disabled.) 

Disability insurance benefits (like all other benefits now pro- 
vided) would be paid for as much as 12 months before the month in 
which an application for the benefits is filed. Present law contains 
no provision for retroactive disability insurance payments. 

8. The June 30, 1958, deadline for filing fully retroactive applica- 
— for the disability freeze would be postponed for 3 years. 

. The law would be changed to provide that a person whose 
earnings exceed $1,200 in a year will not lose a benefit under the 
retirement test for any month in which he has earned wages of $100 
or less, rather than $80 or less as under present law. 

10. Where earnings exceed the amount allowed under the retire- 
ment test without loss of benefits, the excess earnings would be 
charged to months beginning with the first month of the year. Under 
present law the excess is charged to months in reverse order beginning 
with the end of the year. The change means that where an individual’s 
or a family’s benefits are increased during a year, the benefits su- 
spended by reason of earnings will be the smaller ones that were 
—— for the early months of the year. 

The law would be changed to provide that where a person over 
a er is the child of a deceased or retired insured worker and has 
been disabled since before age 18, benefits would, in general, be paid 
to the child without requiring the proof required under present law 
that he has been dependent upon the worker for his support. The 
change would make the requirement for the disabled adult child the 
same as for the child under age 18. 

12. Benefits would be provided for the dependent parent of a 
deceased worker even though there is a widow or child of the worker 
who is or may become eligible for benefits. Under present law a 
~ nt can qualify only if there is no such widow or child. 

A lump sum would be paid to the widow of a deceased worker 
wih if she was livi ing in the same household with him or has paid his 
burial expenses. 

14. Benefits would be paid to a child if the child had been living in 
the worker’s household, if the child had not been supported by anyone 
else, and if he was adopted by the widow of the worker within 2 years 
after the worker died. 

15. Benefits would be paid to the mother of a child if the child had 
been adopted by the mother’s deceased husband even though they 
had not been married for as long as a year. 

16. Benefits would be paid to the adopted child of a retired worker 
even though the child had not been adopted for as long as 3 years. 

17. Where a survivor of a deceased worker was (or might at retire- 
ment age become) eligible for benefits based on the worker’s earnings 
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but loses eligibility by remarriage, the survivor could become eligible, 
immediately or upon attainment of retirement age, for benefits on 
her second husband’s earnings record. 

18. Where two secondary beneficiaries age 18 or over marry each 
other, for example, the dependent parent of one worker and the widow 
of another, the payment of benefits to both beneficiaries would be 
continued. Under present law, both lose benefits. Childhood dis- 

ability benefits would be continued when the person receiving them 
malries a person receiving old-age or disability benefits. 

19. Changes would be made in the coverage provisions of the 
program: (1) to facilitate coverage of certain State and local govern- 
ment employees who are in positions covered by a retirement system; 
(2) to permit limited retroactive coverage for employees of certain 
nonprofit organizations; (3) to extend coverage to certain turpentine 
workers; (4) to provide social security credits for earnings which a 
person has from a partnership during the year of his death; and (5) 
to provide that social security wage credits of $160 will be credited for 
each month of service performed during World War II by American 
citizens in the armed forces of certain countries which fought against 
our enemies in that war. 

20. Several changes in technical provisions would be made to 
facilitate administration of the program. 

21. The tax rates now scheduled in the law would be increased by 
one-fourth of 1 percent each for employees and employers, and three- 
eighths of 1 percent for the self-employed, above the rates now sched- 
uled, and the scheduled increases in the rates would take place every 
3 years instead of every 5 years. The revised schedule would be as 
follows: 








[Percent] 

| Employers | Employees |Self-employed 

| 
1959__.... 214] 244) 3% 
1960-62___- 3 3% 416 
1963-6. 3% 34] 5% 
1966-68 ____ 4 4 | 6 
1969 and thereafter. 44 44 6% 








B. Pusuic AssIsTtANCE PROVISIONS 


The bill provides a new formula for Federal participation in public 
assistance providing additional funds to all States and maximum 
flexibility in meeting medical care needs and other special needs. 
The formula also recognizes the limited fiscal capacity of the lower 
income States. 

It extends the public assistance program to Guam, increases the 
Federal fund limitations for Puerto Rico and the Virgin Islands, and 
extends for 2 years a special provision applying to blind programs in 
Missouri and Pennsylvania. 


MATERNAL AND CHILD WELFARE PROVISIONS 


Authorizations are increased: for maternal and child health from 
$16.5 million to $21.5 million, for crippled children’s services from 
$15 million to $20 million, and for child welfare services from $12 
million to $17 million. 
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In the child welfare services program existing differences in treat- 
ment of urban and rural children are eliminated and appropriate 
allotment and matching provisions are included. 

All three programs are extended to Guam. 


Ill. DISCUSSION OF OLD-AGE, SURVIVORS, AND DISABILITY 
PROVISIONS 


A. INcREASE IN Oxp-AGs, Survivors, AND DisapiLity INSURANCE 
BENEFITS 
(1) General 

The committee-approved bill would, like the House bill, raise the 
level of benefit payments to reflect changes in the economy and to 
assist in providing more adequate basic protection for beneficiaries. 
(2) Inerease in benefit amounts 

The bill would provide for an increase of about 7 percent over the 
levels provided in the present law, with a minimum increase of $3 in 
the - nefits payable to a retired worker who came on the rolls at or 
after age 65. Proportionate but slightly smaller increases, due to 
the. natal reduction, would be received by women workers who 
elected to retire before age 65. 

For retired workers now on the benefit rolls, monthly payments 
would range from $33 to $116, as compared with $30 to $108.50 under 
present law. For those coming on the rolls in the future, the range 
of benefit payme nts, taking into account the increased earnings base, 
would be from $33 to $127, although it will be many years be fore any- 
one will be able to get the maximum amount. 

Table A presents illustrative benefit amounts for various family 
groups under the bill as compared with present law. 

(3) Fam ily be nefits 

The bill would make a change in the maximum amount of monthly 
benefits payable to a family on the basis of an insured worker’s earn- 
ings record, The bill would raise the present $200 per month limita- 
tion on family benefits - $254, an amount equal to twice the maxi- 
mum benefit provided by the bill for a retired worker. The mini- 
mum benefit payable where there is only one survivor beneficiary 
would be increased from $30 to $33 


(4) Be nefit table to replace form ulas and conversion table 

The bill would provide for a consolidated benefit table to be used 
in determining benefit amounts both with respect to future benefici- 
aries and those now on the benefit rolls. This benefit table would 
replace the formulas and table now in the law. It is believed to con- 
stitute an improvement in the method of determining benefit amounts 
by making it easier for covered workers and beneficiaries to determine 
what benefits they are entitled to, and by simplifying the benefit- 
computation process. 

In essence, this benefit table is based on the 1954 act benefit formula 
increased by 7 percent. The table, however, yields slightly higher 
benefits for very low average wages so as to reflect a minimum increase 
of $3. Amounts for retired workers have, in general, been rounded to 
the nearest dollar. 


S. Rept. 2388, 85-2——2 
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Effective date of be ne fit increase. The House bill provided t hat the 
increased benefits would be payable for months following the second 
month after the month of enactment of the bill. If the bill should be 
enacted in August, the increased benefits would become payable 
beginning with November 1958. The committee believes that the 
increased benefits should not become payable in advance of the time 
when the increased tax rates that the bill would provide will become 
effective. The committee-approved bill, therefore, provides for pay- 
ment of the increased benefits for months beginning with January 1959. 


mr 7 ’ . ; oy L?} ‘ y a 
Tarte A—I ative monthly benefits payable under present law and H. R.13549 
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B. Earnines Basi 


Under the committee’s bill the maximum amount of annual cov- 
ered earnings counted for tax and benefit purposes would be raised 
from $4.200 to $4.800. effective January 1, 1959 ‘| his ech bnve cives 
recognition to the principle that benefit levels should reflect varying 
leve ls of individu: ul earnings. The American social-insurance system, 
in relating benefits to prior earnings, rests on the prince ipl that condi- 
tions of individual security and individual incentive require a rela- 


tionship between benefit a previous standards of alae Unless 
the earnings base is An isted as earnings rise, practicall all regular 
full-time wo1 kers may Sic He a pana than the current base 


1] 


and their benefits will bear little relationship to their previous living 


| 
standards. 


C. BENEFITS FOR DEPENDENTS OF DISABILITY INSURANCE 


dy m1 ' 
BENEFICIARIES 


Under present law, benefits are provided for dependents of an in- 
sured worker who dies or becomes entitled to retirement br nefits, but 
oe provision is made for benefits for dependents of an insured worker 
who becomes e ntitled to disability insurance benefits. 

The committee’s bill, like the House bill, would provide for the pay- 
ment of monthly be nefits to the deper iden ts of persons receiving dis- 


ability insural ce penetits. TT he catecories of dependents eligible for 


] 
1 


these bi nefits would parallel] those hoible for benefits aS dependents 
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of old-age imsurance beneficiariles—namely, wives and dependent 
husbands who have reached retirement age; unmarried dependent 
children (including sons or daughters disabled in childhood); and 
wives who have an eligible child in their care. 

The month ly benefits payable to dependents of disabled workers 
would be subject to the same conditions as are applicable to the de- 
pendents of old-age insurance beneficiaries, except that, in addition, 
the proposed dependents benefits would be suspended if the disabled 
worker refused, without good cause, to accept vocational rehabilita- 
tion. 

It is estimated that about 180,000 dependents of workers eligible 
for disability insurance benefits could become eligible for these monthly 
benefits beginning with the first month after the month in which the 
bill is enacted. 

In providing monthly benefits for the dependents of workers en- 
titled to disability insurance benefits, the committee has given recog- 
nition to the problems confronting families whose breadwinners have 
been forced to stop work because of total disability. The benefit 
amount payable to the disabled worker under the present disability 
insurance provisions does not provide adequate protection for his 
family. ‘The needs of the family of a disability insurance beneficiary 
are as great as, or greater than, the needs of the family of an old-age 
insurance beneficiary. It is reasonable to assume, also, that in a 
creat many cases the care which the disabled person requires makes 
it difficult, if not impossible, for his wife to increase the family income 
by working. In addition, a person receiving disability insurance 
benefits frequently has high medical expenses. 

The ae included in both the House bill and the committee- 
nah bill recommended by the committee would close a serious 

gap in the disability insurance protection now provided under the social 
security program and can be adequately financed from the funds which 
will flow from social security taxes already provided and earmarked for 
the Federal Disability Insurance Trust Fund. 


D. OrneR IMPROVEMENTS IN THE Disapinity PROVISIONS 


(1) Elimination of « lisability be ne fits offset provision 


The committee has given further consideration to the disability 
insurance benefit offset provision, under which the social security 
disability insurance benefits are reduced by the amount of any periodic 
benefit payable to an individual on account of disability under certain 
other Federal programs or under State workmen’s compensation 
laws. This offset provision was included in the law at the time 
that the provisions for social se curity disability benefits were enacted 
to preve te duplication between the new social security disability bene- 
fits and other disability payments pending the development of admin- 
istrative experience under the new program. 

In the light of experience in the operation of the offset provision, 
the committee has concluded that it can now be eliminated. E xperi- 
ence with the social security disability provisions indicates that the 
danger that duplication of disability benefits might produce undesir- 
able results is not of sufficient importance to justify reduction of the 
social security disability benefits. The committee-approved bill, like 
the House bill, provides for the elimination of this offset provision. 
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2) Retroactive payment of disability insurance benetts 

Under present law, old-age and survivors insurance benefits may 
be paid for as many as 12 months before the month in which application 
is filed. Disability insurance benefits, however, may not be paid 
retroactively except in the case of applications for such benefits that 
were filed before January 1, 1958. The Department of Health, 
Education, and Welfare has advised the committee that a significant 
proportion of disabled persons applying for disability insurance 
benefits this year have failed to make timely applications and as a 
result have lost benefits for 1 or more months. The Department 
recommended enactment of a provision to meet this problem. 

In the opinion of the committee, it is reasonable to expect that, 
in the absence of a provision under which applications for disability 
insurance benefits may have a retroactive effect, loss of disability 
insurance benefits due to delays in claiming them will be a continuing 
problem. The committee approved bill, like the House bill, therefore 
would provide that applicants for disability insurance benefits be 
allowed the same 12-month period in which to file application with- 
out incurring loss of benefits as is allowed applicants for old-age and 
survivors insurance benefits under present law. 


(3) Modification of work requirement for eligibility for disability 
protection 

Under present law, to qualify for disability insurance benefits a 
disabled worker must meet three requirements insofar as his work 
under the old-age, survivors, and disability insurance program is 
concerned. He must be fully insured; he must be currently insured, 
which means that he must have at least 6 quarters of coverage (about 
1% years of work) in the period of 13 calendar quarters ending with 
the quarter in which he became disabled; and he must have a total 
of 20 quarters of coverage (about 5 years of work) out of the 40 
calendar quarters ending with the quarter in which he became dis- 
abled. At present the work requirements for a disability freeze differ 
from those for monthly disability insurance benefits in that fully 
insured status is not required for the freeze. 

A substantial number of persons who have worked regularly and 
for long periods in employment or self-employment covered under 
the old-age, survivors, and disability program are not able to meet 
the work requirements for disability protection. The committee’s 
bill, like the House bill, would delete the provisions of present law 
which require that a worker be currently insured in order to be eligible 
for disability benefits or for the disability freeze and would make the 
work requirements for disability-insurance benefits and the disability 
freeze alike by adding fully insured status as a requirement for eligi- 
bility for the disability freeze. 

It is estimated that a result of the changed work requirements 
about 35,000 persons who cannot qualify for disability-insurance 
benefits under present law could, upon filing applications, become 
immediately eligible for benefits, and that, in addition, about 15,000 
persons could qualify immediately for a disability freeze. 

Under a program which provides protection against loss of earnings 
on account of disability, it is reasonable and desirable that there be 
reliable means of limiting such protection to those persons who have 
had sufficiently long and sufficiently recent covered employment to 
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indicate that they probably have been dependent upon their earnings. 
It was to meet this purpose that the disability work requirements 
were designed, and, in most cases, the present work requirements 
produce results in accordance with this purpose. Experience under 
the program has indicated that the currently insured status require- 
ment has operated to deny disability protection in some cases in which 
there is no doubt that a worker’s earnings have been cut off as a result 
of disability. A large number of disabled workers fail to meet the 
currently insured status requirement even though they have worked 
for substantial periods in covered employment or self-employment 
and have normally been dependent upon their earnings. In many 
instances, these are persons whose work was interrupted by a progres- 
sive illness and who at the onset of this impairment met the work 
requirements for disability protection. It is not uncommon that an 
impairment which is not severe enough to meet the definition of dis- 
ability in the law causes a worker to be absent from work for extended 
periods. The result is that by the time the impairment becomes 
serious enough to meet the definition of disability, the worker has 
lost his currently insured status. 

The committee's bill, like the House bill, would provide for the 
elimination of the currently insured eligibility requirement for dis- 
ability protection. 

Beginning in July 1961, it will be possible for a worker who has 
qualified for the disability freeze under the present provisions to fail to 
qualify for either disabi lity insurance benefits at age 50 or old-age 
insurance benefits at age 65 because he may not be fully insured. 
There will be instances, too, where dependents or survivors benefits 
will not be payable even though the worker had been allowed a dis- 
ability freeze. The addition of the fully insured status requirement 
for the disability freeze will remove the anomalous situation wherein 
a period of disability may be established for a worker seg annot late: 
qualify for bene fits, whose dependents cannot qualify if he lives to 
retirement age, or whose survivors may not qualify if he lies. 

The requirement of 20 quarters of coverage out of the 40 calendar 
quarters ending with the quarter of disablement, together with the 
fully insured status requirement, should provide reasonable and 
adequate assurance that the protection afforded by the disability 
provisions will be keyed to loss of earnings on account of disability. 


(4) Extension of the period | for filing disabili ty freeze applications that 
are fully retroactive 

Under the disability freeze provision of present law, an individual’s 
social security earnings record can be frozen during a period of ex- 
tended total disability so that his inability to work during such period 
of disability will not result in a reduction in, or loss of, his old- -Aage, 
survivors, and disability insurance entitlement. Under present law, 
applications for the disability insurance freeze that were filed before 
July 1, 1958, were fully retroactive—to the actual beginning date of 
the individual’s disability in most instances—thus enabling applicants 
to preserve their rights under the program even though they ne been 
disabled for a number of years. In the case of applications for the 
freeze that are filed after June 30, 1958, however, an applicant’s period 
of disability cannot be determined to have begun more than 1 year 
before the date his application is filed. As a consequence, persons 
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with longstanding disabilities whose applications are filed after June 
30, 1958, are likely to be ineligible for the disability freeze and thus are 
ex xposed to loss of all protection under the program. 

The committee’s i like the House bill, would postpone through 
June 30, 1961, the June 30, 1958, deadline for filing applications for 
the disability fnesee that are fully retroactive. As a result of this 
change, it is estimated that about 30,000 additional disabled workers 
could, upon filing application, become immediately eligible for dis- 
ability insurance benefits; and an additional 10,000 could become 
immediately eligible for a disability freeze. 

Both bills would also provide that in the case of app ications for 
the freeze that are filed after June 30, 1961, an applicant’s period of 
disability cannot be determined to have begun more than 18 months 
before application is filed. 


E. ImMpROVEMENT OF THE RETIREMENT TEST 


The committee-approved bill, like the House bill, would make several 
minor modifications of the retirement test to improve public under- 
standing and administration of the test. 


(1) Change from $80 to ie amount of wages used in determining 
whether be nefits must be withheld for a month 


U oe present law, when “esi ficiaries earn more than $1,200 in a 
year, benefits may be withheld for ee in which wages exceed $80. 
This provision is very difficult for beneficiaries to understand because 
it does not seem to be consistent with the $1,200 exempt amount, 
which is often interpreted as meaning $100 per month. Ine reasing 
the $80 figure to $i00 would facilitate administration by improving 
public understanding and aeceptance of the test. It would also 
eliminate hardships to beneficiaries who lose benefits because they 
misunderstand the present test. 


(2 Change the orde r in wh ich ELCESS earnings are allocated to the months 
of the year 

Under the present law, any earnings in excess of the $1,200 annual 
exempt amount are divided into units of $80 and the units are charged 
to months beginning with the last month of the taxable year and then 
to the remaining months of the year, working backward, for the 
purpose of determining which monthly benefit checks must be with- 
held under the retirement test. The committee-approved bill, like 
the House bill, reverses the order of charging excess earnings to months 
so that the $80 units are charged to months starting with the first 
month of the taxable year and working forward. This provision will 
alleviate the problems relating to the present order of charging excess 
earnings. In many cases the wife of a beneficiary attains the qualify- 
ing age and comes on the rolls during a vear in which the husband is 

the rolls for the entire year. If, in such cases, the husband has 
excess earnings, the wife may lose some or even all of her benefit pay- 
ments because the excess earnings are allocated starting with the last 
month of the year. Also, where benefits are recomputed or otherwise 
increased during the year the present method of allocating excess 
earnings operates to the disadvantage of beneficiaries. 
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(3) Filing of annual report 

Present law requires all beneficiaries under age 72 to make a report 
of earnings if they earn over the exempt amount. The committee- 
approved bill would modify this requirement so that a beneficiary who 
receives no benefits for the year because he has already notified the 
Bureau of Old-Age and Survivors Insurance that he expected to earn 
over the exempt amount would not have to file another report at the 
end of the year. 

F. DrPENDENTS’ BENEFITS 


(1) Dependency of a disabled child 


Under present law, a disabled child who is 18 or over at the time 
he applies for child’s insurance benefits is required to show that he is 
receiving at least one-half of his support from his parent, or that he 
was receiving at least one-half of his support from the parent at the 
time the parent died. On the other hand, a child who is under 18 
when he applies for benefits is generally assumed to have been de- 
pendent on his father (and on his mother if she has had a significant 
amount of recent work). Under the committee bill, disabled children 
who are 18 or over would be deemed dependent on their parents just 
as younger children are. 

(2) Payment of parent’s benefits where a widow or child survives 

The existence of a widow or child actually or potentially entitled to 
monthly benefits now prevents the payment of monthly benefits to 
the dependent parent of a deceased worker. This bar operates even 
if the potentially entitled wife or child never becomes entitled to 
benefits. The situation has been aggravated by the fact that the 
1957 amendments made possible the payment of benefits to a widow 
who was not living with her husband at the time of his death, so that 
the existence of a widow who was not living with the worker now 
prevents payment of benefits to a parent who was living with and 
dependent on the worker at the time of his death. The committee- 
approved bill would remove this restriction. 


) 


(3) Benefits for an adopted child after the worker’s death 

An —_ i. le child living as a member of a worker’s family and 
supported by him is, from the point of view of the purposes of the 
social security program, just as much in need of replacement of the 
support the child had received from the worker as is the worker’s own 
child. If after the worker’s death the surviving spouse adopts the 
child, the child should, for purposes of receiving child’s insurance 
benefits, be treated as an adopted child of the deceased worker. The 
commit tee-approved bill provides for payment of benefits to a child 
in such cases if at the time of the worker’s death the child was a 
membe . of the worker’s household, if the child was not being sup- 
ported by any other person, and if the worker’s spouse adopts the 
child within 2 years after the worker dies. 
(4) Removal of 3-year requirement for a child adopted by a retired worker 

Present law requires that the adopted child of a retired worker 
must have been adopted for at least 3 years before becoming eligible 
for child’s insurance benefits. This provision was intended to provide 
protection against abuses through adoptions undertaken to secure 
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rights to benefits. Adoptions are subject to approval by the courts 
of the various States, and it does not seem that benefits should be 
denied to all adopted children in order to prevent a rare case of abuse. 
The committee-approved bill would make benefits payable to an 
adopted child immediately after adoption. 


(5) Elimination of duration of marriage requirement where a child has 
been adopted by the deceased worker 

In order to eliminate an anomalous situation where a child can 
qualify for benefits but his mother who is caring for him cannot, the 
committee-approved bill, like the House bill, would provide that 
where a child of a surviving spouse had been adopted by the deceased 
worker, the surviving spouse can qualify for mother’s widow’s, or 
widower’ s benefits even if married to the deceased worker for less than 
a yeal 


(6) Elimination of duration of marriage requirements where a potential 
secondary beneficiary marries 

Under present law, the benefit rights of a dependent or secondary 
beneficiary are terminated if the dependent marries and yet the 
dependent cannot qualify for benefits on the new spouse’s earnings 
record until the marriage has lasted for some time. Where, for 
example, the dependent has reached retirement age and marries an 
old-age beneficiary, the dependent cannot qualify for benefits on the 
basis of the new spouse’s earnings until after 3 years, or until after 
1 year if the new spouse should die. The committee believes that 
when a person who has rights to a dependent’s benefit marries and 
the rights to the previous benefit are terminated, there should be no 
delay in permitting the person to qualify as a depende nt of the new 
spouse for a benefit based on the new spouse’s earnings record. The 
committee-approved bill, like the House bill would remove the 
duration-of-marriage requirements for husband’s, wife’s widow’s, 
and widower’s benefits if at the time of the marriage the person was 
or could have become entitled to a dependent’s benefit. 


(7) Provision that marriage will not terminate benefits in certain situa- 


tions 
When a secondary beneficiary marries, such person’s benefit is 
terminated under present law. If he marries a person who is or who 


will become entitled to an old-age insurance benefit, he may qualify 
for a new benefit based on the earnings of the new spouse. But if the 
new spouse is also receiving a secondary benefit, the benefits of both 
are terminated and ordinarily neither beneficiary can become en- 
titled to any new benefits. The committee-approved bill, like the 
House bill, would eliminate the hardship in these cases by providing 
that marriage would not terminate a benefit where a person receiving 
mother’s, widow’s, widower’s, parent’s, or childhood disability benefits 
marries a person receiving any of these benefits or where a person 
receiving mother’s or chil lhood disability benefits marries a person 
entitled to old-age or disability insurance benefits. 


(8) Reinstatement of rights to mother’s insurance be nefits 


The committee’s bill would reinstate rights to mother’s insurance 
benefits which were terminated by remarriage if the new husband 
dies before the marriage has lasted long enough for the wife to qualify 
for mother’s benefits on his earnings 
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G. CovERAGE 


(1) Employment for nonprofit organization 

Under present law when two-thirds of the employees of a religious, 
charitable, or other nonprofit organization desire coverage under the 
OASDI program and the organization files a certificate waiving its 
tax-exempt status, coverage may be effective on the first day of the 
-alendar quarter in which the certificate is filed, or the first day of the 
succeeding calendar quarter. Because of a number of circumstances, 
some nonprofit organizations find it difficult to file the certific ate 
promptly. Since present law makes no allowance for reasonable 
delays in filing waiver certificates, and since coverage cav be effective 
no earlier than the quarter in w hich a certificate is filed, employees of 
these organizations are deprived of coverage for a period of time. 

The committee’s bill, like the House bill, makes provision for a 
reasonable period of retroactive coverage. Both bills include a provi- 
sion under which organizations filing certificates after the enactment 
date of the bill and prior to 1960 could choose to be covered as of the 
beginning of 1956. Organizations that filed certificates after 1955 but 
before enactment could similarly choose to be covered retroactively 
for as far back as the beginning of 1956, provided they file a request 
for such coverage prior to 1960. In addition to these temporary 
provisions for coverage retroactive to the beginning of 1956, the bills 
include a permanent provision under which coverage could be retro- 
active for 1 year before the certificate is filed. 

Coverage would also be made possible for employees of certain non- 
profit organizations which under present law cannot secure the 
necessary concurrence of two-thirds of their employees because some 
of their employees are covered by a public retirement system and do 
not desire social-security coverage. For social-security coverage 
purposes, the employees of a nonprofit organization who are members 
of such a retirement system will be treated as a group separate from 
the employees who are not members. 


(2) Retroactive coverage for certain employees of State and local 
governments 

Under the present provisions of the Social Security Act, employment 
occurring before the execution of a State-Federal coverage agreement 
may, within limits specified in the law and at the option of the State, 
can be credited under old-age, survivors, and disability msurance. 
This retroactive coverage is available only for individuals who are still 
e mploye¢ ‘s on the date the agreement providing coverage is approved 
by the Secretary of Health, Education, and Welfare. Both the com- 
mittee-approve ‘d bill and the House bill would permit States to provide 
retroactive coverage, within the general time limits applying to State 
and local employment, for indiv iduals who are employees on any date 
specified by a State which is (1) not earlier than the date the State 
submits its agreement or modification to the Secretary of Health, 
Education, and Welfare and (2) not later than the date the agreement 
is executed by the Secretary. If an individual is in the employ of the 
State or local government on the date specified by the State he would 
be covered for whatever retroactive period is provided for the group 
of which he is a member, even though his employment is terminated 
before the agreement is executed. 


S. Rept. 2388, 85-2——-3 
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This provision would help to prevent hardships which can occur 
under present law in cases where an individual leaves the employ of 
a State or locality—because of death, a change of jobs, retirement, or 
for some other reason—during the period when a coverage agreement 
between the State and the Secretary of Health, Education, and 
Welfare is in the process of being negotiated or executed. At present, 
due to the time that may elapse during this period of negotiation, 
employees who had reason to expect they would get social-security 
coverage but whose employment is terminated before the agreement 
is executed lose the coverage that would otherwise have been pro- 
vided. In some such situations, because of this loss of coverage, 
the employee has been unable to qualify for old-age insurance bene- 
fits when he retired. In other instances, the employee has died_and 
his family has not been able to qualify for survivors benefits. 


(3) Addition of Massachusetts and Vermont to the States which may 
provide coverage through division of retirement syste ms 

The Social Security Amendments of 1956 included a provision 
permitting eight States (Florida, Georgia, New York, North Dakota, 
Pennsylvania, Tennessee, Washington, and Wisconsin) and the Terri- 
tory of Hawaii to divide their retirement systems into two parts so 
as to obtain old-age, survivors, and disability insurance coverage, 
under the States’ coverage agrecments with the Department of 
Health, Education, and Welfare, for only those States and local 
government employees who desire such coverage, provided all future 
entrants into the retirement system are covered under old-age, 
survivors, and disability insurance. In 1957 this provision was 
extended to four additional States (California, Connecticut, Minne- 
sota, and Rhode Island) and to all interstate instrumentalities. 

Your committee’s bill would extend this provision to Massachusetts 
and Vermont, which have expressly requested such extension. 


(4) Facilitating coverage under the provisions for division of State and 
local government retirement systems 

The bill would make two changes which would facilitate coverage 
of certain retirement system members under the provision permitting 
specified States to extend coverage to only those members who desire 
such coverage, provided all persons who later become members are 
covered. Under one of the changes, those persons not originally choos- 
ing coverage would have an additional opportunity to elect such 
coverage. The other change would provide for the coverage under 
this provision of persons who have an option to join a State or local 
retirement system but have not exercised that option. 

Under present law, when a State or local government retirement 
system is divided to provide social-security coverage for those mem- 
bers who want coverage, the members who fail to choose coverage 
do not get a second chance to obtain it. Your committce believes 
that there is a need for legislation which would allow individuals not 
initially in the group desiring coverage to have a limited additional 
period of time to consider, or reconsider, whether they wish to come 
under old-age, survivors, and disability insurance. Problems have 
arisen in some instances because individuals who would have ex- 
pressed a desire for coverage if they had an opportunity to do so did 
not have this opportunity for various reasons, such as absence from 
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work because of illness. In other cases, persons who indicated that 
they did not desire social-security coverage later changed their minds. 
Your committee’s bill would afford an additional opportunity for ob- 
taining social-security coverage to individuals who were included 
in the group of persons not desiring coverage. Under the bill, a 
State would be permitted to modify its coverage agreement with the 
Department of Health, Education, and Welfare at any time before 
1960, or, if later, within 1 year after coverage is approved for the 
group in question, to transfer these people to the group desiring 
coverage. Such a transfer would be made only in the case of indi- 
viduals who filed a request with the State before the date of approval 
by the Secretary of the modification proposing the transfer. 

Under present law, only persons who are actually members of a 
State or local government retirement system may obtain coverage 
under the provision permitting specified States to provide coverage 
for only the members who want coverage. ‘The committee’s bill, like 
the House bill, would provide for the coverage under this provision of 
individuals who have an option to join the State or local system but 
who have not joined. Under both bills, when coverage is provided 
under the divided retirement system procedure by means of a coverage 
action that is approved after 1959, the State would be required to 
treat individuals having an option to join the State or local system in 
the same manner as members of the system. Thus, the State would 
be required to give e these persons the same opportunity to obtain social- 
security coverage as is given to members, and all persons who later 
become eligible to join the State or local system would automatically 
be covered under social security, just as new members are covered. 

The coverage under the divided-retirement-system provision of 
persons who have not exercised their option to join a system would be 
at the discretion of the State in the case of coverage actions that are 
completed before 1960. In the case of coverage actions which have 
already been completed, such persons could be covered under the 
provision of the bill which would afford individuals a second chance 
to join the group of persons desiring social-security coverage. 


)) Facilitate social security coverage of persons in positions under more 
than one retirement system 
Under present law, State and local government employees in posi- 
tions under retirement systems may be covered under old-s age, SUT'ViV- 
ors, and disability insurance only upon a favorable referendum vote 
by the members, or under the provisions which permit specified States 
to cover only those members of a system who desire coverage, provided 
all future members are covered. A person in a position covered under 
more than one State or local retirement system cannot be brought 
under social security unless all of the State and local retirement systems 
under which his position is covered take action to come under social 
security. Even if this action is taken, there are some circumstances 
under which he cannot be brought under social security. Moreover, 
a person who is a member of one State and local retirement system 
and, though not a member, has the option of joining another such 
system cannot be brought under social sec urity in the absence of action 
by both systems. 
As a result of the present restriction, it is often ee for persons 
in positions covered by more than one State or local retirement 
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system to gain old-age, survivors, and disability insurance protection 
even when a retirement system group of which they are members 
comes under the program. The commitiiee’s bill, like the House bill, 
would permit these people to come under social securivy with a retire- 
ment-system coverage group wiihout regard to what action, if any, the 
other retirement system that covers their positions takes on social 
security coverage. However, this provision would noi apply to indi 
viduals who, on the date the State’s coverage agreement is made appli 
cable to a retirement system, are not actually members of such system 
(though their positions are covered by the system) and are members 
of another system; nor would the provision apply to persons in 
policemen’s and firemen’s positions in States where persons in such 
positions cannot be covered. The proposed change would be optional 
for the States with respect to retirement systems covered before 
1959; beginning in 1959, States would be required to apply the 
changed procedure when they extend coverage to retirement system 
groups. 

(6) Turpentine workers 

The committee bill, like the House bill, would extend coverage to 
workers engaged in the production of turpentine and gum naval 
stores who are employed by the original producer of the crude gum. 
These workers would be covered under the present provisions applic a- 
ble to other agricultural workers. Many of the people in this group 
are employed only temporarily or s¢ ‘asonally in the production of 
turpentine and gum naval stores so that they are likely to have already 

varned credits under the social security program in other work. 
Even those workers covered for the first time will, after a relatively 
short period of regular covered work, acquire survivors protection 
for their families, and after a somewhat longer period of covered 
work will acquire retirement and disability protection under the 
program. 

(7) Coverage of partnership earnings in the year of partner’s death 

As a result of a change made in the Internal Revenue Code of 1954, 
a member of a partnership cannot get social security credit for his 
earnings from the partnership in the year of his death. The committee 
bill, like the House bill, provides that a deceased partner’s distributive 
share of partnership income shall be included for social security pur- 
poses in computing his net earnings from self-employment for the year 
of his death. The distributive share of a partner who dies after the 
date of enactment of the bill would be, for social security purposes, 
mandatorily included in his net earnings from self-employment. The 
distributive share of a partner who died after 1955 and on or before the 
date of enactment may be so included upon the filing of an amended 
social security tax return. Although this amendment affects only a 
small number of people, it corrects an inequity in present law. The 
amendment will enable some farm operators, lawyers, and others who 
were brought under the program under the 1954 and 1956 amend- 
ments to acquire an insured status which they would otherwise be 
unable to attain. In the future the amendment will, in some cases, 
rovide needed social security credits for persons who die while mem- 
vers of a partnership. 
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(8) Social security credits for certain American citizens who served in 
the armed forces of allied countries 


Under present law, to assure that veterans who served in the 
Armed Forces of the United States have approximately the same 
status under old-age, survivors, and disability insurance as they might 
have had if military service had not interfered with their employment, 
wage credits of $160 are provided for each month of their active service 
in the Armed Forces of the United States during World War II and the 
post-World War II period. Both the committee-approved bill and 
the House bill would make comparable provision for American citizens 
who served in the armed forces of countries which fought with the 
United States against our enemies during the World War II period 
from September 16, 1940, to July 24, 1947, inclusive. 

Before the United States entered World War II a number of Ameri- 
cans joined the armed forces of countries traditionally friendly with the 
United States. These citizens either left employment covered by 
social security to enter service abroad or irtalie would have worked 
in covered employme nt had they not entered military service. The 
committee is concerned that they may have a gap in their social 
security coverage because of service with our allies during the time of 
war. 

Both the committee bill and the House bill provide safeguards to 
assure that the military service wage credits will be given only to 
persons who could reasonably have been expected to be in covered 
employment had they not been in service. The wage credits would 
be provided only for American citizens who entered into service in the 
armed forces of a foreign country before the United States entered 
World War II, provided the foreign country was, on September 16, 
1940, at war with a country which became an enemy of the United 
States during World War II. 


H. MisceLLANEOvS PROVISIONS 


(1) Change in eligibility requirement for the lump-sum death payment 
{ y req I Y 


Under present law, to qualify for the lump-sum death payment a 
spouse must have been “living with” the eo The “living with” 
requirement is met if the spouse was living in the household with the 
worker or receiving contributions from him, or if the worker was 
under a court order to contribute to the spouse’s support. ‘The com- 
mittee-approved bill, like the House bill, would change the require- 
ment to one that the spouse must have been living in the same house- 
hold with the worker. Since the purpose of the lump-sum death 
payment is to help with the expenses incidental to the death of the 
worker, it is appropriate for the payment to be made only to the 
spouse who was actually living in the same household with the worker 
since it can be assumed that she will take responsibility for those 
expenses. The widow who meets the requirement because ber hus- 
band was contributing to her support, or because he was under court 
order to do so, cannot be presumed to have assumed the expenses 
incident to her husband’s death. The spouse who was not living 
in the same household with the worker may receive the lump-sum 
death payment if she actually did pay the worker’s burial expenses. 
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(2) Authorization to charge for ce rtain services provided by the Bureau 
oft Old-Aae tnd Sui vors Insurance 

iN . ] 1] ’ —— ‘ 

Ihe law now authorizes the Bureau ol Old-Ag and Survivors 

Insurance to charge for furnishing information, but not for services, 


for purposes not dau etly rel ited to the administration oO} the old-age 
and survivors insurance program. The committee-approved bill, like 
the House bill, would provide an authorization for the Bureau to 
charge for services such as forwarding letters to account numbers 


holders for health research purposes, which are unreiated to the pro- 


eTam d t efore could not properly be provided at the expense of 
the trust funds, and pt vides for the charges to be d posited in the 
trust funds. 
io Di C) L} tid / of ote nses that constitute fra id 
The present provision in the law prescribing penalties for fraudu- 
lent actions does not take into account the major amendments 
adopted in 1954 and 1956, such as the amendments relating to disa- 
bility and the application of the earnings test to noncovered work. 
The committee-approved bill, like the House bill, would make the 
penalty provision applicable in connection with willful failure to dis- 
close information, as well as with respect to positive actions, in con- 
nection with uncovered as well as covered earnings, and in connection 
with suspensions, terminations, and misuse of benefits, and disability 
determinations, as well as applications for benefits. 


(4) Remove re quire ment in the law that attorney re presenting claimant 
before the Secretary file with the Secretary a certificate of his right 
to practice before a court 

Under present law only a qualified attorney may represent claim- 
ants. The attorney must file with the Secretary a certificate, from 
the presiding judge or clerk of a court before which he is admitted to 

practice, of his right to practice before that court Inasmuch as a 

person W ho misrepresents himself as an attorney is subject to penalties 

outside the provisions of the Social Security Act, this provision should 
be eliminated. The committee-approved bill, like the House bill, 
provi es statutory authority for the Secretary no longer to require 


; *y° on ' . 
the filing of a certificate by an attornev and would conform to long- 


standing administrative practic e in other fields. 


I. INCREASES IN CONTRIBUTION RATES 
The committ ‘e-approved bill, like the House bill, increases the 
scheduled contribution rates on earnings Daid DY emplovers and 
employer s by one-fourth percent above the rates now scheduled, with 


a corresponding mcrease for the sell-empioyed, and proy ides that the 


i 
] 1 l ] | 1 1 
future increases in the tax rate shall take place at 5-vear, rather than 
- . rm 1 } co 7 11 
J-Vyea intervals. Che hew schedule Would be as follow 
Rate for self 
fi Perce 
I ae 
y 2 in 
“ 4 
10) 
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J. AcTUARIAL Cost ESTIMATES FOR THE Oxup-AGn, SURVIVORS, AND 
’ ’ 
DisaBILITy INSURANCE SYSTEM 


(1) Financing policy 

The Congress has always carefully considered the cost aspects of 
the old-age, survivors, and disability insurance system when amend- 
ments to the program have been ms ade. In connection with the 1950 
amendments, the Congress was of the belief that the program should 
be completely self-supporting from contributions of covered individuals 
and employers. Accordingly, in that legislation, the provision per- 
mitting appropriations to the system from general revenues of the 
‘Treasury was re pe ‘aled. This policy has been continued in subsequent 
amendments. Thus, the Congress has always very strongly believed 
that the tax schedule in the law should make the system self-supporting 
as nearly as can be foreseen and therefore actuarially sound. 

The concept of actuarial soundness as it applies to the old-age, 
survivors, and disability insurance system differs considerably from 
this concept as applic: able to private insurance although there are 
certain points of similarity—especially as concerns private pension 
plans. Thus, the concept of “unfunded accrued liability” does not by 
any means have the same significance for a social insurance system as 
it does for a plan established under private insurance principles. Ina 
private insurance program, the insurance company or other administer- 
ing institution must have sufficient funds on hand so that if operations 
are terminated, the plan will be in a position to pay off all the accrued 
liabilities. This, however, is not a necessary basis for a national 
compulsory social insurance system. It can reasonably be presumed 
that under Government auspices such a system will continue indefi- 
nitely into the future. The test of financial soundness then is not a 
question of sufficient funds on hand to pay off all accrued liabilities. 
Rather the test is whether the expected future income from tax 
contributions and from interest on invested assets will be sufficient to 
meet anticipated expenditures for benefits and administrative costs. 
‘Thus, it is quite proper to count both on receiving contributions from 
new entrants to the system in the future and on paying benefits to this 


group. These additional assets and liabilities must be considered to 
determine oe the system is estimated to be in actuarial balance. 
Accordingly, may be said that the old-age, survivors, and dis- 


ability insurance program is actuarially sound if it is in actuarial 
balance by reason of the fact that future income from contributions 
and from ssieean earnings on the accumulated trust funds will over 
the long run support the disbursements for benefits and administra- 
tive expenses. Obviously, future experience may be expected 
to vary from the actuarial cost estimates made now. Nonetheless, 
the intent that y system be self-supporting (or actuarially sound) 
can be expressed in law by utilizing a contribution schedule that, 
according to the iacenenedaacaa estimate, results in the system 
being in balance or substantially close thereto. 

The actuarial balance under the 1952 act! was estimated, at the 
time of enactment, to be virtually the same as in the estimates made 
at the time the 1950 act was enacted. (See table 1.) This was the 
case because of the rise in earnings levels in the 3 years preceding the 
enactment of the 1952 amendments being taken into consideration in 
the estimates for those amendments and this virtually offset the 


lhe term ‘1952 act’’ (and similar terms) is used in this section to designate the system as it existed after 
enactment of the amendments of that year. 
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increased cost due to the benefit liberalizations made. New cost 
estimates made 2 years after the enactment of the 1952 amendments 
indicated that the level-premium cost (i. e., the average long-range 
cost, based on discounting at interest, relative to payroll) of the 
benefit disbursements and administrative expenses were somewhat 
more than 0.5 percent of payroll higher than the level-premium 
equivalent of the scheduled taxes (including allowance for interest 
on the existing trust fund). 

The 1954 amendments contained an adjusted contribution schedule 
that met not only the increased cost of the benefit changes in the bill, 
but also reduced somewhat the aforementioned lack of actuarial bal- 
ance. Accordingly, it may be said that under the 1954 act, the increase 
in the contribution schedule met all the additional cost of the benefit 
changes proposed and at the same time reduced substantially the 
“actuarial insufficiency”? which the then current estimates had in- 
dicated in regard to the financing of the 1952 act. 

The estimates for the 1954 act were revised in 1956 to take into 
account the rise in the earnings level that bad occurred since 1951-52, 
which period had been used as the basis for the estimates made in 
1954. Taking this factor into account reduced the lack of actuarial 
balance under the 1954 act to the point where, for all practical pur- 
poses, it was nonexistent; accordingly, the system was in approximate 
actuarial balance. The benefit changes made by the 1956 amend- 
ments were fully financed by the increased contribution income pro- 
vided so that the actuarial balance of the system was unaffected, and 
the program thus remained actuarially sound. 

New cost estimates have been made for the old-age, survivors, and 
disability insurance program taking into account recent experience 
and modified assumptions as to anticipated future trends. In the 
past 2 years, there has been a very considerable number of retire- 
ments from among the groups newly covered by the 1954 and 1956 
amendments so that benefit expenditures have run appreciably higher 
than had been previously estimated. Moreover, the analyzed experi- 
ence for the recent years of operation indicate that retirement rates 
have risen or, in other words, that the average retirement age has 
dropped significantly. This may be due in large part to the liberaliza- 
tions of the retirement test made in recent years, under which aged 
persons are better able to effect a smoother transition from full employ- 
ment to full retirement. These new cost estimates indicate that the 
program as it is under the provisions of the 1956 act is out of actuarial 
balance by over V0.4 percent of p vavroll. 

The committee believes that not only should any liberalizations 
in benefit provisions be fully financed by appropriate changes in the 
tax schedule or through other methods, but also that the actuarial 
status of the system should be improved in similar manner so that the 
actuarial insufficiency is reduced to the point where it is virtually 
eliminated, namely below one-fourth of 1 percent of payroll, as has 
been the case generally in the previous legislation. 


(2) Basie déesum ptions for cost estimate s 


Estimates of the future cost of the old-age, survivors, and disability 
insurance program are affected by many factors that are difficult to 
determine. Accordingly, the assumptions used in the actuarial 
cost estimates may differ widely and yet be reasonable. Benefit 





SOCIAL SECURITY AMENDMENTS OF 1958 25 


payments may be expected to increase continuously for at least the 
next 50 to 70 years because of factors such as the aging of the popula- 
tion of the country and the slow but steady growth of the benefit roll 
that is inherent in any retirement program, “public or private, which 
has been in operation for a relatively short period. 

The cost estimates for the bill as reported by your committee are 
the same as those for the House-approved bill since no changes 
that are significant from an actuarial cost standpoint have been 
made. These estimates are given on a range basis so as to indi- 
cate the plausible variation in future costs depending upon the 
actual trend developing for the various cost factors. Both the low- 
and high-cost estimates are based on high economic assumptions, 
intended to represent close to full employment, with average annual 
earnings at about the level prevailing in 1956. In addition to the 
presentation of the cost estimates on a range basis, intermediate 
estimates developed directly from the low- and high-cost estimates 
(by averaging them) are shown so as to indicate the basis for the 
financing provisions. 

In general, the costs are shown as a percentage of covered payroll. 
This is the best measure of the financial cost of the program. Dollar 
figures taken alone are misleading. For example, a higher earnings 
level will increase not only the outgo but also, and to a greater extent, 
the income of the system. The result is that the cost relative to 
payroll will decrease. 

The cost estimates have been prepared on the basis of the same 
general assumptions and methodology as those contained in the 
Eighteenth Annual Report of the Board of Trustees of the Federal 
Old-Age and Survivors Insurance Trust Fund and the Federal Dis- 
ability Insurance Trust Fund (H. Doc. No. 401, 85th Cong.). 

It should be especially mentioned that the assumptions used in 
connection with the disability benefits are essentially the same as 
those used in the original cost estimates for these benefits when they 
were first incorporated in the law in 1956 (but with certain minor 
modifications of methodology that result in the cost being shown 
somewhat lower than originally estimated). The actual experience 
to date under the very strict definition of ‘ ‘disability’ in the law has 
been significantly lower in cost than the intermediate-cost assumptions 
would indicate. Nevertheless, until somewhat more experience is 
available and can be analyzed, it is believed that these cost bases for 
the monthly disability benefits should be maintained. Disability 
incidence and termination rates can vary widely—much more so than 
mortality rates, which are a basic factor in the retirement and survivor 
benefit cost calculations. 

The cost estimates are extended beyond the year 2000 since the 
aged population itself cannot mature by then. The reason for this is 
that the number of births in the 1930’s was very low as compared with 
subsequent experience. As a result, there will be a dip in the relative 
proportion of the aged from 1995 to about 2010, which would tend 
to yield low benefit costs for that pe — Accordingly, the year 2000 
is by no means a typical ultimate yea 

An important measure of long-range cost is the level- -premium con- 
tribution rate re quired to support the system into perpetuity, based on 
discounting at interest. It is assumed that benefit payments and 
taxable payrolls remain level after the year 2050. If such a level 


S. Rept. 2388, 85-2——4 
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rate were adopted, relatively large accumulations in the trust fund 
would result, and in consequence there would be sizable eventual 
income from interest. Even though such a method of financing is 
not followed, this concept may nevertheless be used as a convenient 
measure of long-range costs. This is a valuable cost concept, es- 
pecially in Heese wing various possible alternative plans and provisions, 
since it takes into account the heavy deferred benefit costs. 

The estimates are based on level-earnings assumptions. ‘This, how- 
ever, does not mean that covered payrolls are assumed to be the 
same each vear; rather, they rise steadily as the population at the 
working ages is estimated to increase. Thus, the total taxable payroll 
under the bill is estimated at about $210 billion in 1960 and is esti- 
mated to increase to about $240 billion in 1970, $275 billion in 1980, 
$365 billion in the year 2000, and then to almost $500 billion even- 
tually. If in the future the earnings level should be considerably 
above that which now prevails, and if the benefits for those on the roll 
are at some time adjusted upward so that the annual costs relative to 
payroll will remain the same as now estimated for the present act, 
then the increased dollar outgo resulting will offset the increased dollar 
income. This is an important reason for considering costs relative to 
payroll rather than in dollars. 

The cost estimates have not taken into account the possibility of 
a rise in earnings levels, although such a rise has characterized the 
past history of this country. If such an assumption were used in the 
cost estimates, along with the unlikely assumption that the benefits, 
nevertheless, would not be changed, the cost relative to payroll would, 
of course, be lower. If benefits are adjusted to ke p pace W ith rising 
earnings trends, the year-by-year costs as a percentage of payroll 
would be unaffected. In such case, however, this would not be true 
as to the level-premium cost—which would be higher, since under 
such circumstances, the relative importance of the interest receipts 
of the trust funds would gradually diminish with the passage of time. 
If earnings do consistently rise, thorough consideration will need 


be given to the financing basis of the system peoatee then the interest 
receipts of the trust funds will not meet as large a proportion of the 
benefit costs as would be anticipated if the ceeis es level had not 
risen, 


An important element affecting old-age, survivors, and disability 
insurance costs arose through amendments mate to the Railroad 
Retirement Act in 1951. These provide for a combination of railroad 
retirement compensation and social security covered earnings in 
determi ning ben fits for those with less than 10 years of railroad 


survivor cases 


servic ind also for a 

Financial alenelacesian provisions are established so that the old-age 
and survivors insurance trust fund and the disability insurance trust 
fund are to be placed in the same financial position in which they 
would have been if there never had been a eparate railroad retire- 
ment program. It is estimated that, over the long range, the net 
effect of these provisions will be a relatiy ely small gain to the old-age, 
survivors, and — insurance system since the 1 imbursements 


C 
from the railroad retirement system will be somewhat larger then the 


net additional seats paid on the basis of railroad earnings. 
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(3) Results of intermediate-cost estimates 

The intermediate-cost estimates are developed from the low-cost 
and high-cost estimates by averaging them (using the dollar estimates 
and developing therefrom the corresponding estimates relative to 
payroll). The intermediate-cost estimate does not represent the most 
probable estimate, since it is impossible to develop any such figures. 
Rather, it has been set down as a convenient and readily available 
single set of figures to use for comparative purposes. 

The Congress, in enacting the 1950 amendments and subsequent 
legislation, was of the belief that the old-age, survivors, and disability 
insurance program should be on a complete shy self-supporting basis or, 
in other words, actuarially sound. Therefore, a single estimate is 
necessary in the development of a tax schedule intended to make the 
system self-supporting. Any specific schedule will necessarily be some- 
what different from what will actually be required to obtain exact 
balance between contributions and benefits. This procedure, how- 
ever, does make the intention specific, even though in actual practice 
future changes in the tax schedule might be necessary. Likewise, 
exact self-support cannot be obtained from a specific set of integral or 
rounded fractional tax rates increasing in orderly intervals, but rather 
this principle of self-support should be aimed at as closely as possible. 

The contribution schedules contained in the 1956 act and in the 
bill are as follows (in each case, one-fourth percent of the employer 
rate and of the employee rate, and three-eighths percent of the self- 
employed rate is used for monthly disability benefits) 


Employee rate | Self-employed rate 
(same for employer) 


1956 act Bill | 1956act | Bill 
Percent Percent | Percent Percent 
2% 2% 598 334 
2\4 21 354 334 
4 3 4 414 
3 ‘} 64 
3 , 54 
3 } 47 6 
3% { 63% 
{ 334 { 6% 
Stina 4 4 f 6% 
Under the bill, benefits would be computed from a table set forth 
he law. At first elance. it would appear that an entirely new 
principle had been adopted from that prevailing in the previous laws 
which specified a definite benefit formula and minimum and maximum 
benefit provisions Actually, however, this table is based on a 


definite formula and minimum and maximum benefit provisions, 
vhich are built into the table so that there is no change in the basic 
principle that has prevailed over the years. Certain approximations, 
however, hav sis made adiandié of the 1 necessary erouping involved 
in constructing a benefit table that, for facility of adm‘nistration, is 
terms of primary benefits rounded to the nearest dollar. 

The benefit formula for the primary insurance amount under 

the 1954 act was 55 percent of the first $110 of average monthly 
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wage, plus 20 percent of the next $240 of such wage. The bill, by 
increasing benefits by 7 percent and by raising the maximum earnings 
base to $4,800, thus changed this formula to 58.85 percent of the 
first $110 of average mcnthly wage og 21.40 percent of the next 
$290 of such wage (except that in some cases for average monthly 
wages of under $85, a slightly higher amount is payable so as to fit in 
with the increased minimum benefit). The minimum primary insur- 
ance amount (and the minimum benefit for a survivor family consist- 
ing of only 1 beneficiary) of $30 a month established under the 1954 
act is increased to $33 by the bill. 

The 1954 act also established certain maximum fan ily benefits, 


namely. the lesser of S200 or 80 percent of the average monthly 


aN : : 
wage, but with the exception thai the latter maximum could not 
ee a or a ; 
aqaecrease tne iotal family benefit DELO’ (| large! ot $50 or 14% times 
° ° y 7" = . . ° hed” 
primary insurance amount. Under the bill, the family maximum 


l . Soa | | | ; P 41 } * @or 
benefit provision Nas been changed so tha lt 1S he tesser of $254 
1 2 a 


(whic! IS twilee the MaxyvynumM possi le DriMAary li suranee amount, 


namely, that for an average monthly wage of $400) or SO percent 
of average wage LS before : but lth the exception that he lniter 
maximum cannot reduce the total famuly benefit below the larger 
of 1% times the primary insurance amount (as before) or the primary 
insurance amount plus $20 (having the effect of seiting this exception 
not lower than $53). In actual ap} ~ ‘ation, the $0 percent maximum 


will generally vield somewhat more than the mathematical result of 
taking SO percent of the individu 1 s average wage since the benefit 
table provides for maximum family benefits on ihe basis of 80 percent 
of the upper end of the range of average wages that produce the 
rounded primary insurance amouni. As ihe bill would actually work 
out, the maximum family benefit would be as shown below for various 
average monthly wages and primary insurance amounts: 


Pri ary 
L verage ! wage insurance M mum f f 
imotl 
$67 or under $33-$4 Pri u $20 
$67 to $127 40- 6S | 146 times primary insurance amount 
$127 to $319 68-109 | 80} ( 
$320 to $40 110-127 >204. 
N OTE Ass I r 2 t I 1 fan benefit 
Ca De t ] f l } ] 


Table 1 shows that the bill would reduce the lack of actuarial 
balance of the old-age and survivors insurance system from 0.57 
percent of payroll to 0.25 pe reent of payroll, Ol about the same level 


as was the case for the 1956 amendments at the time they were 
enacted. At the same time, the disability insurance system would 
have an actuarial surplus of 0.01 percent of payroll under the bill, 


as een with 0.15 perce nt under th: pro\ isions of th 1956 act. 
The et of the bill on the combined old-age, survivors, and disability 
insurance svstem would be to reduce the ac tuarial deiicit from 0.42 
percent of payroll to 0.24 percent, which is well within the margin of 
variation possible in actuarial cost estimates, and which is about the 
| 


same as has we] ci p revailed 1 in the past when the system has been 


in substantial actuarial balance If the cost estimates had been based 
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on current earnings levels (instead of those for 1956), the lack of 
actuarial idenus would have been shown as somewhat less than 0.24 
percent of payroll. 

Table 2 traces through the change in the actuarial balance of the 
system from its situation under the 1956 act (according to the latest 
estimate) to that under the bill, according to the major changes 
proposed. 

It should be emphasized that in 1950 and in subsequent amend- 
ments the Congress did not recommend that the system be financed 
by a high, level tax rate in the future, but rather recommended an 
increasing schedule, which, of necessity, ultimately rises higher than 
the level-premium rate. Nonetheless, this graded tax schedule will 
produce a considerable excess of income over outgo for many years 
so that sizable trust funds will develop, although not as large as 
would arise under a level-premium tax rate. This fund will be in- 
vested in Government securities (just as is also the case for the trust 
funds of the civil-service retirement, railroad retirement, national 
service life insurance, and United States Government life-insurance 
systems). The resulting interest income will help to meet part of the 
higher benefit costs of the future. 

The revised contribution schedule in the bill has a twofold effect 
on — financing of the system. First, there is a uniform one-half 
of 1 percent increase in the combined employer -employee rate for all 
future years beginning with 1959. Second, the subsequent increases 
in the contribution rate, which are scheduled at 5-year intervals in 


present law, are advanced to 3-vear intervals. As shown in table 2, 
the first of these changes quite — has the effect of producing 
additional income equivalent to 0.50 percent of payroll on a level- 


premium basis. The other conan in the tax schedule, namely ac- 
celerating the interval between increases has the level-premium effect 
of increasing income to the system by 0.19 percent of payroll. 

Another change that would be made by the bill also has the effect 
of increasing the income to the system, namely, raising the maximum 
taxable and creditable earnings base from $4,200 to $4,800 a year. 
This change has the effect of increasir 1g income by a gross amount 
equivalent to 0.55 percent of payroll on a level-premium basis, but 
this is partially offset by the ad oe a nefits that will be paid on 
the higher earnings credited (ns amely, 0.32 percent of payroll on a 
level-premium basis). Accordit ily, Mi net effect is equivalent 
additional income of 0.23 percent of payroll on a level- -premium basis. 

The level- premium cost of the old-age and survivors insurance 
benefits (without considering administrative expenses and the effect 
of interest earnings on the existing trust fund) under the 1956 act, 
according to the latest intermediate-cost estimate, is about 8.0 percent 
of payroll, while the corresponding figure for the bill is 8.4 percent. 
Similarly, the corresponding figures for the disability benefits are 
0.35 percent for the 1956 act and 0.49 percent for the bill. 

To summarize the changes in the actuarial balance of the system, 
from the provisions of the 1956 act to the provisions as they would be 
under the bill, the increased revenue to the program that would result 
from the changes in the tax schedule and from the net effect of the 
increase of the maximum earnings base would amount to 0.91 percent 
of payroll on a level-premium basis insofar as the old-age and survivors 
insurance part of the program is concerned. Correspondingly, the 
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total cost oO 
the bill wou 


he an excess Of jonge-range income over oOutgvo resulting from the pro- 


d survivors insurance benefit changes i 
ld amount to 0.59 percent of payroll. Thus, there would 


visions of the bill of 0.32 percent of payroll on a lk vel-premium Dasis 
Since under the 1956 act it is esti nated thai the actuarial defi it in 
the program is 0.57 percent of payroll, the net result of the bill would 
be to place the program in a pt sition where it has an estimated 
actuarial deficit oi 0.25 pi reent of payroll. This very substantial 
ux provement in the financial basis of the program brings the antici 
pated deficit well within the range that will permit the program to 


| 


Sees 7 an 
be considered actuarially sound, 
rm , F 


fable 56 presents the benefit costs unc 


1 


er the bill for each of the 
various Lypes of benefits. 
Te. lacalnramin “bution rs auivale he vraded 
ihe ievel-premium contribution rates equivalent to the grade 
schedules in the 1956 act and in the bill may be computed in the 
same manner as level-premium benefit costs. These are shown in 
table 1 for income and disbursements after 1957 (except for the 


} , | | 


original estimate for the 1956 act, which heures are based on oper- 


ations after 1955). The figures for the net actuarial balance are 
also shown in table 1 

Old-age and survivors insurance benefit disbursements for the calen- 
dar vear 1958 would be increased by less than $1 million by the bill 

7 4 ie! oa { ! } | r 1 
While there would, or course, be ho adawllonal mcome to the luna 
during the veat In calendar year 1959, such bei disbursements 
und r 3 I] wou LO} il QVOUL i bill O! ) mcreas O1 adoul 
Dt 50 il Lhio OVel ie CSent Li \l ( ( san tin COLI i lvl ii- 
come ior Ola-Act and Sur ’s 1nsurance QO} 1Q59 wre ld 1O 1 a 
abou $8.6 billion inder Ul vill r ol.l billion more thal under 
yi it LAW | ~ Live ( i bene outgzo ¢ CO I rut 
Income \ d be reduc iron 1.4 billic der p law to $750 

lio qaer tlie I i caer HS | | } mvivors 
insu e trust fund wou not is lal as ( 3 just given 
by LI { Leres IDS Lite excee( ) O | ‘ MnIStLPaAcl 
eel 3ES ] 1 ty Le] to I On ret ! = 

In LO6 OLG-nv% And survivors I hee ( L dadisvpursel tS 
under t ] O i, according’ to the 1 rmedi e ( estimate be 
S 1 0} hic or ¢ bcrease ¢ «UU MIilllo Over vile p 18 At 
the me i @, Conuru utiol mecome tor oO1da-ave a i Survi ) I r= 
ance for 1960 would be $1 billion under the bill, or $1.5 billion more 
than nder present law According| 1960, t I would be an 
excess of col ipution income over be it outeo of about SoUOU0 million 
unde! ( iil vhereas under present law there would e a deficit 
of about $300 millio Under the bill, the excess of contribution in- 
ome would be about $500 million in 1961. about $50 million 1 1962, 
and DOI $1.5 bilhon a year u Oo and in ivba On the ) C] 
hand, under pres law, during i year oO ) 1961-64, 
there would be deficits of contribution income as ymMpal ith bene- 
it oute’o ra »¥tTO as mu as DuMiON 

As to the disa lity IMNsuranee SYSLeI lt Line bil ere » | me law 
1n A) ISI LGD 1) ( ( sburseme Oo] Lh ( ile} n Ven 1958 
would be increas by about $18 million, while there v id, of course, 
hi no a itional ony | ii¢ trus na aul C Line vear. in 
calendar vear 1UnY., wen benefit disbur ements under thy bill would 


total about 5450 million, or an increase ol about S200 million over 
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present law. At the same time, contribution income for disability 
insurance for 1959 would amount to about $980 million, or only a 
small increase over present law (solely because of raising the taxable 
earnings base, since there is no change made in the amount of contribu- 
tions assignable to this program). Nonetheless, in 1959 there would 
be an excess of contribution income over benefit outgo of about $500 
million. Similarly, in 1960 and the years immediately following, 
contribution income would be well in excess of benefit outgo—by as 
much as $300 million in 1965 and, of course, somewhat larger amounts 
in the earlier years. 

Table 4 gives the estimated oo ration of the old-age and survivors 
Insurance tru (fund under the bill for the long-range future, based on 
the intermediate-cost estimate. It will, of course, be recognized that 
the figures for the next two or three decades are the most reliable 
(under the assumption of level-earnings trends in the future) since 
the populations concerned—both covered workers and beneficiaries— 
are already born. As the estimates proceed further into the future, 
there is, of course, much more uncertainty—if for no reason other than 
the relative diffie a in predict ting future birth trends, but it is 
desirable and neces uy nonetheless to consider these long-range 
possibilities under a social-insurance program that is intended to 
operate | perpetuity 

In every year after 1959, for almost the next 30 vears, contribution 
income is estimated to exceed old age and survivors insurance benefit 


disbursements. Even after the benefit outgo curve rises ahead of the 
contribution income curve in 1985, the tru und will nonetheless 
continue to increase because of the effect of interest earnings (which 
more than meet the administrative expense disbursements and any 
nelal interchanges with the fee retirement program). As a 
t, this trust fund is es d to grow steadily, reaching $50 
llion in 1970, $99 billion in 1c 180. and $163 billion at the end of this 
turv. In the very far distant future; namely, in about the year 
30, the trust fund is estimated to reach a maximum of about $295 
billion, and then decrease slowly. Nevertheless, even 90 vears from 
now. this estimate would show a trust fund of about $200 billion. 
The fa that tl trust fund would not become « xhausted until some- 
ul han a century hence, indicates that the proposed: tax 
dule is not quite self-supporting ‘all hough it is, for all practical 
irposes, sufficiently close so that the system may be said to be 
Acluarlaiwy sound, Chis coneral situatior Wis also true for the 
td ae und sequent amendments, according to the estimates 
made he a thev \ re beme considered. 
On the other hand, the disability insurance trust fund grows 
ly. See table 5 In 1970, it is shown as being $5.7 billion, 
ile in 1980 and 2000, the corresponding figures are $6.8 billion and 
| billion respectively ; ‘| here is an excess of contribution income 
over benefit disbursements for every year up to about 1975, and even 
thereafter trust fund continues to grow because of its interest 
earning In fact, this trust fund is never shown to decline in any 
iture vear, which is to be expected since the level-premium cost of 


the disabil Ly benefits according to the intermediate-cost estimate is 
ian the level-premium income of one-half of 1 percent 
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(4) Results of cost estimates on range basis 

As indicated previously in connection with table 1, the excess of 
(1) the level-premium seats ibution rate equivalent to the graded 
schedule in the law over (2) the level-premium cost of benefit pay- 
ments and administrative expenses (after appropriate adjustment for 
the effect of interest earnings on the existing trust fund) is used to 
indicate the actuarial balance of the system. A negative figure indi- 
cates the lack of actuarial balance; a positive figure indicates more 
than sufficient financing (according to the estimate). The following 
table shows these figures for the bill according to the low-cost, high- 
cost, and intermediate-cost estimates for the old-age and survivors 
insurance program and for the disability insurance program (computed 
as of the beginning of 1958): 


[Percent 


Item Low-cost High-cost Intermediate- 
cost 
Old-age and survivors insurance 
| 
( ntribut Ss Rf 7 oR | R02 
I 7. 29 12 | “e 
¥ ™ 44 2! 
T) 1 
1} U 
( tr t 
Benefit cost ! 67 10 
‘ fler j ” 1 
I } } Dp ] th 
th ( 1 r 
ad 


Table ¢ shows the estimated operations 0 | the old-age and survivors 
insurance trust fund for the low- ost and | 1g gots estimates, while 
table 7 gives correspond no heures tor th a bi ty insurance trust 


fund. Under the low-cost estimate, the uid. age and survivors insur- 


ance trust fund builds up quite rapidly and in the vear 2000 is shown 
as being about $280 billion and is then vrowing at a rate of about 
$14 billion a year. Likewise, the disability insurance trust fund 
STOWS steadily under the low-cost estimate, reaching about $45 
billion in the year 2000, at which time its annual rate of growth is 
about $2 billion. For both trust funds, after 1959, benefit disburse- 


ments do not exceed contribution income in any year in the foreseeable 
future. . 

On the other hand, under the high-cost estimate, the old-age and 
survivors insurance trust fund builds up to a maximum of about 
$85 billion in about 25 years, but decreases thereafter until it is ex- 
hausted in the year 2010. U1 ider this estimate, benefit disbursements 
from the old-age and survivors insurance trust fund are smaller than 
contribution income during all years before 1980, except 1959 and 
1962 (in the latter year a relatively small deficit would be shown). 
As to the disability insurance trust fund, in the early years of opera- 
tion, contribution income materially exceeds outgo, and this is so 
until 1965. Accordingly, the disability insurance trust fund, as 
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shown by this estimate, would be about $3 billion in 1965 and would 
then slowly decrease until being exhausted in 1976. 

These results are consistent and reasonable, since the system on an 
intermediate-cost estimate basis is intended to be approximately self- 
supporting, as indicated previously. Accordingly, a low-cost estimate 
should show that the system is more than se lf-supporting, whereas a 
high-cost estimate should show that a deficiency would arise later on. 
In actual practice, under the philosophy in the 1950 and subsequent 
acts, as set forth in the committee reports therefor, the tax schedule 
would be adjusted in future years so that ne gpa of the developments 
of the trust funds shown in tables 6 and 7 would ever eventuate. 
Thus, if experience followed the low-cost cule, and if the benefit 
provisions were not changed, the contribution rates would probably 
be adjusted downward—or perhaps would not be increased in future 
years according to schedule. On the other hand, if the experience 
followed the high-cost estimate, the contribution rates would have to 
be raised above those scheduled. At any rate, the high-cost estimate 
does indicate that under the tax schedule adopted, there would be 
ample funds to meet benefit disbursements for several decades, even 
under relatively high-cost exp ‘rience. 

Table 8 shows the estimated costs of the old-age and survivors 
benefits and of monthly disability benefits under the bill as a percent- 
age of pavroll through the year 2050 and also the level-premium cost 
of tie 2 programs for the low-cost, high-cost, and intermediate-cost 
estimates (as was en shown in tables 1 and 3 for the inter- 
mediate-cost estimat 


6) Summa Y ¢ / actuai ial cost est) mate Ss 


The old-age, survivors, and disability insurance system, as modified 
by the bill, has a benefit cost that is very closely in balance with con- 
tribution income. This also was the case for the 1950 act and subse- 
quent amendments at the time they were enacted. In fact, the system 
as modified by the bill is significantly closer to actuarial balance, 
according to the intermediate-cost estimate, than is the present law. 
The system as modified by the bill, and the system as it was modified 
by the previous amendments, has been shown to be not quite self- 
supporting under the intermediate-cost estimate. There is very close 
to an exact balance, especially considering that a range of error is 
necessarily present in the long-range actuarial cost estimates and that 
rounded tax rates are used in actual practice. Accordingly, the old- 
age, survivors, and disability insurance program, as it would be 
amended by this bill, is actuaris ally sound. In fact, the actuarial status 
of the program is very much improved over that of present law since 
the cost of the liberalized benefits is more than met by the increased 
contributions that are scheduled (with such rise going fully into effect 
almost immediately upon the inauguration of the new benefit pro- 
visions). 

The disability insurance portion of the program—established under 
the 1956 act—when considered separately, shows a small favorable 
actuarial balance because the contribution rate allocated is slightly 
in excess of the cost for the disability benefits, based on the nter- 
mediate-cost estimate. Considering the variability of cost estimates 
for disability benefits, this small actuarial excess is not significant. 


S. Rept. 2388, 85-2 5 
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TABLE 1.—Actuarial balance of old-age, survivors, and disability insurance program 
under various acts for various estimates on an intermediate-cost basis 


[Percent] 











| Level-premium equivalent ? 
Date of i d 
Legislation estimate | | 
Benefit Contribu- | Actuarial 
costs 3 tions | balance 4 
| | 
Old-age, survivors, and disability insurance ! 
ine enavaa > [ 1950 5.95 —(). 10 
agin i ‘ 1952 ® 7 —.10 
= Stolk Galette ism Ee ea oie 1954 6, 62 6.05 57 
‘ e 1954 7. 50 7.12 —. 38 
‘ 1956 7.4 7.29 16 
1956 7.85 1. ¥e 13 
‘ s 8.2 7.83 —. 42 
LioOust » S 7E 8 52 24 
Old é€ and surviv lrance ! 
19 1956 7. 43 12 ), 20 
19 > ; ‘ fr 
1958 8 8 8. 02 26 
D I i e1 
195¢ = pi bots ( 2 19 ). O7 
1956 a 5 15 
1958 bill (H s ; 1 
Tr p p t cy j i £ 
latio1 f V | 
2 Ex eda M ( 
including ac I refi th wer I | f I { mpared with 
the in é ploy r ‘ the inter th ind, and for 
admir 
4A negati ur lica i t of lack of actu 4 \ ve ire i more than 
suff tf ) ir 
TABLE 2. Changes in estimated leve l-p en m co of benefit payments as per- 
centag of tarable payro c by type o} change, intern ate ost estimate at 3 pe ent 
unterest, 1956 act a } 
{ i 1 iD Sal lity 
It V insurance 
nsurance 
I ent Percent 


Present lack of balance (—) or surplus (4 57 +O. 15 







Increase of 44-percent in tax ‘i 0 
Acceleration of tax sct 1 es r.19 
Increased income base ; +. 52 +. 03 
Additional benefit « urnings base 30 —. 02 
Increase of benefit level by 7 percent (or $3, if more)-__- - 7 —. 03 
Supplementary benefits for disability beneficiarie —.06 
Elimination of disability benefit offset provision. —. 03 
Modification of insured status requirements. - —. 03 
Liberalizing retirement test 01 
Paying parent’s benefits in all cases__.. l 
Lack of balance (—) or surplus (+-) under bill_- —. 25 +. O01 
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TABLE 3.— Estimated level-premium cost of benefit payments, administrative expenses, 
and interest earnings on existing trust fund under bill as percentage of taxable 
payroll, by type of benefit, intermediate-cost estimate at 3 percent interest 


Old-age and | Disability 



























Item survivors insurance 
insurance 
| Percent | Percent 
ORT TR swale warillellaawatila pagvetedueacowsuesekenieentecesetual 5. 92 0. 43 
Wife’s benefits 2 ii witha Swami i ts ie acide Si vista acdsee dc chee costo “37 | .03 
Widow's benefits_..__- s tape tasdetra tea nai aaa ata mae tine 1.23 (2) 
Parent’s benefits ‘ oS ks Sanaa pacar. 5 den wh raked baceee . 02 | (2) 
Child’s benefits............ i sabres paraedie Galibihas a tondccheall ‘ ca . 43 . 03 
Mother’s benefits__. sinescikceneptan dan sar tioned as es .| can (2) 
Lump-sum death payments-.-..........-----.-- ‘ .| 12 | (?) 
| 
otal benefits . ; : onus separates aie 8. . 49 
Administrative expenses ok’ pits pee sive | 01 
Interest on existing trust fund 3 sie dica cach g hicepinsaeaieaie i‘ is _ —.01 
Net total level-premium cost a ‘ ceatwecedetcncabiess | 49 
| 

1 Ineludi 1djustr t reflect the lower contribution rate for the self-employed as compared with the 
com ed employer- yee rate 

3 This type of benefit not payable under this program. 

41 This item is taken as an offset to the benefit and administrative expense costs. 


Tasxie 4.—Progress of old-age and survivors insurance trust fund under bill, high- 
employment assumptions, intermediate-cost estimate at 3 percent interest 


{In millions] 











| | 
| | | Railroad | } 
| Contribu- | Benefit | Adminis- | retirement | Interest on | Balance in 
Calendar year tions | payments trative | fir ial | fund? fund 3 
| | change! | 
| | | 
Actual data 
. einer erenennteaneenes 
1951... $3, 367 $1, 885 $81 | $417 | 
1952 3,819 | 2, 194 88 wil 365 | 
195 3, 94 3, 006 | 88 414 | 
1954 . 163 3, 670 92 | 468 | 
19 ,713 4 968 | 119 | 461 | 
19 6, 172 | 5, 715 132 | 531 | 
19. 6, 826 | 7, 347 | 4162 557 | 
Estimated data 
: " : 
1958 $7, 297 $8, 318 | $156 —$124 $565 $21, 656 
1959 8, 632 9, 400 | 161 —219 570 21, 079 
1960 j 10, 621 10, 027 | 166 | —196 593 21, 905 
1961 11, 106 10, 618 169 | —195 637 | 22, 666 
1962... 11, 256 | 11,207 | 172 | —199 675 | 23, 019 
1963 13, 124 | 11, 678 175 —156 708 | 24, 843 
1964 13, 652 12,016 | 178 — 156 765 | 26, 909 
1965 13, 830 | 12, 333 | 181 — 160 824 | 28, 891 
1970_. 19, 404 | 15, 030 | 201 | —70 1,410 50, 480 
1975 20, 880 17, 766 | 222 | —59 9.190 | 76, 606 
1980__.. 22, 301 | 20, 874 | 246 | 12 | 2, 862 | 98, 880 
2000... 29, 695 | 29, 672 | 332 192 | 4,773 | 163, 81% 
2020... 36,124] 40,716 | 426 192 | 8,398 | 285, 941 
| | ' ' 





1A positive figure indicates payment to the trust fund from the railroad retirement account, and a 
negative figure indicates the reverse. 

2 At 3 percent, excent 2.6 percent in 1958, 2.7 percent in 1959, 2.8 percent in 1960, and 2.9 percent in 1961. 

§ Not including amounts in the railroad retirement account to the credit of the old-age and survivors 
insurance trust fund. In mill ons of dollars, these amounted to $377 for 1953, $284 for 1954, $163 for 1955, $60 
for 1956, and nothing for 1957 and thereafter 
4 This figure is artificially high because reimbursements from the disability insurance trust fund, called 


for by the law, had not been made in calendar year 1957. These amounted to about $14 million. 
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TaBLe 5.—Progress of disability insurance trust fund under bill, high-employment 
assumptions, intermediate-cost estimate at 3 percent interest 


{In millions] 















| Railroad 
Contribu- Benefit Adminis- etirement | Interest on | Balance in 
Calendar year tions payments ; fund? | fund 
| | 
j ] | 
| | 
| | 
| Actual d 
| : 
Sok ba ehcieciaoke a kennmes $702 | $57 | OTs eance $7 $649 
| | 
Estimated data 
ss sch = $914 9 $1, 306 
----- JSU "1 $1¢ 1, 887 
991 492 23 —2 2, 402 
x 5S 23 —23 76 2, S81 
6 24 — 2¢ 92 327 
, 67 24 | —28 104 3, 737 
7 25 —3i Lif 4,107 
| 25 34 12¢ 4, 437 
| 27 —34 165 | 5, 686 
| —3] 187 | }, 392 
path | | 22 201 6, 844 
| 49 | 2 3 13, 194 
: | l 1 | yA 7, 04 
| 
1 A positive figure indicates payment to the trust fund from the railroad retirement account, and a negative 
figure indica f ¢ 
2 At 3 percent, except 2.6 percent in 1958, 2.7 percent in 1959, 2.8 percent in 1960, and 2.9 percent in 1961. 
3 This figure is art y low because reimbursements to the old-age and survivors insurance trust fund, 
called for by the law, had not been made in calendar year 1957. These amounted to about $14 million 


TABLE 6. Estimated progress of old-age and survivo insurance trust fund under 








1 ) J ; > 
ball, hiah-e mpl »yment ass implion a lo vecost and high- st estimates at 8 percent 
interest 

{In million 

ad I 1 

Cont 1 Renefit Ad s ret t | Interest on! Balance in 
Calendar year ) I f ] fu 1 
‘ pe 
cha l 
w ? nat 

> ROG $12, ( —$14 SNS : 9 

l ) 458 4 ¢ ‘ ) if 

1 . 21,072 17, 217 2 , $At s 

1980__- 22,773 19, 965 228 39 3, 334 115, 772 

2000. $2 7 26, 8. rit 2138 8, O82 280, 066 

High-cost est ite 
$13, 794 $19. —4 $7 
19, 351 216 | —9! 1,274 
20, 688 239 | —85 1, 934 | 67, 430 
21, 829 263 | —14 2,391 | 81, 9SS 
27, 253 354 | 167 | 1,465 | 3 47, 559 





1 A positive figure in licates payment to the trust fund from the railroad retirement account, and a nega- 
tive figure in licates the reverse. 

2 At 3 percent, except 2.6 percent in 1958, 2.7 percent in 1959, 2.8 percent in 1960, and 2.9 percent in 1961. 

§ Fund exhausted in 2010. 
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TaBLe 7.—Estimated progress of disability insurance trust fund under bill, high- 
employment assumptions, low-cost and high-cost estimates at 3 percent interest 


{In millions] 























| | 
| | Railroad | 
Contribu- | Benefit Adminis- | retirement | Interest on | Balance in 
Calendar year | tions | payments trative financial fund 2 fund 
| expenses | inter- 
| change ! | 
| Low-cost estimate 
; ral ead | we want skh ee 
1965 a eek ae See $1, 063 | $535 $22 2 $164 $5, 876 
PPL ktenntaebcddbdbeokedh io Setat 1, 144 | 699 | 23 | } 259 | 9, 099 
a eid te id alias a lee ; 1, 239 | 834 25 | 360 12, 527 
1980 5 i dakeaweiee | 1, 339 | 930 | 27 474 16, 449 
Meta ies:, Bed Su ie 1, 889 | 1,110 | 36 | 1, 310 45, 372 
High-cost estimate 
l | | | 
1968 se 7 . ‘ $1, 056 $1, 059 | $28 | —$35 $88 $2, 998 
1970 a ans and é 1, 138 | 1,407 | 30 | 35 | 71 2, 272 
BED a caios mde cine ae a 1,216 | 1, 666 | 33 | 3 | 15 258 
IAs neers te cikes eibeeuTeoue , 283 1, 828 | 35 —24 (3) : 
2000 aed i 1, 602 | 2, 189 | 44 | —4 (4) @) 
| | | | 








1 A positive figure indicates payment tothe trust fund from the railroad retirement account, and a negative 
figure indicates the reverse. 

2 At 3 percent, except 2.6 percent in 1958, 2. 

§ Fund exhausted in 1976. 


7 percent in 1959, 2.8 percent in 1960, and 2.9 percent in 1961, 


TABLE 8,—Estimated cost of benefits of old-age, survivors, and disability insurance 
system as percent of payroll !, under bill 


(In percent 





Calendar year | Low-cost High-cost /|Intermediate- 
estimate estimate cost estimate ? 


Old-age and survivors insurance benefits 


17" z 7 B 6. 47 6. 84 6 66 
1980 7.46 8.4) | 7. 96 
1990 7. 83 9. 91 8 82 
20K 7.06 10. 08 | &. 44 
2025 7. 96 13 23 | 10 15 
2050 ‘ 10 O8 15. OU 12 02 
Level-premium cost a , 7. 29 9. 42 8. 27 


Disability insurance benefits 








1971 7 ‘ 0. 32 0. 63 0. 48 
198 7 36 72 . 53 
190K sae = 30 . 64 | . 46 
2000) = é cites ‘ ke ot . 30 68 47 
2025 see ‘ mY | 81 | . 55 
2054 te sie 43 | 87 . 60 
Level-premium cost 3... ; -<| 33 . 67 .49 

faking into account lower contribution rate for the self-employed, as compared with combined em. 


ployer-emplovee rate 
2 Based on the average of the dollar costs under the low-cost and high-cost estimates. 
Level-premium contribution rate, at 3-percent interest rate, for benefits after 1957, taking into account 


interest on the Dec, 31, 1957, trust fund future administrative expenses, and the lower contribution rates 


puaVube ¥ LI SO liewliipuey A 
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IV. DISCUSSION OF PUBLIC ASSISTANCE AND MATER- 
NAL AND CHILD WELFARE PROVISIONS 


A. Pusiic Assistance Provisions 
(1) General 
The bill would amend those provisions of the Social Security Act 
relating to old-age assistance (title I), aid to dependent children 
(title 1V), aid to the blind (title X), and aid to the permanently and 
totally disabled (title XIV), so as to: 

(1) Change the formula determining the Federal share of 
assistance payments to provide an average maximum on State 
expenditures for assistance in which there can be Federal sharing, 
including assistance in the form of medical care and as money 
payments, and make a portion of the Federal contribution related 
to the per capita income of the States; 

(2) Extend the benefits of the four titles to Guam, with a dollar 
limitation on the total Federal grant; 

(3) Increase the dollar limitation on the total Federal grant 
to Puerto Rico and the Virgin Islands; 

(4) Extend for an additional 2 years the special matching 
provisions for certain State aid-to-blind programs. 


(2) Explanation of committee amendments to public assistance pro- 
VisSiLOTLS 

In view of testimony by the Secretary of Health, Education, and 
Welfare that the administration is strongly opposed to increases in 
the Federal share of public assistance payments, a number of changes 
in the House bill have been made to minimize these objections: 

(1) The maximum on matchable payments has been reduced 
from $66 to $65 for the aged, blind, and disabled, and from $3: 
to $30 for recipients of aid to dependent children. This is esti- 
mated to effect a saving of $39 million annually, reducing the 
annual cost of the provisions from $288 million to $249 million. 

(2) The effective date has been deferred from October 1, 1958, 
to January 1, 1959, reducing the cost in fiscal 1959 to about $125 
million. 

The committee also provided for an Advisory Council on Public 
Assistance to study the proper Federal role and matching formulas 
for these programs, similar to the existing Council on Social Se- 
curity Financing which would report its findings and recommenda- 
tions by January 1, 1960. 

The ‘provisions of the House bill that would have repealed section 
9 of the act of April 19, 1950, amended, relating to additional Fed- 
eral sharing under titles I, IV, and X in assistance provided to Navaho 
and Hopi Indians has been eliminated. 

(3) Federal matching formula 

Under the old-age assistance, aid to the permanently and totally 
disabled. aid to the blind, and aid to denendent children titles of the 
Social Security Act, the Federal Government participates in State 
expenditures made to needy individuals in the form of monev pay- 
ments. and in behalf of an individual in the form of medical care or 
other forms of remedial care recoenized under State law. The law 
provides a maximum on State expenditures in which the Federal Gov- 
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ernment can participate, separately stated for money payments to the 
individual for assistance and medical care on his behalf. For money 
payments made to the individual the present maximum, in old-age 
assistance, aid to the blind, and aid to the permanently and totally 
disabled is $60 a month; for aid to dependent children, the present 
AK is $32 a month for the first dependent child in the home, 
} for each additional child in the home, and $32 a month for the 
= itive caring for the dependent child or ¢ hildren. For medical care 
costs paid in behalf of a needy person to vendors of medical care 
(doctors, hospital, ete.), the Federal Government participates in ex- 
penditures up to a total determined by multiplying $6 a month times 
yoy number of adults receiving assistance in a particul: ir State, and 
3a month by the number of ¢ children rec eiving assistance. ‘The Fed- 
al share of the payments made which are within the maximums 
described above, is for old-age assistance, aid to the blind, and aid to 
the permanently and totally disabled, four-fifths of the first $30 of the 
average assistance payment, and one-half of the remainder up to a 
maximum of $60, and in the aid to dependent children, fourteen- 
seventeenths of the first $17 of the average assistance payment made 
under the program, and one-half of the remainder up to the maximum 
of $32 or $23. For medical care, the Federal share of payments made 
within the maximums of $6 and $3 is one-half, or $3 and $1.50. 

Under the committee’s bill, the method of determining the Federal 

share of State ex ee would be changed in two respects: 
(1) ‘he maximums on the payment made to the recipient and 
on the vendor expenditures made in his behalf in the form of 
lical or remedial care in which the Federal Government will 
participate would be combined into one maximum and on the 
basis of ~ average payment to all recipients in a State which 
maximum is applicable to the entire assistance expenditure, in- 
eluding both money payments to the needy recipients and medical 
eare in their behalf. For old-age assistance, aid to the blind, and 
aid to the permanently and totally disabled, this maximum would 
be $65 a month. In aid to dependent children, the maximum 
would be $30 a month for each individual receiving assistance. 
(2) The Federal share would be determined in part by the rel- 
ative fiscal ability of the State as measured by average State per 
capita income. 

The Federal share of assistance expenditures for the aged, blind, 
and disabled would be four-fifths of the first $30 of the average 
monthly assistance expenditure (as at present). For needy dependent 
children, the Federal share would be changed from fourteen-seven- 
teenths of the first $17 of the average monthly assistance expenditures 
for individuals receiving aid to five-sixths of the first $18 of such 
expenditures 

Federal participation in the assistance expenditures made above 
these maximums but within the overall limits determined by multiply- 
ing by $65 the number of persons receiving old-age assistance, aid to 
the blind, and aid tothe permanently and totally disabled each month; 
and by $30 the number of persons receiving aid to dependent children 
each month would be increased above the present 50-50 matching for 
the lower income States. Federal participation in such payments 
would be 50 percent for States whose per capita income was equal to 





40 SOCIAL SECURITY AMENDMENTS OF 1958 


or above the average per capita income for the United States, and 
would range upwé ird to 70 percent for States whose per capita income 
is below the national average. The bill directs that the Secretary of 
the Department of Health, Education, and Welfare, between July 1 
and August 31 of each even numbered year, shall promulgate the 
Federal percentage for each State on the basis of average per capita 
income of each State and of the continental United States, for the 
three most recent calendar years for which satisfactory data are avail- 
able from the Department of Commerce. Such promulgation shall 
be used in determining the Federal share of State assistance expendi- 
tures for the succeeding 2 years. Special provision is made in the bill 
for the Secretary to promulgate a percentage as soon as possible after 
the enactment of this act, oe shall be used for the 11 quarters in 
the period beginning October 1, 1958, oe June 30, 1961 

The change to an average maximum holds many advantages for the 
States in simplification of administrative procedures by eliminating 
some detailed recordkeeping and by enabling the States, with Federal 
participation, to meet more adequately the unusual needs of individuals. 
This is difficult to do under the present law, inasmuch as the Federal 
maximums are stated in terms of payments to an individual. The 
combining of the Federal maximum on assistance paid as money pay- 
ments to the individual and medical care in his behalf also is advan- 
tageous. This change will enable a State to decide to what extent it 
wishes to pay for medical care received by the needy through the 
method of making a payment in his behalf to the vendor of the me dical 
care or giving him money so that he can purchase his own medical care, 
without | being influenced by consider: ation of Federal financial sharing. 
The bill will make it clear that the Federal Government will be able 
to participate financially in State expenditures for medical care in 
those instances in which the recipient was eligible at the time the 
medical care was authorized, but who subsequently became ineligible 
for such reasons as death prior to the payment of the bill. 

Under the bill, each State would receive additional Federal funds 
which would enable the States to increase the payments to individuals 
receiving aid as needed or to give assistance to additional needy 
people. The revised formula in the bill for determining the Federal 
share of assistance will be of particular assistance to States with 
limited fiscal resources and will enable these States to make more 
nearly adequate assistance payments. This will help to more nearly 
balance the level of assistance made available to needy people in the 
various parts of the country. 





| 





———e 


—_—_ 


SOCIAL SECURITY AMENDMENTS OF 1958 41 


Estimated increase! in Federal funds by States under proposal in committee bill 


All programs combined | All programs combined 
State (in order of per State (in order of per | 
capita income, 1954-56 Total Monthly capita income, 1954-56) Total Monthly 
snnual increase } annual | increase 
increase | per re- | increase | per re- 
cipient | cipeint 
Thousands | Thousands | 
United States total $249, 512 $3. 94 Minnesota — 5, 305 | $5. 33 
Kansas 2, 259 | 3. 32 
12 highest State f 40), 593 1. OS Florida =< 8, 548 | 4.14 
27 middle States 106, 801 4.47 Arizona teieieia 2, 938 | 5. 96 
12 lowest State 102, 118 5. 40 lowa 6, 333 7. 68 
Texas ‘ 14, 117 3. 46 
Delaware 306 3.05 Nebraska 2, 192 6.05 
Connecticut 1, 09] 2. 52 Maine 2,015 5. 40 
Nevada 205 2. 84 Virginia 3, 229 4.52 
New Jersey 1, 281 1, 94 Utah 1, 299 | 1.87 
District of Columbia Y57 4, 22 Vermont 1,050 | 7. 96 
California 4.331 7 Idaho 1, 624 9. 10 
New York 8, 207 1.85 Oklahoma 21, 480 10. 29 
Illinois 5, 526 2.15 New Mexico | 3, 902 7.72 
Michigar 6519 3.50 || Louisiana 23, 536 | 7.85 
M assachusett 3,027 1.81 Georgis 20, 706 9. 43 
Ohio 7,412 3.2 South Dakota 2, 610 10. 26 
Maryland 1, 731 3. 12 North Dakota 1, 650 | 7.74 
Washington 2, 718 2. 40 West Virginia 8, 558 7. 06 
Rhode Island 1, 136 3. 75 ‘Tennesset 10, 333 ». 32 
Pennsylvania 6, 908 2. 99 Kentucky 7, 401 4.27 
Indiana 2, 947 3. 48 North Carolina 7, 127 3. 80 
Oregon 1, 349 3.19 Alabama 6, 690 2. 36 
W yoming 149 2.93 South Carolina | 2, 967 3. 09 
Montana 1, 125 5. 26 Arkansas 9, 666 8. 65 
Mi: sour! f, 582 2.11 Mississippi . 874 | 47 
Co v0 2, 692 2.72 Alaska | 217 | 2.77 
Wr innes isin 4,718 5. 51 Hawaili | 387 | 2. 37 
New Hampshire 532 4.44 | 


! Assuming States continue to spend as much per recipient per month from State and local funds as under 
present formula, Based on estimates by the States of recipients and expenditures for fiscal year 1959. 


(4) Approval of certain State plans for aid to the blind 
Pi } 


The bill provides for an additional 2-year extension of section 344 
(}) of the Social Security Act, relating to aid to the blind programs 
1 Pennsylvania and Missouri. 


6) Technical amendment 

The Social Security Amendments of 1956 emphasized the impor- 
tance of helping recipients attain self-care and_ required that State 
plans provide a description of the services the States agencies make 
available to recipients of public assistance. The language requiring 


this description was omitted from the amendments to title I i in 1956. 
This technical amendment is added. 
(6) Guam, Puerto Rico, and the Virgin Islands 

The bill would amend the definition of “State” in the general 
provisions (title XI) so as to include Guam and thus extend the old- 
age assistance, aid to dependent children, aid to the blind, and aid to 
the perm: anently and totally disabled programs to that isl: ind posses- 
sion. Federal sharing in expenditures for public assistance in Guam 
would be on a 50-50 basis, the same as now in effect for Puerto Rico 
and the Virgin Islands. The limitation of the total amount of Fed- 
eral grants for public assistance in Guam would be $400,000. There 
are many points of comparability between Guam and the Virgin 
Islands, and Puerto Rico, both of which jurisdictions have public- 
assistance programs with Federal participation. Such programs as 
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public health, vocational educational, vocational rehabilitation, and 
employment services have already been extended to Guam. 

The bill also increases the dollar amount of the authorization for 
both Puerto Rico and the Virgin Islands. Both of these territories 
have made very substantial fiscal effort to support their programs. 
The present formula for the Federal financing of public assistance 
for Puerto Rico and the Virgin Islands provides relatively less Fed- 
eral funds than the formula in effect for other jurisdictions. In order 
to enable these territories to have more adequate financing of their 
public-assistance programs within the limits of the special formula 
applic: able to them the bill increases the authorization for Puerto Rico 
from $5,312,500 to $8,500,000 and for the Virgin Islands from $200.000 
to S3i ns JOU, 

The bill continues the 50 percent matching for Puerto Rico and the 
Virgin Islands. For the aged, blind, and disabled, the former maxi- 
mum of $30 on money payments and $6 on medical care vendor pay- 
ments are combined into an average maximum of $35. For aid to 
dependent children, the former maximums of $18 and $12 per recipi- 
ent plus the $6 and $3 vendor payment medical care maximums are 
combined into a single average of $18. The new formulas are extended 
to Guam. 


B. MaATerNAL AND Cruitp WeLrare Provistons 


Your committee’s bill would 
(1) Raise the ceilings on the amounts authorized for annual 
appropriations for maternal and child health services, crippled 
children’s services, - child welfare services under title VY of the 
Social Security Act; and 
(2) Improve the hl | welfare provisions of the present law by 
removing inequities which how exist in @ xtending these services 
as between children in urban areas and children in rural areas 
and by liberalizing certain other provisions which have caused 
problems 
Testimony ¢ established the need for expalit ling these three progr: ims. 
In order to make possible in the immediate future more assistance 
to the States in extending and improving these important services for 
children, the bill prov ides an increase of $5 million in the amounts 
authorized for annual appropriation for each of these programs as 
follows: 


Current el Recom- 


thorization mended 
cca iedaicectanephlaes achicha auinscitinainaei — . 
Maternal and child health services. _..___. ~~ : ‘ $16, 500,000 | $21, 500, 000 
Crippled children’s services..............-- ee ne : 15, 000, 000 20, 000, 000 
Ohild welfare services............._-...- 12, 000, 000 17, 000, 000 





The present law also limits the use of child welfare services funds 
to predominantly rural areas and other areas of special need. Three 
out of five children in the Nation now live in urban areas. Many 
families have shifted in the last decade from farms and small towns 
to cities where services have not expanded to meet their needs. In 
the light of these developments, the present law would be amended so as 
to make child welfare services generally available not only in rural 
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areas but also in urban areas and to give equal consideration to chil- 
dren in urban areas as to children in rural areas. 

The bill also includes a new formula for the allotment of these funds 
whereby the allotment will be related directly to the total child 
population under 21 and inversely to the per capita income of the 
State. In order to assure that present services to children in rural 
areas are not reduced because of this change, the bill also includes a 
provision for a base allotment. The bill provides that if the amount 
allotted under the new formula is less than the State’s base allotment, 
the amount shall be increased to the base allotment and the necessary 
adjustment made by reducing the allotments of other States. The 
base allotment is the amount which would have been allotted to the 
State for the particular year in which the appropriation is made, under 
the provisions of section 521 of the law in effect prior to the enactment 
of the 1958 amendments as applied to an appropriation of $12 million 
(the amount currently authorized and which has been appropriated 
for the fiscal year ending June 30, 1959). The formula used for com- 
puting this base allotment would be, therefore, the same as in the 
present law, using rural child population statistics which subsequently 
become available and re present the current statistics for the year in 
which the appropriation is made. 

The bill also makes several other improvements in the child wel- 
fare provisions of the law. One of these would establish a new pro- 
vision authorizing reallotment of these funds, thereby enabling full 
utilization of funds appropriated for child welfare services, 

Another prov ision liberalizes the present provisions concerning the 
use of these funds for the return of runaway children. The age limit 
of children who may be returned through the ‘se funds would be raised 
from 16 to 18 and the States would be authorized to use these funds 
for maintenance of runaway children, for a period not exceeding 15 
days, pending their return. A matching provision has been added in 
order that the financial provisions for these grants are in the future 
consistent with those of other Federal grant programs. 


The ne ed for additional super grade s in Nocial Ne curity Administra- 
tion and for INCrEASE IN salary of Commissioner 

For many years this committee has worked with officials and 
technical staff of the Social Security Administration in connection 
with the analysis legislation and the deve ‘lopment of proposals for 
such legislation. The committee has been impressed with the high 
ealiber and outstanding ability of the staff and with their diligence 
and devotion to the task which the committee has assigned to them. 
The committee is quite concerned over the fact the Social Security 
Administration, with over 23,000 employees, has one of the lowest 
incidences of supergrades of any comparable Federal agency. For 
example, the Bureau of Old-Age and Survivors Insurance with over 
22.000 employees has only 3 supergrades. There are many agencies 
in the Government with only a fraction of this number of empleyees 
with more supergrades. The committee is aware that the Social 
Security Administration has grown rapidly and that this, together 
with numerical limitation provided by law, is the basic reason for 
its small number of supergrade positions. The committee wishes to 
call this to the attention of the executive branch as well as the appro- 
priate congressional committees. 
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V. SECTION-BY-SECTION ANALYSIS 


The first section of the bill contains a short title, the Social Security 
Amendments of 1958. The remainder of the bill is divided into seven 
titles as follows: 

Title I—Increase in benefits under title II of the Social Security 
Act. 

Title [I—Amendments relating to disability freeze and disabil- 
ity insurance benefits. 

Title I1]—Provisions relating to eligibility of claimants for so- 
cial security benefits, and miscellaneous provisions. 

Title 1V—Amendments to the Internal Revenue Code of 1954. 

Title V—Amendments relating to public assistance. 

Title VI—Maternal and child welfare. 

Title VII—Miscellaneous provisions. 


TITLE I—INCREASE IN BENEFITS UNDER TITLE II OF THE SOCIAL 
SECURITY ACT 


SEC. 101. INCREASE IN BENEFIT AMOUNTS 


Section 101 of the bill contains provisions for effectuating the 
benefit increases that the bill would provide, including provisions for 
determining the new primary insurance amounts for both present and 
future beneficiaries through a benefit table and provisions to adjust 
minimum benefits for a sole survivor and maximum benefit amounts 
for families to the higher rates. 


Primary insurance amount 

Subsection (a) of section 215 of the Social Security Act, as 
amended by section 101 (a) of the bill, sets forth a table to effectu- 
ate the benefit increases provided by the bill for people who are on 
the benefit rolls before January 1, 1959, and to determine the benefit 
amounts of people who will come on the benefit rolls after December 
31,1958. ‘The new primary insurance amounts, shown in column IV 
of the table, are stated in whole dollars only. (The primary insur- 
ance amount is the amount payable to the retired or disabled worker 
and the amount on which all other benefits are based.) The amounts 
in the table were computed by increasing the primary insurance 
amounts of present law by 7 percent and rounding the resulting 
amounts to the nearest whole dollar (with some minor adjustments 
to provide a smooth progression of dollar values), with a minimum 
increase of $3. 

The primary insurance amounts that would be provided by the 
table range from a minimum of $33 for people whose average monthly 
wage is $54 or less to a maximum of $127 for people who will have 
the new maximum average monthly wage of $400 that will become 
possible in the future with the $4,800 annual e arnings base that the 
bill would provide. The primary insurance amounts of retired work- 
ers who are now on the benefit rolls at the $30 minimum would be 
raised to $33. Retired workers who are now at the maximum primary 
insurance amount of $108.50 would be raised to $116. 

The amended section 215 (a) also provides the method for com- 
puting primary insurance amounts through the use of the table. 
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The subsection provides that a person’s primary insurance amount 
shall be the largest amount for which he can qualify under condi- 
tions set forth in the following subsections of the new section 215: 

(1) Section 215 (b), which provides for computation of an av- 
erage monthly wage based on earnings after 1950 only, with up to 
5 years of lowest earnings excluded. This is the w ay in which bene- 
fits will be computed for most future beneficiaries. If this method 
is used, the worker’s primary insurance amount is the amount in col- 
umn IV of the table on the same line on which his average monthly 
wage appears in column III. 

(2) Section 215 (ce), which provides for determination of a pri- 
mary insurance amount under the provisions of present law. ‘The 
new primary insurance amount of a person for whom this method is 
used is the amount in column IV of the table on the same line on 
which his present-law primary insurance amount appears in column 
II. Basically, this is the method that will be used for people who 
are already on the benefit rolls, or who die, before January 1, 1959. 

(3) Section 215 (d), which provides for determination ‘of a pri- 
mary insurance benefit under the rules generally applicable before 
the Social Security Act Amendments of 1950, with an average 
monthly wage computed over the period beginning with 1937 after 
dropping out up to 5 years of lowest earnings. Generally this 
method will be used for future beneficiaries who have not had sig- 
nificant earnings after 1950. If this method is used, the worker's 
primary insurance amount is the amount in column IV of the table 
on the same line on which appears his primary insurance benefit in 
column I of the table. 

Under paragraph (4) of the new section 215 (a), a person who 
was entitled to a disability insurance benefit in the month before 
the month in which he became entitled to an old-age insurance benefit 
would have a primary insurance amount equal to the amount of his 
disability insurance benefit if that was larger than any other amount 
for which he could qualify. (See see. 101 (h) of the bill, discussed 
below, for transitional conversion from d lisability benefit to primary 
insurance amount.) 


Average monthly wage 
Section 101 (b) of the bill amends section 215 (b) of the Social 
Security Act (relating to the computation of the average monthly 
wage) to make that section applicable solely to benefits determined 
under column III of the table. It further provides that the amended 
section 215 (b) could be used to determine the average monthly wage 
only of people with at least 6 quarters of coverage Pafter 1950 who, 
after December 1958, either (1) become entitled to old-age insurance 
benefits or disability insurance benefits, or (2) die without hecoming 
entitled to such benefits, or (3) file an application for a “work” recom- 
putation under section 215 (f) (2) (A) of the Social Security Act and 
meet the conditions for such a recomputation as specified in such 
section 215 (f) (2) (A), or (4) die and in the month of death meet 
“sp conditions for such a “work” recomputation as specified in section 
5 (f) (2) (A), or (5) file an application for a recomputation, under 
me 102 (f) (2) (B) of the Social Security Amendments of 1954, 
to drop up to 5 years of low earnings, and qualify for such a “dropout” 
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recomputation under such section 102 (f) (2) (B). The provision 
described in (5) does not appear in the House bill. It is a technical 
change required because of the changes made in section 101 (c), men- 
tioned below. 


Primary insurance amount under 1954 act 

Section 101 (c) of the bill amends section 215 (c) of the Social 
Security Act to provide that people who became entitled to old-age 
or disability insurance benefits prior to the effective date of the bill, 
or who died prior to that effective date, would have their primary 
insurance amount computed under the provisions of the present law; 

this primary insurance amount would appear in column II of the 
table and would be converted to the new amount on the same line in 
column IV of the table. Section 101 (c) of the committee-approved 
bill differs slightly from that in the House bill as a result of certain 
technical and clarifying changes. 
Prim try INSUPANCE be ne fit unde - 1939 act 

Section 101 (d) of the bill amends section 215 (d) of the Social 
Security Act, which relates to provisions for computing primary 
insurance benefits under the general provisions of the law as in effect 
prior to the Social Security Act Amendments of 1950. An indi- 
vidual who had his benefit computed by this method would have his 
primary insurance benefit, shown in column I of the table, converted 
to the primary insurance amount on the same line in column IV 
of the table. 

The primary insurance benefit is used in present law to determine 
pe imary insurance amounts mainly in those cases where the worker’s 

~arnings in years before 1951 were more substantial than his earnings 
after 1950, and it would be so used under the bill. The primary 
insurance benefit computation would be aes ‘able to people who have 
at least one quarter of coverage before 1951, provided that they meet 
the conditions which permit the ¢ computation of an individual’s aver- 
age monthly wage under the proposed section 215 (b) (except the 
requirement of 6 quarters of coverage after 1950). As under present 
law, this method of computation would not be available to people who 
attained age 22 after 1950 and had at least 6 quarters of coverage after 
1950. 
Minimum SUPUIVOTS or de Pe nde nts he Ne tits 

Section 101 (e) of the bill amends section 202 (m) of the Social 
Security Act to raise from $30 to $33 (the first figure in column IV of 
the table in the new sec. 215 (a) of the Social Security Act) the mini- 
mum benefit payable to a sole survivor beneficiary. 


Maximum benefits 


Section 101 (f) of the bill amends section 203 (a) of the Social 
Security Act (relating to the total amount of benefits payable to a 
family on the basis of a single earnings record) to provide that the 
total of the benefits payable on the basis of a single earnings rec- 
ord may not exceed the amount appearing in column V of the benefit 
table (provided in sec. 101 of the bill) on the line on which, in col- 
umn IV of the table, the primary insurance amount appears. The 
amended subsection also makes the limitation applicable to the total 
of the benefits payable on the earnings of disability insurance benefits. 
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Under present law, family benefits totaling $50 or less are not subject 
to any maximum limitation. If the family benefits total more than 
$50, they are limited to the largest of the following: $50; 114 times 
the worker’s primary insurance amount; and 80 percent of his average 
monthly wage. In no event can the total be more than $200.° For the 
purposes of the table, the $50 minimum of present law was increased 
to $53 and the $200 maximum was increased to $254. - The: maximum 
fs amily benefit amounts between $60 and $254 were established as the 
greater of (a) 11% times the primary insurance amount, and (6) 80 
percent of the upper average-monthly-wage amount in each bracket. 
The only exceptions to this method are at the very lowest levels, where 
the maximum amounts are set at $1 intervals from the $53 minimum 
to $60 in order to effect a smooth progression of maximum family 
benefit amounts. 

In the House bill the maximum limitation on family benefits at 
primary insurance amounts from $69 to $109 was set at 80 percent 
of the average of the upper and lower average-monthly-wage amounts 
in the applicable line in column IV of the table. Under the House 
bill, the maximum amount of family benefits payable in future cases 
where the worker’s average monthly wage is above the midpoint of 
the range would have been smaller than that family could have re- 
ceived under the present law. The committee approved bill avoids 
this anoinalous result by applying the 80-percent-of-average-monthly- 
wage limitation, at the levels where it applies, to the largest figure in 
column IV on each line. 

Paragraph (1) of the amended section 203 (a) continues in the 
benefit table the effeet of the provisions of present law for reducing 
family benefits in cases where (but for the provisions of sec. 202 
(k) (2) (a) of the act, which limits the benefit payments of a child 
entitled to more than one benefit to the amount payable on the earn- 
gs record yielding the largest amount) a child would be entitled 
to benefits on the basis of the wages and self-employment income 
of more than one insured individual. In that case, the maximum 
amount of benefits payable to the family would be the sum of the 
maximum amounts payable on the earnings records of all the in- 
sured indiv idus ils on whose earnings records family members could be 
entitled to benefits. In no event, though, could the total family bene- 
fits exceed the largest amount of maximum family benefit payable 
($254). 

Paragraph (2) of the amended subsection provides a saving clause 
to assure an an rease in family benefits for people already on the bene- 
fit rolls when the bill becomes effective. In the absence of such a 
provision, some families now on the benefit rolls could receive little 
or no increase in benefits because their benefits are already at or near 
the maximum payable to the family as provided in the benefit table. 
The maxunum family benefit in such cases would be the larger of 

(a) the maximum amount permitted under column V of the table, 
and (6) the maximum amore permitted under present law plus the 
increase made by section 101 (a) of the bill in the primary insurance 
amount of the insured individual on whose wages and self-employ- 
ment income such family benefits are based. 

Paragraph (3) of the amended subsection makes special provision 
relating to family benefits based on the earnings record of an indi- 


in 
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vidual for whom a period of disability was established if the period 
began before the effective date of the bill and continued beyond that 
date until he became entitled to disability insurance benefits or old- 
age insurance benefits or until he died. The purpose of this provision 
is to assure that the family of such a person, regardless of when the 
family goes on the benefit rolls, will receive an increase in benefits 
as a result of the enactment of this bill. The family of a disabled 
person will be in approximately the same pe: with regard to 
maximum family benefits payable, as the family already receiving 
benefits based on the earnings of a worker who died or became entitled 
as of the time the period of disability began. This provision is needed 
for this purpose only at levels of primary insurance amount at which 
maximum family benefits are in effect limited to 80 percent of the 
worker’s average monthly wage—$68 or over in column IV of the 
benefit ts able—and its application is limited to those levels of primary 
insurance amount. In no case could the provision raise the total of 
benefits payable to a family to more than the overall family maximum 
($254). 

Ww henever a reduction in family benefits is made under this sub- 
section, each benefit, except the old-age insurance benefit and the dis- 
— insurance benefit, would be proportionately decreased. In any 

vase In which benefits were reduced pursuant to the provisions of this 
ilsinetions: the reduction would be made after any other deductions 
under section 203 of the Social Security Act (such as deductions on 
account of earnings) and any deductions under section 222 (b) of 
that act (relating to re iat f a disability insurance beneficiary to 
accept rehabilitation sieitinnes, 

Effective date 

Section 101 (g) of the bill provides that the amendments made by 
section 101 shall be effective for monthly benefits beginning with Jan- 
uary 1959, and for lump-sum death payments where death occurs afte 
December 31, 1958 


Transitional CONVEPSION from disability insurance be nefit to primary 
insurance amount 

Section 101 (h) of the bill is a special transitional pro\ ision which 
will apply to an individual who was entitled to a disability insurance 
benefit for December 1958 and who died or became entitled to old-age 
insurance benefits in January 1959. Under the general rule in section 
215 (a) (4), as set out in section 101 (a) of the bill, an individual en- 
titled to a disability insurance benefit in the month before he dies or 
becomes entitled to old-age insurance benefits will have as his pri- 
mary insurance amount (for retirement or survivor benefits) the 
amount in column IV of the table that is equal to his disability insur- 
ance benefit, if that is the largest amount to which he could become 
entitled. In the situation outlined above, the individual’s disability 
insurance benefit, since it was derived from a primary insurance amount 
det>rmined under the present law, does not have any direct tie in with 
column IV of the table, which contains the new benefit amounts. Thus, 
the general rule cannot be applied to this individual. Instead, section 
101 (h) of the bill provides that his primary insurance amount shall 
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be the amount in column IV of the table on the same line on which 
in column IT appears his present primary insurance amount. (This 
primary insurance amount in col. II is equal to his disability insur- 
ance benefit under present law.) 
Saving provision 

Section 101 (i) of the bill is a saving clause which would prevent 
benefits from being reduced because certain provisions of present 
law are not applicable to benefits for months after the effective date. 
Where benefits are payable retroactively for months before the effec- 
tive date, based on a computation or recomputation of benefits for 
which application is filed after that date, the primary insurance 
amount on which the benefits for these months are based will be com- 
puted under the provisions of present law. If the amount so com- 
puted is larger than the amount as computed under section 215 as 
amended by ‘the bill, this larger amount will be the individual’s pri- 
mary insurance amount for months after the effective date. If such 
primary insurance amount is not a multiple of a dollar, it will be 
rounded to the next higher dollar. 


SECTION 102.—INCREASE IN WAGE BASE FROM $4,200 TO 
$4,800 
Definition of wages 
Section 102 (a) of the bill amends paragraph (2) of section 209 
(a) of the Social Security Act (relating to the definition of “wages”’) 
to make the new $4,800 earnings base applicable to wages after 1958. 
Definition OF se lf-e mployme nt income 
Section 102 (b) of the bill amends paragraph (1) of section 211 
(b) of the Social Security Act (relating to the definition of “self- 


employment income”) to make the new $4,800 earnings base applicable 
for taxable years ending after 1958. 
(uarter and quarte r of coverage 

Section 102 (c) of the bill amends clauses (11) and (iii) of section 
213 (a) (2) (B) of the Social Security Act (relating to the definition 
of “quarter of cove rage’) to provide that, for calendar years after 
1958, an individual shall be credited with a quarter of coverage for 
each quarter of the year if his wages for that year equal $4,800 
(rather than $4,200 as in present law). He would also be credited 
with a quarter of coverage for each quarter of a taxable year ending 
after 1958 in which the sum of his wages and self-employment income 
equal $4,800 (rather than $4,200). 
Average monthly wage 

Subsection 102 (d) of the bill amends section 215 (e) of the Social 
Security Act (relating to the amount of annual earnings that can be 
counted in computing an individual’s average monthly wage) so as 
to increase from $4,200 to $4,800 the maximum amount of annual 
earnings that may be counted in the computation of old-age, sur- 

vivors, and disability insurance benefits, effective for calendar years 
after 1958, and to conform a reference to subsection 215 (d) to the 
changes made in that subsection by the bill. 
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TITLE II—AMENDMENTS RELATING TO DISABILITY FREEZE AND 
DISABILITY INSURANCE BENEFITS 


SECTION 201. APPLICATION FOR DISABILITY 
DETERMINATION 


Section 201 of the bill amends section 216 (i) (2) of the Social 
Security Act, which defines the term “pel iod of disability,” to ettect 
a clarifying change. The amendment makes it clear that the dis- 
abled person must file an application while under the disability with 
respect to which he seeks to secure a “disability freeze.” 

Section 201 further amends section 216 (i) (2) of the act to provide 
that a period of disability may begin as early as the first day of the 
18-month period which ends with the day before the day on which 
an individual files application for a disability determination. Section 
216 (1) (2) of the Social Security Act now provides that a period of 
disability may begin no earlier than the first day of the 1-year period 
which ends with the day before the day on which the individual files 
application. This amendment is (under sec, 207 of the bill) effective 
with respect to applications for disability determinations filed after 
June 1961. Applications for a disability determination filed on or 
before June 30, 1961, are governed by section 216 (1) (4) of the Social 


Security Act, amended by section 203 of the bi 


~ I 


SECTION 202. RETROACTIVE PAYMENT OF DISABILITY 
INSURANCE BENEFITS 


Section 202 (a) of the bill amend ection 223 (b) of the Social 
Security Act to provide that an in ld have been 


a1 4 . ae eS . ses 1 . ] ? 
entitled to a disability insurance benefit for any month after June 
: ne 


vidual who W ¢ 
L957 had he filed application thereior prior to the end of uch nie nth 
ed to such ben¢ for such month 1f he files application 


} ar nrar to tl : tae Oth manth mmmoadiotal ne 
therefo! prior to the end of ie 12th month immediately succeeding 


such nonth. Under the ex sting law, applicat ms filed DD ior to .Ja 
uary 1958S were effective as far bac k as July |. 195(/. 11 the applicant 
was eligible. No benefits are now pavable for ths ending prior 
to the filing of an application ere the any iti I r 1957 

Secti n ZOwv (b) ot thre bill an end section 2Z5 (Cc) (5) of the . ocial 
security A Le whiel defin thre term wa ne periog for pul OSes 
7 a 39} tv-insurance bene Ss. to provide LNAT a iting period tines 
begin as early as the Ist day of the 18th month before the mot th 
n which an application for disability-insurance bene iled. The 
amendment complements the amendment in subsection (a). Section 
2923, (c) (3) of the act now provides that a waiting period mav begin 
no earlier than the Ist day of the 6th month before the month in 
which an application s filed. 


SECTION 203. RETROACTIVE EFFECT OF APPLICATIONS 
FOR DISABILITY DETERMINATION 


C on | Say ! 
>¢ n 203 of the bill ame ls paragraph (4 OF st on Zio (1) 
i 2 191 Nee) \ t { t} | ] 
Lilf { Lt ecul \ i ( tO extend Ol » Veal through June oe, 
1961) th e 1 wh lisabled workers cai ipplications 
1 } } . . 1 
on the ba of which the beginning of a period of « ibility would 
I 
io 1 } ; 
be established as early as thi ictual ¢ et of disab ht proy led 
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the other requirements of the law are met). It also eliminates a 
aig of this paragraph (requiring the applicant to be alive on 
July 1, 1955) which by virtue of the effective date applicable to this 
section would ho longer be nec essary. 


SECTION 204. INSURED STATUS REQUIREMENTS 


Pei tod O7 disab lit Y 

Section 204 (a) of the bill amends section 216 (i) (3) of the Social 
Security Act in two respects. It would remove the requirement 
hat, in order for a period of disability CO begin with respect to any 
quarter, an individual have 6 quarters of coverage during the 13- 
quarter period ending with such quarter. ‘The second amendment 
would add a new requirement that an individual be fully insured. 
This new requirement will be satisfied with respect to any quarter if 
the individual would have been fully insured in such quarter had he 
attained retirement age and filed application for old-age insurance 
benefits on the first day of such quarter. Substantially the same 
requirement is already contained # section 223 (relating to dis- 
ability-insurance benefits). This amendment is the same as that in 
the House bill except that a provision has been added to provide that 
a person for whom a period of disability could begin prior to 1951 
need not be fully insured in order to meet the requirements for the 
freeze. 


} } 4 } f 
Si n 204 (b) amends section 223 (c) (1) (A) of the act to 
remove the requirement that, in order to be 1 meee for disability- 
surance benelit 5 in any month, an indi lV id ial must be curren tly 
red as define l in see, 214 of the act). This is in effect the same 
sd : . il Soe Ce TD ] Wit 
e@ ill l 1} [ ce scripead AavOVe TO! we a abi ICY freeze. 


SECTION 205. BENEFITS FOR THE DEPENDENTS OF 
DISABILITY INSURANCE BENEFICIARIES AND ELIM- 
INATION OF THE OFFSET PROVISIONS 


Payne nts from di ibility insurance trust fund 

Section 205 (a) of the bill amends section 201 (h) of the Social 
Security Act to provide that the pay ment of monthly benefits of in- 
dividuals entit] dl thereto on the basis of the wages and self employ- 
ment income of any individual entitled to disability-insurance benefits 
shall be made from the Federal disability insurance trust fund. 
IN Bi aii eh ae le 


Paragraph (1) of section 205 of the bill amends section 202 (b) of 
the act to provide that the wife of an individual entitled to disability- 
Inst rance bene its shall | e entitled to W ife’s insurance be nefits if she 
otherwise meets the ex] ting requiremen tS appli cable to the wife of 
an individual entitled to old-age insurance benefits. 

Paragraph (2) of subsection (b) amends paragraph (1) of section 
202 (b) of the act to provide that the entitlement of a wife of a dis- 
ability-insurance beneficiary shall terminate if her husband’s entitle- 
ment to disability-insurance benefits ceases before he has attained re- 
tirement age. 
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Husband’s insurance benefits 

ee (1) of section 205 (c) of the bill amends section 202 
(c) (1) (C) of the act. Under this section of present law, a hus- 
band of an individual entitled to old-age insurance benefits, in order 
to be entitled to husband’s insurance benefits, must have been receiving 
at least one-half of his support from such individual at the time she 
became entitled to such benefits. Under the amendment, the husband 
of an individual entitled to old-age insurance benefits or ne 
insurance benefits will meet this support requirement in case such 
individual had a period of disability which did not end ink to her 
entitlement to such benefits, if he was receiving at least one-half of 
his support from such individual either at the beginning of her period 
of disability or at the time she became entitled to such benefits. 
Proof of such support must be filed within 2 years after the month 
in which she filed application with respect to such period of disability 
or 2 years after she became entitled to such benefits, depending on 
whether the support was claimed as of the beginning of the period 
of disability or the time she became entitled to old- age or disability- 
insurance benefits. 

Paragraph (2) of section 205 (c) further amends section 202 (c) of 
the act to provide that the husband of a currently insured individual 
entitled to disability-insurance benefits shall be entitled to husband’s 
insurance benefits if he otherwise meets the requirements applicable to 
the husband of an individual entitled to old-age insurance benefits. 

Paragraph (3) of section 205 (c) amends section 202 (c) (1) of 
the act to provide that a husband’s entitlement to husband’s insurance 
benefits based on his wife’s entitlement to disability-insurance bene- 
fits shall terminate in the event she ceases, before she becomes entitled 
to old-age insurance benefits, to be entitled to disability-insurance 
benefits. 


Ch ild’s Insurance benefits 

Section 205 (d) of the bill amends section 202 (d) (1) of the act 
to provide cats benefits for the child of a disability insurance 
beneficiary. The amendment also adds, as a time at which the de- 
pendency of a child on an individual is determined in certain cases, 
the beginning of a period of disability. If the — has had a 
period of disability which did not end before he became entitled to 
old-age or disability insurance benefits or died, the de »pendency of the 
child may be determined as of the beginning of such period, at the 
time the parent became entitled to such benefits, or at the time of his 
death. Under the revised section 202 (d) (1) of the act, the benefits 
payable to the child of a disability insurance beneficiary would 
terminate if this parent’s entitlement to disability benefits ceases 
before the parent attains retirement age or dies. The other bases 
for terminating the child’s insurance benefits in existing law (e. g., 
death, attainment of age 18 when not under a disability, etc.) would 
also apply. 


Widower’s insurance benefits 

Section 205 (e) of the bill amends section 202 (f) (1) (D) of the 
act. Under this section of present law, in order to be entitled to 
widower’s insurance benefits, the widower of an individual who died 
a fully and currently insured individual must have been receiving 
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one-half of his support from such individual at the time of her death 
or at the time she became entitled to old-age insurance benefits. Under 
this amendment, if the woman worker had a period of disability which 
did not end before her death or before she became entitled to old-age 
or disability insurance benefits, the support requirement would be met 
if the widower was receiving at least one-half of his support from her 
at the time her period of disability began, or at the time of her death, 
or at the time she became entitled to old- -age or disability insurance 
benefits. Proof of support must be filled “within 2 years after the 
month in which she filed application with respect to her period of 
disability, or 2 years after the date of her entitlement or death, de- 
pending on the time as of which the support is claimed. 


Mother’s insurance benefits 

Section 205 (f) of the bill amends section 202 (g) (1) (F) of the 
act to provide that, in the case of a former wife dink the require- 
ment that she be receiving at least one half of her support from her 
deceased former husband | may be met, if he had a period of disabil- 
ity which did not end prior to his death, either at the time such period 
began or at the time of his death. 
Parent’s insurance bene jits 

Section 205 (g) of the bill amends section 202 (h) (1) (a 3) of the 
act to provide that the requirement that a parent be receiving at least 
one-half of his support from the deceased individual may be met, if 
such individual had a period of disability which did not end prior to 
his death, either at the time such period began or at the time of the 
individual’s de ath. Proof of such support must be filed within 2 years 
after such period began or two years after the date of such death, de- 
pending on the time as of which the support is claimed. 


Simultaneous entitlement to benefits 


Section 205 (h) of the bill amends section 202 (k) of the Act to 
make it applicable in the case of receipt by an individual of both dis- 
ability insurance benefits and other benefits. The amended section 
would provide that whenever an individual is entitled to more than 
one monthly benefit (other than an old-age or disability insurance 
benefit) he shall be ent itled to only the I: irgest of such monthly bene- 
fits. If the individual is entitled to a disability insurance benefit for 
any ; month and to any other monthly insurance benefit for such month, 
such other benefit, after any reduction under section 202 (q) (relat- 
ing to actuarial reduction of benefits in the case of certain female 
beneficiaries) and any reduction under section 203 (a) (relating to 
maximum benefits) , shall be reduced, but not below zero, by an amount 
equal to the disability insurance benefit. 

Adjustment of benefits of female beneficiary 

Section 205 (i) of the bill amends section 202 (q) of the act (relat- 
ing to actuarial reduction of benefits of female beneficiaries who re- 
ceive wife’s or old-age insurance benefits pr ior to age 65). This see- 
tion now provides for redetermination of the amount of these benefits 
when the beneficiary becomes 65 to eliminate future reductions on 
account of months before 65 when her benefits were subject to reduc- 
tions. The amendment would also provide for eliminating future re- 
ductions on account of the months for which she was no longer en- 
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titled to her benefits because her husband’s disability ended or for 
which her benefits were suspended because of his refusal, without 
good cause, to accept available vocational rehabilitation. 


De duc tion Provision 

Section 205 (j) of the bill amends section 203 (c) of the act to make 
it clear that it applies only to benefits based on the record of an old- 
age insurance beneficiary. This section of the law provides for deduc- 
tions from dependents benefits on account of earnings of the old-age 
insurance beneficiary. 
Cireums tance . unde / wmhach di duction S not T¢ quire ad 
k) of the bill amends section 203 (h) of the act, 
1 cases In which deductions, which would otherwise be 


Section 205 


which deals wit 
made from the benefits of a member of a household, are not made be 


cause the total of the benefits to all members of the household would 


( 
] 
I 


remain the same. The amendment takes account of the repeal of sec- 


a ; ee Eoeas ees AA AE c 
tion 224 (by sec. 206 of the bill) which relates to reduction of benefits 


hic h } ments unde r certain other pro- 


based on disability in cases in w 

YrPame oY ry) ahloa 7 +} ama hanaficeiar mn Aeenalnt f cl) hilitw 

PTaMs are payable tO The same pvenenelary On account OT GQISAVILIIly. 
C117 ve rt Jy) INS 7¢ a individ ue ] 

Section 205 (1) of the bill amends section 214 (b) of t ‘ 

: ] yy Gs } ; ee eee ee : ean | 

elude, in the definition of “currently insured individual,” an individual 


ed to disabilitv insurance benefits who has not less than 6 qual 


—~ 


1 
| 


entit! ' 
ters of coverage during the 13-quarter period ending with the quarter 
in which he most recently became entitled tod sability insurance bens . 
fits. Any quarter any part of which was included in a period of dis- 
ability would not be counted asa part of the 13-quarter period unless 


7 . r . . > . . 
such quarter was a quarter of coverage. This definition now relates 

} sae ; ; ae 
onlv to cases of nel duals who die Oo! have pecome entitled fo old 
1ge insurance benefits 


Roundii goTro tS 
; : : ; be ‘ 2 pr ; Spi 
Section 205 (m) of the bill amends section 215 (@) of the act, which 


relates to the rounding of benefit amounts (to multiples of $0.10) to 


take account of the repeal of se ‘tion 294 (relatn Yr to the reduction of 


bens fits based on dis i} ilitv). 


Di du t70n On account of ri fis 1] fo accept r habilitati« Mn Se) 70S 
Section 205 (n) of the bill amends section 222 (b) of the act to pro- 

a : 5 ah ; eS a : i ‘ a — 

vide that deductions shall be made from the benefits of a wife, hus- 


l 
} 1 1 ° > 4] : ] , . l- . 
led on the basis of the earnings record of a worke1 


band, or child. enti 
entitled to disability insurance benefits, for any month in which the 
disabled worker refuses, without good cause, to accept r habilitation 
services and he suffers deductions from his benefits on account of the 
refusal. 
Sus pe nsion of henetits based on disability 

Section 205 (0) of the bill amends section 225 of the act to provide 
that whenever the benefits of a disability ‘nsurance henef eee lei 
suspended for any nonth, pending a determination as to whe ther or 
not his disability has ceased, the benefits to which his dependents are 
entitled on the basis of his earnings record shall also be suspended for 


such month. 
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SECTION 206. REPEALOF REDUCTION OF BENEFITS 
BASED ON DISABILITY 


Section 206 of the bill repeals section 224 of the Social Security Act, 
which requires that the disability insurance benefit, and the child’s 
insurance benefit, of a disabled child who has attained age 18, be re- 
duced by the amount of any other periodic Federal benefit (except 
compensation paid to a veteran by the Veterans’ Administration for 
his service-connected disability, a reduction which was eliminated last 
year) or State workmen’s compensation benefit paid on account of 
disability. The re peal of section 224 is effective with respect to bene- 
fits for the month in which the bill is enacted and succeeding months. 


SECTION 207. EFFECTIVE DATES 


Section 207 (a) provides effective dates for the amendments made 
by title IT of the bill. 

The amendments relating to applications for a disability deter- 
mination (sec. 201 of the bill) would apply with respect to applica- 
tions filed after June 1961. 

The amendments relating to the retroactive payment of disability- 
insurance benefits (sect. 202 of the bill) would apply with respect to 
applications filed after December 1957. 

The amendments relating to the retroactive effect of applications 
for disability determinations (sec. 203 of the bill) would apply with 
respect to applications filed after June 1958. 

The amendments relating to the insured status requirements for a 
disability freeze and for disability insurance benefits (sec. 204 of the 
bill) would apply with respect to (1) applications for disability-insur- 
ance benefits or for a disability determination filed on or after the date 
of enactment of the bill, and (2) applications for such benefits or for 
such a determination filed after 1957 and prior to date of enactment 
of the bill if notice to the applicant of the decision of the Secretary 
of Health, Education, and Welfare with regard to the oe ation 
has not been given on or prior to the date of enactment of the bill. No 
benefits for the month in which the bill is enacted or for any prior 
month would be payable or increased by reason of these amendments. 
Redetermination of the amount of monthly benefits to exclude periods 
of disability established by virtue of these amendments would not 
be prevented by the limitations placed on benefit recomputations by 
section 215 | f) (1) of the law. 

The amendments relating to benefits for the dependents of dis- 
ability insurance beneficiaries (sec. 205 of the bill) would apply with 
respect to monthly benefits under title Il of the Social Security Act 
for months after the month in which the bill is enacted, but only if 
application for such benefits is filed on or after the date of enact- 
ment of the bill. The provision relating to repeal of reduction of 
benefits based on disability (sec. 206 of the bill) would apply with 
respect to monthly be nefits under title II of the Social Security Act 
for the month in which the bill is enacted and succeeding months. 

Section 207 (b) of the bill provides that in the case of an individual 
who would not be entitled to monthly benefits under section 202 of 
the act as a husband, widower, former wife divorced, or parent except 
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for the enactment of section 205 of the bill, the requirement that such 

an individual file proof of support within a 2-year period shall not 

apply y if such proof is filed within 2 years after the month in which 
he bill is enacted. 


TITLE III—PROVISIONS RELATING TO ELIGIBILITY OF CLAIMANTS 
FOR SOCIAL SECURITY BENEFITS, AND MISCELLANEOUS PROVI- 
SIONS 


SECTION 301. ELIGIBILITY OF SPOUSE FOR DEPEND- 
ENTS OR SURVIVORS BENEFITS 


Husbhand’s insurance benefits 


Section 301 (a) (1) amends section 202 (c) ot the Social Sec urity 
Act by making inapplicable in certain cases the requirement for hus- 
band’s insurance benefits that the wife be currently insured and that 
the husband be dependent on her—cases in which the husband was 
actually or potentially entitled to widower’s, parent’s, or (disabled) 
child’s insurance benefits in the month before his marriage to the 
person on the basis of whose earnings he is claiming husband’s insur- 
ance benefits. 

Section 301 (a) (2) amends the definition of “husband” in section 
216 (f) of the Social Security Act to include a man who in the 
month prior to the month of his marriage to an individual was actu- 
ally or potentially entitled to widower’s, parent’s, or (disabled) 
child’s insurance benefits. Under existing law, he must be married to 
her for at least 3 years or be the father of her son or daughter. 


Widow’s insurance benefits 

Section 301 (b) (1) amends subparagraph (B) of section 202 (e) 
(3) of the Social Security Act to provide for reinstating widow’s 
benefits, which were terminated because the widow remarried, in cases 
where the widow’s husband dies within 1 year after the remarriage 
and he was not fully insured. Present law permits reinstatement of 
widow’s benefits only if the new husband dies within 1 year and she 
does not qualify as his widow. 

Section 301 (b) (2) amends the definition of “widow” in section 
216 (c) of the Social Security Act by including a woman whose de- 
ceased husband had legally adopted her son or daughter while she was 
married to him and while the son or daughter was under age 18 and 
a woman who, in the month before the month of her marriage to the 
person on the basis of whose earnings she is claiming benefits, was 
actually or potentially entitled to widow’s, parent’s, or (disabled) 

hild’s insurance benefits. 
Widower’s insurance bene fits 

Section 301 (c) (1) amends section 202 (f) of the Social Security 
Act by making inapplicable in certain cases the requirement for wid- 
ower’s insurance benefits that the deceased wife have been a currently 
insured person and that the widower have been dependent on her— 
cases in which he was actually or potentially entitled to parent’s, wid- 
ower’s, or (disabled) child’s insurance benefits in the month prior to 
his marriage to her. 

Section 301 (c) (2) amends the definition of “widower” in section 


216 (g) of the Social Security Act to include a man whose son or 
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daughter was adopted by the deceased wife while he was married 
to her and while the son or daughter was under age 18. Also in- 
cluded would be a man who, in the month before his marri age to the 
person on the basis of w hose earnings he is claiming benefits, was 
actually or potentially entitled to w idower’ Ss, parent’s, or (disabled) 
child’s insurance benefits. 


Definition of “wife” 

Section 301 (d) amends the definition of “wife” in section 216 (b) 
of the Social Security Act to include a woman who, in the month 
rior to the month of her marriage to the individual on whose record 
f enefits are claimed, was ac tually or potentially entitled to widow’s, 
parent’s, or (disabled) child’s insurance benefits. 
Definition of “former wife divorced” 


Section 301 (e) amends the definition of “former wife divorced” 
in section 216 (d) of the Social Security Act to include a woman 
whose husband legally adopted her son or daughter while she was 
married to him and while the child was under age 18. 


Effective date 


Section 301 (f) provides that the amendments made by section 301 
shall apply with respect to monthly benefits for months following 
the month in which the amendments are enacted, but only if an appl 
cation for the benefits is filed on or after the date of enactment. 


SECTION 302. ELIGIBILITY OF CHILD FOR DEPEND- 
ENTS OR SURVIVORS BENEFITS 
Definition of “child” 

Section 302 (a) amends the definition of “child” in section 216 (e) 
of the Social Security Act to include the legally adopted child of a 
retired person without compliance with the requirement in present 
law that the child have been adopted for at least 3 years. It further 
provides that a child who was living as a member of a deceased person’s 
household would be considered the adopted child of the deceased per- 
son if, at the time that person died, the child was not receiving regu- 
lar contributions toward his support from someone other than the 
deceased or his spouse or from a welfare organization furnishing 
services or assistance for children, and if the surviving spouse legally 
adopts the child within 2 years after that person dies. 

Effective date 

Section 302 (b) provides that the amendment made by section 302 

shall apply with = ct to monthly benefits beginning after the date 


of enactment of the | ill, but only if an application for the benefits is 
filed on or after that date. 


SECTION 303. ELIGIBILITY OF REMARRIED WIDOWS 
FOR MOTHER’S INSURANCE BENEFITS 


Section 303 adds a new paragraph (3) to section 202 (g) of the 
Social Security Act to provide that, where mother’s ben hts were 
terminated because of the remarriage of a widow or former wife 
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divorced, they sh: _ be reinstated if the remarriage is ended within 


1 *¢ 1 . 
l year by the husband’s death and if she cannot become entitled to 
mot r’s Insurance benefits on his earl Ings When he dies. he House 
bill woud have reinstated the mother’s benefits if her new husband 
] ] stk ! . } 4 l ck } 39 c } 
died within | year and 1f She was not his Widow as defined in the 
law. ‘The committee changed this provision because in most cases the 
WILGOV would ive peen tne "y dow’ ot the new hu bane l as defined 
in the law put coutk not receive other's insurance benefits on his 
; 17 4 41 { . 
earnings vecause she Lidt I yi¢ another requirement for entitle- 
ment to mother’s nsurance benefits it she have her second hus- 
| ind’s ehild 1h) her ire. Be nefits unde I this section would not be 
pays le earlier than the mor 1 in which the husband dies, the 12th 
+} acd +], +) nth 7 hich an annilicatian ic filed t, ‘elnctata 
n mn berore the montn 1n which an apy Cation IS Hriead to relnstate 
Gi t] ea eens Ramee aa 
t! earlier benefits, or the month after the month in which these 


: ; . : 4 ; 
eleiieaaaie are enacted, whichever Is the latest. 


SECTION 304. ELIGIBILITY FOR PARENT’S INSURANCE 
BENEFITS 
Provisions I"¢ la Ing OF ligibilat / 

Section 304 (a) amends — 202 (h) (1) of the Social Security 
Act by removing the bar to payment of parent’s insurance benefits 
where a widow or child act ually or potentially entitled to benefits 
survives a deceased worker. The ame ndme mnt 1s made effective for 
months following the month in which the bill is enacted, but only if 
an application for benefits is filed on or after the date of enactment. 
Di aths be fore f He ( #9 a4 date 

Section 304 (b) is a saving clause to provide that benefits for per- 
sons who are on the benefit rolls when the amendment made by sub- 
section (a) becomes effective shall not be reduced, through the opera- 


tion of the provisions which limit the amount of the benefits which 


may be paid on the basis of a single earnings record (sec. 203 (a) of 
the Social Security Act), because of a parent’s entitlement which re- 
sults from the provisions of this section of the bill. 


7 
J 


Proof of support in, cases of deaths before effective dat 

Section 304 (c) extends, for 2 years after the month in which this 
bill is enacted, the period in which a parent may file proof of support 
by the deceased son or daugh ter in ¢ — to qui ili ry for sue h bene fits in 


cases In which pare nts a re ene nefits by reason of the amend- 


} 


ments made by this secti 


SECTION 305. ELIGIBILITY FOR LUMP-SUM DEATH 
PAYMENTS 


require LEC7L THAT SU) IVING SPOUS hy, a é m by rOT We IQ¢ I? AOUSeC- 
Section 202 (i) of present law provides that a spouse may receive a 
] 
I 


if he or she was 
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iump-sum death payment on tne death of the wor 
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living with” the worker at the time of death. 
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with” is defined to mean that the spouse was living in the same house- 
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hold with the worker, or that the spouse was receiving regular con- 
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ributions from the worker, or that the worker was under a court 
order to contrib ute to the spouse’ s support. 
Section 305 (a) amends sec tion 202 (1) to delete this prov ision and 


substitutes a requirement that the spouse be living in the same house- 
hold with the worker at the time of death. 
Section 305 (b) removes the definition of “living with” from sec- 


tion 216 (h) of the Social Security Act sin ce it is ho lo hnger required 
f yr any purpose. 
/ 4 Cli UIaT¢e 
The amendments made by section 305 are made effective for lump- 
S . > ' 3° ‘ 7 , 
sum payments based on the earnings of workers who die after the 
month of enactment. 


SECTION 306. ELIGIBILITY OF DISABLED PERSONS FOR 
CHILD’S INSURANCE BENEFITS 

Provis LONS Ve lating fo de pe nde Vit Y 

Section 306 (a) amends section 202 (d) of the Social Security Act 
to provide that the dependency of a disabled child who is over 18 (a 
condition of his eligibility for benefits) shall be determined in the 
manner provided in present law for the child who is under age 18. 
This would eliminate the special, additional, requirement that the dis- 
abled child over 18 be receiving at least half his support from the 
worker in order to be deemed dependent on him. 
Effective date 

The amendment is made effective for monthly benefits for months 
~— the month in which this bill is enacted, but only if an applica- 


1 for such benefits is filed on or after the date of enactment of the 
bill 


SECTION 307. ELIMINATION OF MARRIAGE AS BASIS 
FOR TERMINATING CERTAIN SURVIVORS BENEFITS 
Cy} ahd INSUPANCE / ne his 


Section 307 (a) amends section 202 (d) of the Social Security Act 
to pee ide that a (disabled) child’s insurance benefits shall not be ter- 


minated because of marriage if the (disabled) child marries a person 
! titled to old-age insurance benefits, disability insurance benefits, wid- 
ow’s insurance benefits, widower’s insurance benefits, (disabled) child’s 


1) mea } ? (14 rather’ 7 nT , ha } . Toe ’ 1? **) A 
| l \ e benefits, mother’s insurance benefhts, 01 parent S Insurance 


fi In the case of such child’s marriage to a man entitled to dis- 
ty insurance benefits or (disabled) child’s insurance benefits, her 
benefit vill end when her spouse is no lo wer entitled to his benefits 
nless thi pous dies or, in ca e he was entitled to disability insurance 
benefits, he becomes entitled to an old-age insurance benefit. 
Woda 1) ce benefits 


Section 307 (b) ame nds section 290 (e) of t he Social Security Act 
to provide that a widow’s insurance bene fits shall not be terminated by 
f her remarriage if the remarriage is to a person entitled to 


widower’s, parent’s, or (disabled) child’s insurance benefits. In case 
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of her remarriage to an individual entitled to (disabled) child’s in- 
surance benefits, her entitlement will end if he ceases to be under a disa- 
bility. 
Widower’s insurance benefits 

Section 307 (c) amends section 202 (f) of the Social Security Act 
to provide that a widower’s insurance benefits shall not be terminated 
because of his remarriage if the remarriage is to a person entitled to 
widow’s, mother’s, parent’s, or (disabled) child’s insurance benefits. 
Mother's insurance benefits 

Section 307 (d) amends section 202 (g) of the Social Security Act 
to provide that a mother’s insurance benefits shall not be terminated 
by reason of her remarriage if the remarriage is to a person entitled 
to old-age, disability, widower’s, parent’s, or (disabled) child’s in- 
surance benefits. In case of her remarriage to a man entitled to dis- 
ability insurance benefits or (disabled) child’s insurance benefits, her 
benefits will end when her spouse is no longer entitled to his benefits 
unless the spouse dies, or, in case he was entitled to disability insurance 
benefits, he becomes entitled to an old-age insurance benefit. 
Parent’s insurance benefits 

Section 307 (e) amends section 202 (h) of the Social Security Act 
to provide that a parent’s insurance benefits shall not be terminated 
because of remarriage if the remarriage is to a person entitled to 
widow’s, widower’s, mother’s, parent’s or (disabled) child’s insurance 
benefits. In case the remarriage is to a male individual entitled to 
(disabled) child’s insurance benefits, the female parent’s entitlement 
will end if her new husband ceases to be under a disability. 
Deduction Provisions 

Section 307 (f) amends section 203 (c) of the Social Security Act 
by redesignating the present subsection (c) as paragraph (1) of sub- 
section (c) and adding a new paragraph (2) to provide for deduc- 
tions from a (disabled) child’s or mother’s insurance benefits for any 
month in which the person entitled thereto is married to someone 
entitled to an old-age insurance benefit who incurs deductions from 
his old-age insurance benefits because of his earnings. 


Deductions on account of refusal to acce pt rehabilitation services 


Section 307 (g) amends section 222 (b) of the Social Security Act 
to provide for deductions from a (disabled) child’s or mother’s in- 
surance benefits for any month in which the person entitled thereto is 
married to someone entitled to disability insurance benefits who in- 
curs deductions, for such month, for refusal to accept rehabilitation 
services. 

Effective date 

Section 307 (h) provides that the amendments made by section 307 
(other than the amendments to the deduction provisions made by 
subsections (f) and (g)) shall be effective for months following the 
month in which this bill isenacted. In the case of benefits terminated 
before enactment which would not have been terminated had this bill 
been in effect, however, the amendments will be effective only if an 
application for such benefits is filed after the month in which the bill 
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is enacted. The amendment made by subsection (f) applies to bene- 
fits for months in any taxable year of the working spouse beginning 
after the month in which this bill is enacted; the amendment made by 
subsection (g) applies to benefits for months after such month of en- 
actment in which deductions are incurred by the spouse for refusal 
to accept rehabilitation services. 


SECTION 308. AMOUNT WHICH MAY BE EARNED WITH- 
OUT LOSS OF BENEFITS 


Section 308 of the bill makes several changes in section 203 of the 
Social Security Act, which relates to imposition of deductions from 
old-age and survivors insurance benefits on account of earnings over 
the exempt amount or occurrence of other events. 

Section 808 (a) of the bill amends section 203 (e) (2) of the act 
to change the order of charging earnings in excess of the exempt 
amount ($1,200 for a full taxable year) to months of the taxable 
year. Excess earnings are to be charged (at the rate of $80 per month) 
to the first month of the taxable year and then to each succeeding 
month, instead of (as under existing law) to the last month and 
then to each preceding month. 

Section 308 (b) of the bill amends section 203 (e) (8) (A) of the 
act to make a conforming change. 

Section 308 (c) of the bill amends sections 203 (e) (2) (D) and 
203 (e) (8) (B) (ii) of the act to increase from $80 to $100 the 
amount of wages that a beneficiary may earn in a month without 
having benefits withheld even if excess earnings are charged to such 
month as indicated above, provided he does not perform substantial 
services in self- employment in such month. (This change does not 
affect the provision, described above, which requires that earnings in 
excess of the exempt amount be charged to the months of the year 
in units of $80.) 

Section 308 (d) of the bill amends section 203 (g) (1) of the act 
to provide that a beneficiary who has had his benefits suspended 
under the earnings test for all months (of a taxable vear) in which 
he is under 72, does not = to file an annual report of earnings with 
the Secretary for that ye It further provides that the beneficiary 
(or his survivors) has a period of 3 years, 3 months, and 15 days 
after the close of the year in which to file information that benefits 
are due for any month in the year; if this is not done, no benefits 
may be paid for such month. 

Section 308 (e) makes a conforming change in section 203 (1) of the 
act, which relates to good cause for failure to make required reports. 
Section 308 (f) of the bill makes the amendments made by the section 
effective for taxable years beginning after the month of enactment. 


SECTION 309. REPRESENTATION OF CLAIMANTS BE- 
FORE SECRETARY OF HEALTH, EDUCATION, AND 
WELFARE 


Section 309 of the bill amends section 206 of the Social Security Act 
to eliminate the requirement that an attorney desiring to represent 
claimants before the Secretary must, as a matter of course, file a cer- 
tificate of his right to practice. 
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SECTION 310. OFFENSES UNDER TITLE II OF THE 
SOCIAL SECURITY ACT 


Section 310 amends section 208 of the Social Secur ity Act, which 1s 
designed to protect the old-age and survivors system against fraud. 

The present section 208 specifically applies to the making of false 
statements (such as tax returns, tax claims, and the like) about cov- 
ered earnings for the purpose of obtaining or increasing benefits; and 
to the making of false statements, affidavits, or documents in connec- 
tion with an application for benefits, regardless of whether made by 
the applicant or some other person. Section 310 of the bill amends 
section 208 to make the penalty provision clearly applicable in con- 
nection with willful failure to disclose material information as well 
as positive action; in connection with noncovered as well as covered 
earnings; and in connection with suspensions, terminations, and mis- 
use of benefits, and disability determinations, as well as in connection 
with applications for benefits. The penalty provision would thereby 
be clarified and brought up to date to take account of major amend- 
ments to the program adopted in 1954 and 1956, such as the provisions 
on disability and the application of the earnings test to noncovered 
work. 

SECTION 311. EXTENSION OF COVERAGE IN 
CONNECTION WITH GUM RESIN PRODUCTS 


Section 311 (a) of the bill amends section 210 (a) (1) of the Social 
Security Act by removing the specific exclusion ea employment of 
service performed in connection with the production or harvesting of 
erude gum (oleoresin) from a living tree or the processing of such 
crude gum into gum, spirits of turpentine, and gum resin, if such 
proe essing Is carried on by the original produc er - the crude gum. 
Subsection (b) provides that the amendment made by subsection (a) 
shall apply to service performed after 1958. 


SECTION 312. EMPLOYMENT FOR NONPROFIT 
ORGANIZATIONS 


Section 312 (a) of the bill amends section 210 (a) (8) (B) of the 
Soe ial Security Act to make the exclusion from employment now pro- 

ided by section 210 (a) (8) (1B) conform to the changes that section 
40} ) of the bill makes in section 3121 (k) of the Internal Revenue Code 
of 1954. Subsection (b) provides that the amendment made by sub- 
section (a) shall be effective with respect to certificates filed ‘under 
section 3121 (k) of the Internal Revenue Code after the date of 
enactment. 


SECTION 313. PARTNER’S TAXABLE YEAR ENDING AS 
RESULT OF DEATH 


Section 313 ( (a) of the bill provides for the crediting of a deceased 
partner with a share of the partne rship’s — or loss, for social- 
security purposes, for the year of his death. 4 \ detailed discussion of 
this amendment appears in the explanation (in this report) of section 
403 (a) of the bill. 
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Section 313 (b) of the bill provides that the amendment made by 
subsection (a) shall apply with respect to individuals who die after 
the date of enactment of the bill; and with respect to individuals who 
die after 1955 and on or before the date of enactment, but only if the 
requirements of section 403 (b) (2) of the bill are met. 


arte 314. GRATUITOUS WAGE CREDITS FOR AMERI- 
YAN CITIZENS WHO SERVED IN ARMED FORCES OF 
ALLIED 000 NTRIES 


General rule 

Section 314 (a) of the bill amends section 217 of the Social Security 
Act to extend the noncontributary wage credits, provided under sec- 
tion 217 of the act, to certain American citizens who, prior to Decem- 
ber 9, 1941, entered the active military or naval service of countries 
that, on September 16, 1940, were at war with a country with which 
the United States was at war during World War II. Wage credits 
of $160 would be provided for each month of such service performed 
after September 15, 1940, and before July 25, 1947. To qualify for 
such wage credits, an individual must either have been a United 
States citizen throughout the period of his active service or have lost 
his United States citizenship solely because of his entrance into such 
active service. He must have resided in the United States for at 
least 4 years during the 5-year period ending on the day of his 
enrance into such active service and must have been domic riled i in the 
United States on such day. Separation from such active service must 
either have been (1) through discharge under conditions other than 
dishonorable after active service of at least 90 days or by reason of an 
injury incurred or aggravated in line of duty, or (2) through death 
in such service. 

Paragraph (2) of the new subsection provides that the parent of 
an individual to whom paragr con (1) applies shall have 2 years after 
the date of enactment of the bill, or after the date of the death of 
such individual, whichever is later, in which to file proof of support 
as required in section 202 (h) of the Social Security Act. 
Reimbursement to disability insurance trust fund 


Section 314 (b) of the bill makes a technical change in section 217 
(g) of the Social Security Act, which authorizes appropriations to re- 
imburse the “trust fund” for costs arising out of the granting of non- 
contributory wage credits under such section 217. The term “trust 
fund” is changed to “trust funds,” in recognition of the creation of 
the separate Federal disability insurance trust fund by the 1956 
amendments. 

Effective date 


Paragraph (1) of section 314 (c) of the bill provides that the 
amendment made by section 314 (a) shall apply only with respect to 
monthly benefits under sections 202 and 223 of the Social Security Act 
for months after the month in which the bill is enacted, to lump-sum 
death payments under section 202 of the act in the case of deaths oc- 
curring after the month in which the bill is enacted, and to periods of 
disability under section 216 (i) of the act in the case of applications 
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for a disability determination filed after the month in which the bill 
is enacted. 

Paragraph (2) of section 314 (c) of the bill provides that the pri- 
mary insur: nee amount of an individual to whom the amendment 
made by section 314 (a) of the bill is applicable shall be recomputed 
to reflect, in any benefit to which such individual (or his survivors) 
may already be entitled, the wage credits provided by the amendment 
made by section 314 (a) of the bill. 


SECTION 315. POSITIONS COVERED BY STATE AND 
LOCAL RETIREMENT SYSTEMS 
Division of retirement systems 

Paragraph (1) of section 315 (a) of the bill divides section 218 (d) 
(6) of the act into a number of i agraphs, and modifies the provi- 
sions of such section which permit social security coverage to be ex- 
tended to only those members of a State or local retirement system who 
desire such coverage. These provisions are modified in three ways. 

First, Massachusetts and Vermont are added to the list of States to 
which such provisions apply. 

Second, the provisions (for extending coverage to only those mem- 
bers of a retirement system who desire such cover age) are modified 
by the addition of a new subparagraph (I) which makes coverage 
available, under these provisions, for persons who have an option to 
join a State or local system but who have not chosen to become mem- 
bers of the system. If the modification providing coverage under the 
divided retirement system procedure is approved after 1959, individ- 
uals having an option to join the State or local system would have to 
be treated in the same manner as members of the system; the State 
would have no option as to the treatment of such individuals. How- 
ever, if the modification is approved before 1960, the State would have 
the option as to whether these persons would be given an opportunity, 
under the divided retirement system provision, ‘of sec uring coverage. 
In the case of coverage actions which have been completed (whether 
before or after enactment date) coverage could be made available by 
the State, if it so desired, to persons having an option to join a State 
or local system under the procedure (described below) provided for 
in a new subparagraph (F). 

Third, the provisions for covering only those members of a State or 
local retirement system who desire such coverage would be modified 
by the addition of a subparagraph (F). This new subparagraph 
would give individuals who are in the group of persons which did not 
desire social security coverage another chance to obtain coverage. The 
State could transfer these persons to the group of persons desiring cov- 
erage if a modification providing for such coverage is mailed, or other- 
wise delivered, to the Secretary before 1960, or, if later, within 1 year 
after coverage was approved for the group which elected in favor of 
coverage. Coverage could be provided under this procedure only for 
those persons who filed a request therefor with the State before the 
date of approval by the Secretary of the modification providing for 
the coverage of the additional persons. 

Paragraph (2) of section 315 (a) of the bill amends section 218 
(d) (7) of the act (providing a simplified procedure for social 
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security coverage under the provisions of sec. 218 (d) (6), which relate 
to extension of coverage to those persons under State or local retire- 
ment systems desiring such coverage) to take account of the rearrange- 
ment of section 218 (d) (6) 

y rate oh (3) of section 315 (a) of the bill amends section 218 
(k) (2) of the act, which makes applicable to interstate instrumen- 
ti slftive the provisions of section 218 (d) (6) which permit the exten- 
sion of Social Security coverage to only those persons under State or 
local retirement systems who desire such coverage. Paragraph (3) 
makes applicable to interstate instrumentalities the provisions of para- 
graph (1) of the bill which relate to the coverage of an individual who 
is not a member of a State or local retirement system but is eligible to 
become a member of such system. Paragraph (3) further amends sec- 
tion 218 (k) (2) of the act to take into account the rearrangement of 
section 218 (d) (6) of the corresponding provision of prior law. 
Coverage under other retirement systems 

Section 315 (b) amends section 218 (d) of the act by adding a 
new paragraph (8) to facilitate coverage for persons in positions 
which are covered under more than one State or local retirement 
system. Subparagraph (A) of the new paragraph provides that if, 
after December 31, 1958, an agreement is made applicable to service 
in positions cov ered by a State or local retirement system, service 
performed by an individual in a position covered by such a system 
may not be excluded from the agreement because the position is also 
covered under another retirement system. Subparagraph (B) of the 
new paragraph provides that subparagraph (A) shall not apply to 
services performed by an individual in a position covered under a 
retirement system if such individual, on the day the agreement is 
made applicable to service performed in positions covered by such 
retirement system, is not a member of such system but is a member 
of another system. Subparagraph (C) provides that in cases where, 
prior to 1959, an agreement is made applicable to service in positions 
covered by any retirement system, the State may modify the agree- 
ment to make subparagr: aphs (A) and (B) applicable to suc h- sys- 
tem. Thus, in the case ‘of retirement systems brought under coverage 
before 1959, the operation of subparagraphs (A) and (B) would be 
at the option of the a ite; in the case of retirement systems brought 
under coverage after 1958 subparagraphs (A) and (B) would apply 
automatically. The new subparagraph (D) states that nothing in 
the paragraph authorizes the application of an agreement to services 
in any policem: in’s or fireman’s position in those States where such 
coverage is not specifically authorized in the act. 

Retroactive cov rage for certain State and local government em- 
ployee Ss 

Section 315 (c) of the bill amends section 218 (f) of the act by 
adding a new paragraph (2) to make retroactive coverage available 
under State agreements to certain peraons whose employment with 
the State or locality may be terminated before the agreement or 
modification extending coverage to the individual’s position is exe- 
cuted. Under present law only persons who are employed on the 
date the coverage agreement or modification is executed may obtain 
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retroactive coverage. Under the new paragraph the State could ob- 
tain retroactive coverage for all persons employed by the State or 
locality on a date specified by the State. The date specified could not 
be earlier than the date the State submits the modification. If no date 
is specified by the State, retroactive coverage would be available only 
for individuals who are still employees on the date the modification 1s 
approved by the Secretary. The new provision would be effective 
for agreements or modifications executed after the enactment date. 


TITLE IV—AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954 
SECTION 401. CHANGES IN TAX SCHEDULES 


Self-employment income tax 

Section 401 (a) amends section 1401 of the Internal Revenue Code 
of 1954 to increase the social-security tax rate on self-employment 
income. Under present law the taxes on self-employment income are 
as follows: 


Taw rate 

Taxable years beginning after: (percent) 
I ar a a re el 3% 

RT IRS Sk LOD SRE EE at SONOS AER 4% 
a aE ge rch mola mbeiaas aie titted 474 
I eee eer a On Reeves 5% 

ai eet tonnes ease ec a eae Sandee ws 63% 


The tax rates provided by the bill are as follows: 
Tar rate 
Taxable years beginning after: (percent) 


re 
= oo o 


DRTC EOE oct Bare Aon Sp la ba hr Ms 
Ns I i a nee 0 83s nh 7 3 Ad = con 4% 
I a ag ea rea in - a al 54 
a a Sac eal ot A he a s pe ts i eae tas 6 

ek SF eee cea a 634 


Tanz O71 ¢ mploy 8 and. é mploye 78 
Sections 401 (b) and 401 (c) amend section 3101 and section 3111, 
respectively, of the Internal Revenue Code of 1954 to increase the so- 
cial security tax rate on wages for both employees and employers. 
Under present law the tax rates are as follows: 
Taz rate, 
employer and 


employee, each 


Calendar years: (percent) 


1957-59 inclusive....._.._.....—. a a ee lal sisi adden ts 214 
eee cine NC acter a at as 2% 
1965-69 inclusive_____________- pe ii decuietiaibinas ies _ is sighed manana tees by 
1970-74 inclusive____.___-_-- is aes acta acer aa sJucecas:' se 
vac Gi Siber.. 5. ; a ape iicbakc ae eo 11), 


Phe tax rates provided by the bill are as follows: 
: Tar rate, 
employer and 
employee, each 


Calendar years: (percent) 


Ne a a a eB Sa hal Re a te te dnd tee e 2% 
Be nnn PMT a EN a teal Bi ides Picks Sot tes st Sige ete a 3 
1963-65 (inclusive) ___- PER eeeia a eee oe eancancniceasaeein 1% 
1966-68 inclusive______.____--_ ct ar a el ele aa ee nea a 4 
1969 and after_- ale . ij ‘ es 4% 


EK ctive date 8 
Section 401 (d) provides that the amendment made by section 
101 (a) of the bill, shall apply with respect to taxable years which 
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begin after December 31, 1958, and that the amendments made by 
subsections (b) and (c) of section 401 of the bill shall apply with 
respect to remuneration paid after December 31, 1958. 


SECTION 402. INCREASE IN TAX BASE 


Definition of S¢é lf-employment income 
Section 402 (a) of the bill amends section 1402 (b) (1) of the code 
by increasing he limitation on self-employment income subject to 


the self-employment tax (for taxable years ending after 1958) from 
$4,200 to $4,800. 


Definition of wages 

Section 402 (b) of the bill amends section 312] (a) of the code, 
relating to the definition of the term “wages” for purposes of the 
Federal Insurance Contributions Act. Section 3121 (a) (1) of exist- 
ing law provides that the term “wages” does not include that part of 
the remuneration paid within any calendar year by an employer to 
an employee which exceeds the first $4,200 of such remuneration 
(exclusive of remuneration excepted from wages by the succeeding 
paragraphs of sec. 3121 (a)) paid within such calendar year by such 
employer to such employee for employment. The amendment ‘would 
increase the amount of the limitation from $4,200 to $4,800 but other- 
wise would make no change in the provisions of section 3121 (a). 
Fe de ral S@) VEC 

Section 402 (c) of the bill amends section 3122 of the code, relating 
to Federal service, so as to conform the provisions of such section to 
the increase made by the bill in the limitation on wages from $4,200 
to $4,800. : 


Special refunds of « mploye e tax 

Section 402 (d) of the bill amends section 6413 (c) of the code, 
relating to special refunds of employee tax paid on aggregate wages 
in excess of $4,200 received by an employee from more than 1 em- 
ployer during a calendar year, so as to conform (for calendar years 
after 1958) the spec ial refund provisions to the increase made |] ry the 
bill in the limitation on wages from $4,200 to $4,800. 


Effective date 

Under section 402 (e), the amendments made by subsections (b) 
and (c) of section 402 are made applicable only with respect to 
remuneration paid after 1958 


SECTION 4038. PARTNER’S TAXABLE YEAR ENDING AS 
THE RESULT OF DEATH 


Section 403 of the bill amends section 1402 of the Internal Revenue 
Code of 1954 by adding a subsection (f), relating to the computation 
of the “net earnings from self-employment” of a partner whose tax- 
able year ends, because of his death, within the taxable year of the 
partnership. 





| 
| 
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General rule 

Under section 1402 (a) of the 1954 Code the distributive share of 
partnership income wih the partner is required to include in com- 
puting his net earnings from self-employment is based on the ordinary 
income or loss of the ‘partnership for the taxable year of the partner- 
ship ending within or with the partner’s taxable year. If the partner’s 
taxable year ends, because of his death, on any day other than the 
last day of the partnership’s taxable year, the partner’ s final taxable 
year would not include any part of the ordinary income or loss of 
the partnership for its current taxable year bec ‘ause such current 
taxable year does not end within the partner’s last taxable year. 
Thus, for such partner’s last taxable year no amount of his distribu- 
tive share of the partnership income or ges for the current partner- 
ship taxable year would be included in his net earnings from self- 
employment. 

The new section 1402 (f) provides that if, as a result of a partner's 
death, his taxable year ends within (but not with) the taxable year 
of the partnership there will be included in computing such partner’s 
net earnings from self-employment for the taxable year ending with 
his death so much of the decea ae partner’s distributive share ‘of the 
partnership’s ordinary income or loss for the partnership taxable 
year as is not attributable to an fave ‘rest in the partnership during 
any period beginning on the first day of the first calendar month 
following the month in which the partner died. 

Under paragraph (1) of new section 1402 (f) the ordinary income 

- loss of the cern is treated as if it had been realized or 
aie uined ratably over the partnership taxable year for purposes of 
determining under new section 1402 (f) the deceased partner’s dis- 
tributive share which is attributable to any interest in the partner- 
ship during any period on or after the first day of the first calendar 
month following the month in which such partner died. 

Under 98 agri aph (2) of section 1402 (f) the term “deceased part- 
ner’s distributive share” is defined, for purposes of the new subsection, 
to include the share of his estate or of any other person succeeding, 
by reason of the death of the partner, to rights with respect to his 
partnership interest. The “deceased partner’s distributive share” does 
not include any share attributable to a partnership interest which 
was not held by the deceased partner prior to his death. Thus, 

a deceased partner’s estate should increase its interest in the partner- 
ship the amount of the distributive share attributable to such addi- 
tional interest acquired by the estate would not be included in com- 
puting the “deceased p: irtner’s distributive share” of the partnership’s 
ordinary income or loss for the partnership taxable year. 

Effective date 

Subsection (b) of section 403 of the bill contains the effective date 
provision applicable to new section 1402 (f). The new section 1402 
(f) applies with respect to individuals who die after the date of the 
enactment of this bill. It will also apply to an individual who died 
after 1955 and on or before the date of the enactment of this bill if 
(1) there is filed before January 1, 1960, a self- employment tax return 
(or amended return) for the taxable year ending as a renal of the 
individual’s death, and (2) where the return is filed solely for the 
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purpose of reporting net earnings from self-employment resulting 
from the new section 1402 (f), the return is accompanied by the 
amount of self-employment tax attributable to such net earnings. In 
a case in which new section 1402 (f) does apply to an individual who 
died after 1955 and on or before the date of the enactment of this bill, 
no interest or penalty is to be assessed or collected on the amount of 
any self-employment tax due solely by reason of the operation of new 
section 1402 (f). 


SECTION 404. SERVICE IN CONNECTION WITH GUM 
RESIN PRODUCTS 


Removal of exclusion from definition of employment 

Section 404 (a) of the bill amends section 3121 (b) (1) of the code, 
relating to the exclusion from employment of certain types of agricul- 
tural labor. Section 3121 (b) (1), as amended by the bill, retains 
the exclusion contained in subparagraph (B) of section 3121 (b) (1) 
of existing law. However, the amendment removes the exclusion 
contained in existing section 3121 (b) (1) (A) applicable to service 
performed in connection with the production or harvesting of any 
commodity defined as an agricultural commodity in section 15 (g) of 
the Agricultural Marketing Act, as amended. Under the amendment 
services referred to in the preceding sentence will be covered under the 
Federal Insurance Contributions Act on the same basis as other 
agricultural labor. 


Effective date 


Under section 404 (b) of the bill, the amendment made by section 
404 (a) is made effective with respect to service performed after 1958. 


SECTION 405. NONPROFIT ORGANIZATIONS WAIVER 
CERTIFICATES 

General rule 

Section 405 (a) of the bill amends section 3121 (k) (1) of the In- 
ternal Revenue Code of 1954, relating to waivers of tax exemption 
which may be filed by certain religious, charitable, etc., organizations. 
Under present law, such an organization may file a certificate waiving 
exemption from tax under chapter 21 of such code only if two-thirds 
or more of its employees concur in the filing of such certificate, and 
such certificate is accompanied by a list containing the signature, ad- 
dress, and social security account number (if any) of each employee 
who concurs in the filing of such certificate. Such list may be amended, 
pursuant to existing law, by the filing of a supplemental list at any 
time before the expiration of 24 months following the first calendar 
quarter for which the certificate is effective or at any time before Jan- 
uary 1, 1959, whichever is later. The certificate becomes effective, 
under present law, for the calendar quarter in which filed or the fol- 
lowing calendar quarter, whichever is specified in the certificate, ex- 
cept that in the case of employees concurring on a supplemental list 
filed after the first month following the first calendar quarter for 
which the certificate is in effect, the certificate becomes effective with 
respect to services performed by such employees in the calendar quar- 
ter following the calendar quarter in which the supplemental list is 
filed. 
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Section 405 (a) of the bill amends section 3121 (k) (1) of the code 
so as to provide that a certificate filed by an organization pursuant to 
that section shall become effective for the calendar quarter in which 
filed, for the following calendar quarter, or for any calendar quarter 
preceding the calendar quarter in which the certificate is filed, which- 
ever is specified in the certificate by the organization, except that, in 
the case of a certificate filed before January 1, 1960, the certificate may 
not be made effective earlier than January 1, 1956. An organization 
that has filed a certificate prior to enactment of the bill but after 1955 
may request that the certificate be made effective for any calendar 
quarter preceding the calendar quarter for which it originally was 
effective, but not earlier than January 1, 1956. In the case of a 
certificate filed after 1959, the certificate may not be made effective for 
a calendar quarter earlier than the fourth calendar quarter preceding 
the calendar quarter in which the certificate is filed. Furthermore, in 
the case of employees concurring on a supplemental list filed after the 
first month following the calendar quarter in which the certificate is 
filed, the certificate is effective with re spect to services performed by 
such employees in the calendar quarter in which the supplemental list 
is filed. In addition, section 405 (a) of the bill amends section 3121 
(k) (1) of the code so as to provide that an organization described in 
section 3121 (k) (1) which employs ev ils who are in positions 
covered by a pension, annuity, retirement, or similar fund or system 
established by a State or political salidivision thereof, and which 
employs individuals who are not in such positions, shall separate its 
employees who are in such positions and its employees who are not in 
such positions into 2 groups for purposes of section 3121 (k) (1) of 
the code. One group shall consist of employees who are intone or 
are eligible to become members, of such fund or system; and the other 

group shall consist of all remaining employees. 

A waiver may be filed with respect to the employees in either group, 
or separate waivers may be filed with respect to the employees in the 
two groups, provided two-thirds or more of the employees in the par- 
ticular group concur in the filing of the certificate. Section 405 (a) 
of the bill also amends section 3121 (k) (1) of the code so as to pro- 
vide that, in the case of any certificate filed pursuant to section 3121 
(k) (1) which is effective earlier than the calendar quarter in which 
it is filed, all returns and taxes for the earlier calendar quarters shall 
be due on the last day of the first calendar month following the calen- 
dar quarter in which the certificate is filed. The statutory period for 
assessment of such taxes shall not be less than 3 years from such due 
date. 


y . ‘ , f 
( OnTOTMNNYG ain ndmeni 


Section 405 (b) of the bill amends section 3121 (b) (8) (B) of the 
Internal Revenue Code of 1954, which, in effect, provides an exemp- 
tion from the tax under chapter 21 of the code in respect of services 
performed for certain religious, charitable, etc., organizations. The 
amendment made by section 405 (b) of the bill isa conforming amend- 
ment made necessary by reason of oid new subparagraph (I) con- 
tained in the amendment of section 3121 (k) (1) of the code made by 
section 405 (a) of the bill. 

Under present law, services performed as an employee of such an 
organization are excepted from employment (and the remuneration 
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therefor is thus exempt from tax) under chapter 21 unless the em- 
ployee’s signature appears on the list of eta concurring in the 
filing of a certificate under section 3121 (k) (1) of the code (rel: iting 
to waivers of tax exemption which may ‘wy fled by such an organiza- 
tion) and such services are performed on or after the date on which 
the certificate became effective with respect to such employee, or unless 
the employee entered the employ of the organization after the calendar 
quarter in which the certificate was filed. 

Section 405 (b) of the bill amends section 3121 (b) (8) (B) so 
as to add a new provision in respect of employees of an organization 
which, under the new section 3121 (k) (1) (E) of the code, i is re- 
quired to divide its employees into 2 groups for purposes of section 
3121 (k) (1) (see the discussion in this report of the amendments 
made by sec. 405 (a) of the bill). Pursuant to this new provision, 
services performed as a member of such a group by an individual 
who became a member of that group after the calendar quarter in 
which a certificate under section 3121 (k) (1) was filed with respect 
to such group shall not be excepted from employment under section 
3121 (b) (8) (B) of the code. However, a member of one such group 
with respect to which a certificate is in effect who becomes a member 
of the other group shall not, as to his services as a member of such 
other group, be covered by the certificate filed with respect to the first 
group. 

Eff ctive date 

Pursuant to section 405 (c) of the bill, the amendments made by 
sections 405 (a) and 405 (b) of the bill are effective only with respect 
to certificates under section 3121 (k) (1) of the code which are filed 
after the date of enactment of the bill. 


SECTION 406. EXEMPTION OF UNEMPLOYMENT 
BENEFITS FROM LEVY 


Section 406 of the bill amends section 6334 (a) of the code, relating 
to enumeration of property exempt from levy, by adding a paragraph 
(4) dealing with unemployment benefits. Pursuant to such para- 
graph (4), amounts payable to an individual under an unemployme nt 
compensation law of the United States, of any State or Territory, or 
of the District of Columbia or of the Commonwealth of Puerto Rico, 
with respect to the unemployment of such individual, including any 
portion of the amount which is payable with respect to dependents, are 
expressly exempted from levy for a collection of any tax imposed 
by the Internal Revenue Code of 19 


TITLE V—AMENDMENTS RELATING TO PUBLIC ASSISTANCE 


Sections 3 (a), 1003 (a), and 1403 (a) of the Social Security Act 
now provide tee paying to each State with a plan approved under 
titles I, X, and XIV, respectively, four-fifths of the first $30 of the 
average monthly money payment per recipient, plus one-half of the 
remainder of such average payment, but excluding that part of any 
payment to any individual for any month in excess of $60. With re- 
spect to assistance expenditures for medical care or any other type of 
remedial care in behalf of recipients, the Federal payment is one-half 
within an average monthly expenditure of $6 per recipient. 


~ 
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SECTION 501. OLD-AGE ASSISTANCE 


Section 501 of the bill would amend section 3 (a) of the Social 
Security Act so as to provide for an average monthly maximum of 
$65 on the amount of State expenditures for old-age assistance in 
which the Federal Government would share, and to relate a portion of 
the Federal contribution to the fiscal ability of the State. The Federal 
payment would be four-fifths of the first $30 of the average monthly 
payment per pompeet, including assistance in the form of money 
payments and in the form of medical or any other remedial care, plus 
an amount that would be equal to the Federal percentage of the re- 
mainder (determined for each State as set out in sec. 505 of the bill), 
but excluding that part of the average monthly payment per recipient 
in excess of $65. 

The number of recipients to be used in determining the Federal 
payment with respect to any month would be the number who received 

cash payments for that month, plus the number with respect to whom 
expenditures were made in such month as old- age assistance in the 
form of medical care. In determining the latter number, individuals 
who were eligible when the care was provided would be counted even 
though not eligible when the medical bill was paid. 


SECTIONS 503 AND 504. AID TO THE BLIND AND 
TOTALLY DISABLED 


Sections 503 and 504 amend sections 1003 (a) and 1403 (a) of the 
Social Security Act relating to aid to the blind and aid to the per- 
manently and totally disabled, respectively, so as to provide a similar 
formula for the programs of assistance for the blind and disabled. 


SECTION 502. AID TO DEPENDENT CHILDREN 


Section 403 (a) of the Social Security Act now provides for paying 
to each State with a plan approved under title LV, fourteen-seven- 
teenths of the first $17 of the average monthly payment per recipient 
plus one-half the remainder of such average payment, but excluding 
that part of any payment with respect to the first dependent child in 
the home and the adult caretaker in excess of $32 each, and with re- 
spect to each of the other dependent children in the home in excess 
of $23. With respect to assistance expenditures for medical care or 
any other type of remedial care in behalf of recipients of aid to de- 
pendent children, the Federal payment is one-half within an average 
monthly expenditure of $3 per dependent child, and with an ga to 
the adult caretaker within an average monthly expenditure of $ 

Section 502 of the bill would amend section 403 (a) of the Social 
Security Act so as to provide for an average monthly maximum of 
$30 on the amount of State expenditures for aid to dependent children 
in which the Federal Government would share, and to relate a portion 
of the Federal contribution to the fiscal ability of the State. The 
Federal payment would be five-sixths of the first $18 of the average 
monthly payment per recipient, including assistance in the form of 
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money payments and in the form of medical or any other type of reme- 
dial care, plus an amount that would be equal to the Federal percentage 
of the remainder (determined for each State as set out in sec. 505 of the 
bill), but excluding that part of the average monthly payment per 
recipient in excess of $30. 

The number of recipients for purposes of determining the maxi- 
mum Federal share with respect to any month would be determined 
in the manner described above for old-age assistance. 


SECTION 505. FEDERAL MATCHING PERCENTAGE 


Section 505 would amend subsection (a) of section 1101 of the 
Social Security Act by adding a new paragraph defining the Federal 
percentage of State expenditures under titles I, IV, X, and XIV. 
The Federal percentage for any State (other than Puerto Rico, the 
Virgin Islands, and Guam) would be derived by relating the State’s 
per capita income to the national per capita income. For a State 
with a per capita income equal to or above the national per capita 
income, the Federal percentage would be 50 percent. Where a State’s 
per capita income was less than the per capita income of the Nation, 
the Federal percentage would be more than 50 percent. The bill pro- 
vides that the Federal percentage shall in no case be less than 50 
percent or more than 70 percent. The Federal percentage for Alaska 
and Hawaii is specified to be 50 percent. 

The Federal percentage would be promulgated each even-numbered 
year, based on data of the Department of Commerce on per capita 
income for the 3 most recent calendar years for which satisfactory 
data are available, and would be conclusive for 8 successive quarters 
beginning July 1 after such promulgation. Provision is made for 
a promulgation to be made as soon as possible after enactment of 
the bill and such promulgation would be conclusive for each of the 
10 quarters in the period from January 1, 1959, through June 30, 1961. 


SECTION 506. EXTENSION TO GUAM 


Section 506 amends the term “State” when used in titles I, IV, V, 
VII, X, and XIV to include Guam, thus making Federal grants-in- 
aid under these titles available to Guam. 


SECTION 507. INCREASE IN LIMITATIONS ON PUBLIC- 
ASSISTANCE PAYMENTS TO PUERTO RICO AND VIR- 
GIN ISLANDS 


Section 507 amends section 1108 of the Social Security Act to in- 
crease the limitation on the total annual Federal payments for 
ublic assistance under title I, 1V, X, and XIV to Puerto Rico from 
85,312,500 to $8,500,000. The limitation with respect to the Virgin 
Islands would be increased from $200,000 to $300,000. Section 1108 
is also amended to establish a limitation of $400,000 on such payments 
to Guam to which Federal grants are made available under section 
506 of the bill. 
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SECTION 508. MATERNAL AND CHILD-CARE GRANTS 
FOR GUAM 


Section 508 provides that, until such time as the Congress may by 
appropriation or other law ‘provide, the Secretary shall, in place of 
the uniform grant of $60,000 now authorized for each State for each 
of the 3 erant programs under title V, allot such smaller amounts 
to Guam as he may deem appropriate. 


SECTION 509. TEMPORARY EXTENSION OF CERTAIN 
SPECIAL PROVISIONS RELATING TO STATE PLANS 
FOR AID TO THE BLIND 


Section 509 would amend section 344 (b) of the Social Security 
Act Amendments of 1950, as amended, so as to extend from June 30, 
1959, through June 30, 1961, the special provisions relating to the 
approval of certain State plans for aid to the blind under title X. 


SECTION 510. SPECIAL PROVISION FOR CERTAIN INDI- 
ANS REPEALED 


Section 510 of the bill repeals section 9 of the Act of April 19, 
1950, as amended, relating to additional Federal sharing under titles 
I, IV, and X in assistance provided to Navajo and Hopi Indians 
residing on reservations. 


SECTION 511. TECHNICAL AMENDMENT 


Section 511 of the bill would make a technical amendment in sec- 
tion 2 (a) (11) of the Social Security Act to make clear that in the 
description in the State plan of services relating to self-care there 
shall be included a description of the steps taken to assure, in the 
provision of such services, maximum utifization of other agencies 
providing similar or related services. 


SECTION 512. EFFECTIVE DATES 


Section 512 specifies the effective dates for certain amendments 
made by title V of the bill. The sections of the bill relating to the 
formula for Federal matching of State public-assistance expenditures 
(secs. 501, 502, 503, 504, and 505) are effective for months after 
September 1958. 

The amendments relating to the extension of titles I, IV, X, and 
XIV of the Social Security Act to Guam in section 506 would become 
effective for the months after September 1958. 

The amendments relating to the extension of title V of the Social 
Security Act to Guam and to the allocation to Guam of Federal funds 
under that title, made by sections 506 and 508, respectively, of the 
bill, would become effective for fiscal years ending after June 30, 1959. 

The amendments made by section 507 rel: ating to the limitation on 
Federal public-assistance grants to Puerto Rico, the Virgin Islands, 
and Guam, would become effective for fiscal years ending after 
June 30, 1958. 

The technical amendment made by section 511 of the bill would 
become effective October 1, 1958. 
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TITLE VI~MATERNAL AND CHILD WELFARE 
SECTION 601. CHILD WELFARE SERVICES 


Section 601 amends the present provisions of part 3, title V of the 
Social Security Act as follows: 

1. It increases the amount authorized for annual appropriation for 
grants to the States for child-welfare services from the present $12 
million to $17 million. 

2. It removes the present provisions of the law with respect to the 
use of Federal child-welfare funds in predominantly rural areas or 
other areas of special need. 

3. It changes the formula for allotment of Federal child-welfare 
funds. The present law provides for a uniform grant of $40,000 to 
each State, with the remainder allotted on the basis of the proportion 
that the rural child population under 18 years of age of each State 
bears to the total rural population of the United States under such 
age. The bill provides that the sums appropriated for each fiscal 
year shall be allotted by the Secretary for use by cooperating State 
public-welfare agencies which have plans developed jointly by the 
State agency and the Secretary as follows: To each State, he shall 
allot such portion of $60,000 as the amount appropriated bears to 
the amount authorized to be appropriated, and he shall allot to each 
State an amount which bears the same ratio to the remainder of the 
sums appropriated for such year as the product of (1) the population 
of such State under the age of 21 and (2) the allotment percentage 
of such State bears to the sum of the corresponding products of all 
the States. The allotment percentage for any State would be 100 
percent less the State percentage; and the State percentage would be 
that percentage which bears the same ratio to 50 percent as the per 
capita income of such State bears to the per capita income of the 
continental United States (excluding Alaska); except that (a) the 
allotment percentage shall in no case be less than 30 percent or more 
than 70 percent, and (b) the allotment percentage shall be 50 per- 
cent in the case of Alaska and 70 percent in the case of Puerto Rico, 
the Virgin Islands, and Guam. 

The bill also provides that if the amount so allotted is less than 
the State’s base allotment, the amount shall be increased to such base 
allotment, and the total of the increases thereby required shall be 
derived by proportionately reducing the allotments of the other 
States, but with such adjustments as may be necessary to prevent the 
allotment of any State from being reduced to less than its base al- 
lotment. The base allotment of any State for any fiscal year is de- 
fined as the amount which would be allotted to such State for such 
year under the provisions of section 521 of the law as in effect prior 
to the enactment of the Social Security Amendments of 1958, as ap- 
plied to an appropriation of $12 million. 

4. It adds new sections on payments to the States and on the Fed- 
eral share. The bill provides that the Secretary shall from time to 
time pay to each State with a plan developed jointly by the State 
agency and the Secretary, an amount equal to the Federal share. 
For the fiscal year ending June 30, 1960, and each year thereafter, 
the Federal share for any State shall be 100 percent less that per- 
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centage which bears the same ratio to 50 percent as the per capita 
income of such State bears to the per capita income of the continental 
United States (excluding Alaska), except that (1) in no case shall 
the Federal share be less than 3314 percent or more than 6634 per- 
cent, and (2) the Federal share shall be 50 percent in the case of 
Alaska and 6624 percent in the case of Puerto Rico, ~ Virgin 
Islands, and Guam. For the fiscal year ending June 30, 1959, the 
Federal share shall be determined pursuant to the ovina of sec- 
tion 521 as in effect prior to the enactment of the Social Security 
Amendments of 1958. 

The bill provides that the Federal share and the allotment percent- 
age for each State shall be promulgated by the Secretary between 
July 1 and August 31 of each even-numbered year, on the basis of 
the average per capita income of each State and of the continental 
United States (excluding Alaska) for the 3 most recent calendar 
years for whic . satisfactory data are available from the Department 
of Commerce. Such promulgation hi ill be — lusive for each of the 
2 fiscal years in the period beginning July 1 next succeeding such 
promulgation, provided that the Secretary shall promulgate such 
Federal shares and allotment percentages as soon as possible after 
the enactment of the Social Security Amendments of 1958, which 
siege shall be conclusive until July 1, 1961. 

. It modifies the See of the present law with respect to 
the use of Federal child-welfare funds for the return of runaway 
children. The bill provides that these funds may be used for paying 
the costs of returning any runaway child who has not. attained the 
age of 18 to his own community in another State, and of maintaining 
such child until such return (for a period not exceeding 15 days), in 

cases in which such costs cannot be met by the parents of such child 

or by any person, agency, or institution legally responsible for the 
support of such child. The present law provides that these funds 
may be used for paying the cost of returning any runaway child 
who has not attained the age of 16 to his own community in another 
State in cases in which such return is in the interest of the child and 
the cost thereof cannot otherwise be met. 

It adds a new section to authorize reallotment of Federal child 
welfare funds. This section provides that the amount of any allot- 
ment to a State for any fiscal year which the State certifies to the 
Secretary will not be required for carrying out the State plan shall 
be available for reallotment from time to time, on such dates as the 
Secretary may fix, to other States which the Secretary determines 
(1) have need in carrying out their State plans so developed for 
sums in excess of those previously allotted to them, and (2) will be 
able to use such excess amounts during such fiscal year. Such reallot- 
ments shall be made on the basis of the State plans, after taking into 
consideration the population under the age of 21, and the per capita 
income of each such State as compared w ith the population under the 
age of 21, and the per capita income of all such States with respect 
to which such a determination by the Secretary has been made. Any 
amount so reallotted to a State shall be deemed part. of its annual 
allotment. 
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SECTION 602. MATERNAL AND CHILD HEALTH 


Section 602 amends the present provisions of part 1, title V of the 
Social Security Act by increasing the amount authorized for annual 
appropriation for grants to the States for maternal and child health 
services from the present $16.5 million to $21.5 million. The bill also 
increases correspondingly the amounts specified in subsections (a) 
and (b) of section 502 of the present law (for allotment in accord- 
ance with the provisions of each such subsection) so that they continue 
to represent, respectively, one-half of the amount authorized to be ap- 
propriated, namely, $10,750,000. With respect to the uniform grant 
of $60,000 to each State, now provided under section 502 (a) of the 
law, the bill provides that the Secretary shall allot this amount to 
each State each year even though the amount appropriated for such 
year is less than $21,500,000. 


SECTION 603. CRIPPLED CHILDREN’S SERVICES 


Section 603 amends the present provisions of part 2, title V of the 
Social Security Act by increasing the amount authorized for annual 
appropriation for grants to the States for crippled children’s services 
from the present $15 million to $20 million. The bill also increases 
correspondingly the amounts specified in subsections (a) and (b) of 
section 512 of the present law (for allotment in accordance with the 
provisions of each such subsection) so that they continue to"represent, 
respectively, one-half of the amount authorized to be appropriated, 
namely, $10 million. With respect to the uniform grant of $60,000 to 
each State, now provided under section 512 (a) of the law, the bill 
provides that the Secretary shall allot this amount to each State each 
year even though the amount appropriated for such year is less than 
$20 million. 


TITLE VII—MISCELLANEOUS PROVISIONS 


SECTION 701. FURNISHING OF SERVICES BY DEPART- 
MENT OF HEALTH, EDUCATION, AND WELFARE 


Section 1106 (b) of the Social Security Act now authorizes the fur- 
nishing, and charging therefor, to persons requesting it, of informa- 
tion permitted under applicable regulations: it does not provide for 
furnishing of services and the imposition of charges therefor where 
the Secretary of Health, Education, and Welfare deems such charg- 
ing appropriate. Section 701 of the bill amends section 1106 (b) 
to provide for furnishing services, and for collecting, and depositing in 
the old-age and survivors insurance and disability msurance trust 
funds, of appropriate charges for such services. Such services will not 
be provided, however, where they would unduly interfere with the 
administration of the old-age and survivors insurance program. 


SECTION 702. MEANING OF TERM “SECRETARY” 


Section 702 of the bill provides that the term “Secretary,” as used 
in the provisions of the Social Security Act, set forth in the bill, 
means the Secretary of Health, Education, and Welfare where the 
context does not otherwise require. 
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SECTION 7038. AMENDMENT PRESERVING RELATION- 
SHIP BETWEEN RAILROAD RETIREMENT AND OLD- 
AGE, SURVIVORS, AND DISABILITY INSURANCE 


Section 703 amends section 1 (q) of the Railroad Retirement Act 
so as to provide that references in the Railroad Retirement Act to the 
“Social Security Act” and to the “Social Security Act, as amended,” 
are references to the Social Security Act as amended in 1958 (that 
is, as amended by all acts amending the Social Security Act during 
and preceding 1958). 


SECTION 704. ADVISORY COUNCIL ON PUBLIC 
ASSISTANCE 


This section would provide for an Advisory Council on Public 
Assistance for the purpose of reviewing the status of the public assist- 
ance program in relation to the old-age, survivors, and disability in- 
surance program, the fiscal capacities of the States and the F ederal 
Government, and any other factors bearing on the amount and pro- 
portion of the Federal and States’ shares in the program. The Coun- 
cil would be appointed by the Secretary of Health, Education, and 
Welfare and be composed of the Commissioner of Social Security, as 
Chairman, and 12 other members representing employers and em- 
ployees (m equal numbers), persons concerned with the administra- 
tion and financing of State and Federal programs, and other persons 
with appropriate special knowledge or qualifications, and the public. 
The Council would report its findings and recommendations not later 
than January 1, 1960, to the Secretary and the Congress. 


Corpon RULE 


In the opinion of the committee, it is necessary to dispense with 
the requirements of subsection 4 of rule XXIX of the St: inding Rules 
of the Senate in order to e xpedite the business of the Senate in con- 
nection with this report. 
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Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 13580] 


The Committee on Finance, to whom was referred the bill (H. R. 
13580) to increase the public debt limit, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

SUMMARY 


Section 21 of the Second Liberty Bond Act, as amended, provides a 
permanent limit of $275 billion on the amount of public debt securities 
which may be outstanding at any one time. In passing H. R. 9955 

(Public Law 85-336) in January of this year, the Congress provided 
th at this limit would be increased to $280 billion for the period ending 
June 30, 1959, after which time the debt limit will revert to the perma- 
nent $275 billion. 

The bill eae that the existing permanent debt limit be raised 
from $275 billion to $283 billion. The temporary increase under 
present law of $5 billion continues through June 30, 1959. Thus, the 
overall debt limit will be the $288 billion which the Secretary of the 
Treasury requested but $5 billion of this will be temporary as provided 
by existing law. 

GENERAL STATEMENT 


The action taken by the Congress in January was designed to pro- 
vide the Treasury with a ee nt margin in debt capacity to provide 
adequate = balances in the face of irregul: ar tax receipts during the 
vear and to provide an extra borrowing authority for more flexible 
debt management. At the time of this action in January, it was esti- 
mated by the administration that the budgets for the fiscal years 
1958 and 1959 would be approximately in balance. The recession 
which began in the latter part of 1957 cut deeply into expected 
revenues and also required the adoption of additional expenditure 
programs. Further increases in expenditure programs were made 
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necessary by the expanding defense requirements of the missile age. 
The Secretary of the Treasury evaluated this changed situation before 
the committee in the following terms: 


Instead of a budget deficit of $388 million for the year 
ended June 30, we incurred a deficit of $2.8 billion. This 
deficit was brought about because our net revenues amounted 
to $69.1 billion, against the January estimates of $72.4 
billion. 

Instead of entering the current fiscal year ending June 
30, 1959, with an anticipated budget surplus of $466 million, 
we are now faced with an estimated budget deficit of about 
$12 billion. This amount is based on estimates of $79 billion 
for expenditures and $67 billion for receipts. In giving 
these estimates we recognize the difficulty of making predic- 
tions this far ahead. They are our best estimates, and as 
such, provide a reasonable approach to consideration of the 
debt limit. 

This substantial change in the outlook of our fiscal situa- 
tion for the current year makes it imperative that we again 
review the statutory debt limit. We can no longer operate 
with a $5 billion temporary extension of the $275 billion 
limit because we cannot look forward to a debt of $275 
billion or less on June 30, 1959. The estimated deficit will 
result in the public debt outstanding on June 30, 1959, of 
nearly $285 billion. It is estimated that our cash working 
balance will amount to between $4 billion and $5 billion on 
that date. 


The public debt of the United States, subject to the debt limitation, 
stood at $276 billion on June 30, 1958. This, plus the prospective 
$12 billion deficit for the fiscal year 1959, supports the request for a 
debt limit of $288 billion. 

On June 30, 1958, an extra margin was provided by the fact that 
the cash working balance of the Treasury (balances in the Federal 
Reserve banks and in the Treasury tax and loan accounts in com- 
mercial banks) were about $4 billion or $5 billion higher than usual 
due the high concentration of tax revenues in June. his margin 
will be required, however, during the fise val vear 1959 to deal with the 
fact that a significant portion of the year’s tax collections will not be 


realize d until the closing months of the fiscal year. A detailed analysis 
of the expected operating balance of the Treasury and ") level of the 
public debt for the fiscal year 1959 is contained in table 1, which indi- 


cates that the proposed debt ceiling of $288 billion will luvaiie only 
a minimum operating margin under the present expectation for 
revenues and expenditures. 

The problem of the debt limit emerges, of course, because the 
Congress has committed itself to various expenditure programs in 
the face of sharply declining tax revenues. The principal reason for 
lower revenues is the sharp drop in corporate profits before taxes. 
There were $43.4 billion for the calendar year 1957 and dropped to 
$31.7 billion for the first quarter of 1958. 

The Director of the Budget estimated that expenditures in fiscal 
year 1959 would - approxim: itely $5 billion above those estimated in 
the January budget. The major components of this increase are as 


follows: 
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(1) Defense (in addition to the $500 million for ymuierciusetin included Millions 
in the budget) .. $500-—$700 
(2) Pay raises (outside of the Department of Defense and in addition 
to amounts included in the budget) nt 400 
(3) Agriculture (large wheat crop and e xpi inded e xport progr: .ms) _. 1, 500 
(4) Housing (increased purchases by FNMA and increased direct 
veterans’ loans) 1, 000 
(5) Unemployment benefits (te mpor: ary y supple mental une employ ment 
benefits plus increase in original estimate for regular programs) 600 
(6) Other programs (civil-service retirement fund, lower postal rates 
than requested, additional public works, ete.) : 1, 500 
(7) Reductions (principally saving on public debt interest) 500 


There are, in addition, other programs presently under active con- 
sideration by the Congress, such as the community facilities bill, 
which would add considerably to the expenditures for fiscal year 1959. 

As for the future, some of the expenditure programs undertaken 
for fiscal year 1959 that were directly related to the recession may. be 
reduced. On the other hand, there is clearly in prospect t increased 
expenditures by the Defense Department as deliveries are made under 
the expanded missiles program. On balance, vow evidence makes 
clear that Federal expenditures over the next 5 years will average 
very close to $80 billion a year as a minimum. It will be imperative 
for th Congress to give serious attention to the financing problems 
created by these commitments. We hope, of course, that a rapid 
recovery from the present recession will increase the yield of our 
existing tax rates substantially over the $67 billion anticipated for 
fiscal year 1959. It can be seen that a substantial increase in revenue 
must be achieved if we are not to have a succession of higher deficits 
which will make necessary higher debt limits under this program of 
spending $80 billion a year. 

The following table shows the estimated leeway under the proposed 
$288 billion limit. 


Estimated leeway under proposed $288 billion statutory debt limit 
{In billions] 


Leeway under $288 billion debt limit 
Proposed | Estimated 





Fiscal year 1959 $288 billion | debt out- 
statutory standing Unused Estimated 
debt limit | (Subject to | borrowing | operating Total 
limit authority cash 
balance 

Aug. 1 $288 $2 $10. 2 $5. 2 $15. 4 
Aug IRS 27 9.5 5.6 15.1 

t. 1 288 2 11.7 2.2 13.9 

pt. o 288 2 11.9 4.0 | 15.9 
Or Li 255 2 7.8 5.5 13.3 
O 31 288 2 8. 1 4.1 12.2 
N LF ORS 2 8.4 3.0 11.4 
N } 288 279.7 8.3 2.8 11.1 
Le 288 282.0 6.0 2.9 8.9 
In 288 281.9 6.1 3.9 10.0 
Ja 288 285. 1 3.4 5.7 9.1 
la 5] 288 s4.9 3. 1 5. 5 8.6 
| ] 288 83. 7 4.3 3.4 i 
Feb, 28 288 284. 1 3.9 1.6 8.5 
Mar. 1 288 283. 7 1.3 2.8 7 
Mar, 31 288 280) 7.5 2.9 10.4 
Apr. 1é 255 253 1.3 4.2 8.5 
Apr. 30 258 250. { 4.4 3.0 7.4 
May 15 288 284.8 3.2 3.8 7.0 
M $I 288 85.8 2.2 4.5 6.7 
Ju | 288 28 ) 2.5 2.2 4.7 
Jun 288 83.3 4.7 4.2 8.9 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 


Section 21 oF THE SEcoND Liperty Bonp Act, as AMENDED 
J. a i. SeCC. 757b) 


Sec. 21. The face amount of obligations issued under authority of 
this Act, and the face amount of obligations guaranteed as to principal 
and interest by the United States (except such guaranteed obligations 
as may be held by the Secretary of the Treasury), shall not exceed 
in the aggregate [$275,000,000,000] $288,000,000,000 outstanding at 
any one time. The current redemption value of any obligation issued 
on a discount basis which is redeemable prior to maturity at the 
option of the holder thereof shall be considered, for the purposes of 
this section, to be the face amount of such obligation. 
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NATIONAL JUNIOR ACHIEVEMENT WEEK 


Avaust 15 (legislative day, Auaust 14), 1958.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted, — 
the following OF MICH, SAN 


REPORT SEP 9 495; 


{To accompany §S. J. Res. 89] RE MAIN 
, ADING ROOM 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. J. Res. 89) to authorize and request the President to proclaim 
1 week each year as National Junior Achievement Week, having 
considered the same, reports favorably thereon, with amendments, 
and recommends that the resolution, as amended, do pass. 


AMENDMENTS 


On page 2, in the third line of the last whereas clause, strike the 
year “1957” and insert in lieu thereof the year ‘1958’. 
On page 2, line 4, strike the year “1958” and insert in lieu thereof 
the year “1959” 
PURPOSE 


The purpose of the proposed resolution is to authorize and request 
the President of the United States to issue each year, beginning with 
1958, a proclamation designating 1 week during the period commenc- 
ing on the Ist day of January and ending on the last day of February, 
as National Junior Achievement Week and urging all citizens of our 
country to salute the activities of Junior Achievers and their volunteer 
adult advisers through appropriate ceremonies. 


STATEMENT 


Junior Achievement, Inc., is a nationwide, nonprofit organization 
which was organized in 1942 to provide high-school students with the 
opportunity to learn American business methods by actually organiz- 
ing and operating their own businesses under the sponsorship of local 
business corporations. 
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Students who are members of the Junior Achievement learn-by- 
going business enterprise and are advised by employees of the sponsor- 
ing firms. Junior Achievers are recruited in public and parochial 
high schools throughout the country with the cooperation of school 
authorities. The Junior Achievers meet and work in business centers 
maintained and supervised by Junior Achievement in communities 
from coast to coast. The members of Junior Achievement companies 
decide on the products they will produce and sell. They elect their 
own teen-age officers and capitalize their own ventures through the 
sale of stock at 50 cents a share to parents, relatives, friends, neighbors, 
and themselves. The average capitalization is $100 per Junior 
Achievement company. 

These teen-age members buy raw materials, set up production lines, 
and manufacture products. From Boston to San Diego, from Sep- 
tember to May, they are busy casting, molding, joining, polishing, 
binding, everything from lamps to oven mitts to book ends to hand 
soap. When they are not working on production lines, they are 
pounding pavements selling. When these Junior Achievers sell their 
products, they also sell the entire Junior Achievement program, for 
only in selling the program can they succeed in selling their stock and 
products. It is in this dual process of selling the idea to make the 
sale that the teen-agers become ambassadors extraordinary of their 
private enterprise economy. 

At the end of the Junior Achievement program year in May, each 
company publishes complete financial reports. At this time, also, 
dividends are paid to stockholders, and many a company manages 
to pay 10 percent on the share, an impressive yield in any market. 

The committee is informed that more than 144,000 Americans 
purchased stock in Junior Achievement companies during the past 
vear, many of whom became stockholders for the first time in their 
lives. 

Since its beginning in 1942, this program of Junior Achievement has 
spread from a few small areas in the Northeast region of the country 
into a national organization in 95 communities from coast to coast. 

Last year, this organization numbered 38,500 teen-agers in its 
organization and operated more than 2,000 miniature corporations 
operating in 95 communities throughout the United States. 

The committee deems it appropriate that a week during the period 
commencing on the Ist day of January and ending on the last day of 
February of each year be designated as National Junior Achievement 
Week, thus calling to the attention of the citizens of this country the 
worthwhile program undertaken by thousands of high-school pupils 
who are gaining a growing understanding of the privileges and duties 
of citizenship and are being better prepared to assume the responsi- 
bilities of community leadership through this program. 

Accordingly, the committee recommends favorable consideration of 
Senate Joint Resolution 89, as amended. 


O 
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COMMISSION AND ADVISORY COMMITTEE ON INTER- 
NATIONAL RULES OF JUDICIAL PROCEDURE 


st 15 (legislative day, Aucusr 14), 1958.—-Ordered to be printed 
Mr. Ervin, from the Committee on the Judiciary, submitipg , theg s , a 
following OF MICHIGAN 
REPORT 


{To accompany H. R. 4642] neapate pool 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 4642), to establish a Commission and Advisory Committee on 


International Rules of Judicial Procedure, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the bill as amended do pass. 


AMENDMENT 


On page 6, line 20, following the word ‘‘amounts,”’ insert the 
following: ‘, not to exceed a total of $75,000,” 


PURPOSE OF AMENDMENT 


The purpose of the proposed amendment is contained in the state- 
ment below. 
PURPOSE 


The purpose of the proposed legislation, as amended, is to create a 
commission to investigate and study present practices in judicial as- 
sistance and judicial cooperation between the United States and for- 
eign countries, and to make recommendations for the improvement of 
international legal practice and methods of procedure. The bill also 
provides for the establishment of an advisory committee of lawyers 
and other competent persons to advise and consult with the Commis- 
sion in connection with the study. 
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STATEMENT 
1. General discussion 

Overseas investments by United States citizens and business firms 
have multiplied considerably since the conclusion of World War II. 
In addition, the United States Government has instituted trade and 
aid programs of considerable magnitude. These developments have 
occasioned an interrelation of the financial and commercial life in this 
country and abroad to a degree unparalleled in history. Yet, oddly 
enough, this expansion of international business activities has not 
been accompanied by a modernization of international legal procedure 
necessary to settle commercial disputes. This deficiency was evident 
to some in the legal profession before World War II, but it has become 
increasingly apparent to the bar since the war. The house of delegates 
of the American Bar Association, in 1950, adopted a resolution urging 
the appointment of a commission to institute the study necessary to 
provide the basis for the development of treaties or legislation. This 
position of the association was reaffirmed in 1953. 

The International Bar Association has, on a number of occasions, 
given evidence of its interest in the improvement of international 
judicial procedure—or international judicial assistance as it has some- 
times been termed. Likewise, the American Society of International 
Law and the Maritime Law Association have supported such a 
program. 

In addition, the Department of Justice became aware of the need 
for international judicial assistance through its conduct of litigation 
involving the United States, particularly in matters concerning anti- 
trust violations, taxes, and the vestiture of the property of enemy aliens. 

The problem is procedural. As dealt with here, the problem does 
not involve recognition of foreign judgments or decrees. It relates 
principally to the recognition by courts here and abroad of the service 
of process in foreign jurisdictions, proof of foreign laws, public and 
private documents, and the introduction of testimony taken abroad 
by way of depositions or letters rogatory. Existing means for serv- 
ing judicial documents abroad, securing records or examining wit- 
nesses in foreign territory have been found to be cumbersome or 
insufficient. Lawyers have discovered this in many parts of the 
world. It is all but impossible to serve a paper without costly inter- 
vention of a foreign attorney. A familiar American procedure of 
taking testimony of a witness before a notary public under oral ques- 
tioning by an attorney is unknown in the laws of many foreign coun- 
tries. In some jurisdictions, notably Switzerland, there is consider- 
able question whether such a procedure might constitute a penal 
offense on the assumption that it would be regarded as an illegal 
usurpation of judicial functions. In those instances in which an 
attorney is successful in obtaining testimony in accordance with the 
foreign practices and procedures, he can never be certain whether 
such documents will be acceptable to the Federal and State courts 
in this country. 

Legal procedure in many respects is local in character. This is 
readily apparent when it is noted that each of our 48 States vary in 
their systems of legal procedure. It is not surprising that procedural 
problems in litigation involving the citizens of two or more countries 
would be even more difficult to solve than those arising out of differ- 
ences in the laws of procedure between the States of our Union. This 
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whole problem of international judicial procedure has been complicated 
by the fact that courts in the United States operate under the general 
principles of the Anglo-American common-law system and other coun- 
tries of Latin America and continental Europe operate under various 
modifications of the civil-law system. ‘The civil-law system has as 
its basis the ancient system of Roman law and the Code Napoleon. 
Under the civil law, the fundamental concepts of procedure are very 
different from those of common-law systems. This particularly is 
true as to the various functions in litigation involving judges, lawyers, 
and litigants. The differences in fundamental cone epts have serve .d 
to compound the difficulties in that the lawyers and judicial officials 
operating within their respective systems misunderstand each other’s 
procedures and the problems. In addition to countries operating 
under various modifications of the civil-law systems, there are other 
countries which operate under other systems. Thus, there are those 
countries which operate under Islamic law, and newly created coun- 
tries such as Indonesia, India, Pakistan, Burma, and Israel which 
have adopted procedural systems which are a combination of several 
different systems. 

The extensive increase in the international, commercial, and finan- 
cial transactions involving both individuals and governments and the 
resultant disputes, leading sometimes to litigation, has pointedly 
demonstrated the need and desirability for a comprehensive study of 
the extent to which international judicial assistance can be obtained. 
The study is of such magnitude that it cannot readily be handled by 
some private body or law school institute. It should be an integrated 
study with participation by representatives of the bar and of the 
Government. Since there are 49 separate procedural jusrisdictions in 
the United States, the unitary approach certainly affords the best 
solution to the problem. 

The solution proposed by this legislation is the establishment of a 
Commission and Advisory Committee on International Rules of Judi- 
cial Procedure. The Commission would be composed of 4 representa- 
tives of the Federal Government—2 from the Department of State, 
and 2 from the Department of Justice—and 5 public members appointed 
by the President of the United States. Since the interest of the 
Federal Government will be represented by the employees of the two 
aforementioned Departments, who will undoubtedly be well versed in 
Federal procedure, the bill provides that two of the public members 
shall be officials of State government who may be expected to possess 
knowledge and experience in State procedures and practices. 

The utilization of the Commission as the means for undertaking the 
study is the most practical and broadly representative method. The 
Commission technique was used effectively in the drafting of the 
Federal rules of civil procedures. The method combines the joint 
effort of the ench and bar and law faculties with the interested 
Government departments. 

The committee sought and received estimates concerning the amount 
of money required to ‘undertake the proposed study. Naturally, such 
estimates must necessarily depend upon several variables, and the 
committee received an estimate with the knowledge of the limitations 
of such an estimate. The estimated cost of the operation of the Com- 
mission was given by the Department of Justice as $192,500 a year. 
The committee, however, felt that the authorization of expenditures 
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by the Commission should be limited to the sum of $75,000. If 
further funds are required at a later date, the committee will be in a 
position to examine the accomplishments of the Commission at that 
time to determine whether further expenditures are justified. 


, tnalysis of provisions 

Section 1 established the Commission on International Rules of 
Judicial Procedure. 

Section 2 outlines the purposes and functions of the Commission. 
It is provided that the Commission is to study existing practices of 
juridical assistance and cooperation between the United States and 
foreign countries and to recommend means of effecting improvements. 
The Commission is specifically directed to consider and draft proposed 
international agreements, draft suggested legislation, and formulate 
recommendations to accomplish improvements in areas of activity 
which are made the subject of the Commission’s investigation. 

Section 3 defines the membership of the Commission, and provides 
for other matters relating to Commission members. In subsection (a), 
it is provided that five public members are to be appointed by the 
President. Two representatives of the State Department are to be 
appointed by the Secretary of State and two representatives of the 
Department of Justice are to be appointed by the Attorney General. 
The Commission is to elect a chairman from among its own members. 
In subsection (b), it is provided that subsequent vacancies in the 
membership shall be filled in the same manner as original designation. 
Subsection (c) provides that seven members shall constitute a quorum. 
Subsections (d) and (e) concern compensation for Commission 
members. Subsection (d) provides that governmental members, 
those appointed by the Secretary of State and the Attorney General, 
will serve without compensation in addition to that received as 
regular employees of the Government departments. Public members 
of the Commission shall receive $50 per diem when actually per- 
forming Commission duties. Reimbursement for travel, subsistence, 
and other expenses are authorized for public members. Subsection (f) 
provides for a waiver of conflict-of-interest sections. It is necessary 
that those sections of law be waived so that Commission members 
appointe -d from private life to represent the public can participate in 
Commission activities. The waiver also would et te Commission 
employees. Of course, the waiver is not intended to have any 
relevacncy for employees of the Government who may be designated 
as members of the Commission. 

Section 4 concerns the Director of the Commission. Subsection (a) 
provides that the Director of the Commission shall be appointed by 
the Commission. His selection and appointment is to be made by 
the Commission without being limited by the provisions of the civil 
service or classification laws. Similarly, the compensation to be paid 
the Director is to be determined by the Commission without the 
restrictions imposed by those laws. The committee feels that it 
should be stressed in this connection that in the bill the Commission 
is accorded full discretion to select a well-qualified individual for the 
key position of Director of the Commission. Subsection (b) outlines 
in a general manner the functions of the Director. The Director is 
to work under the supervision of the Commission. The Director shall 
serve as the Commission’s reporter, supervise the staff of the Com- 
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mission, and perform other functions, under the direction of the 
Commission. Subsection (ce) provides that the Commission may 
employ persons for service with the staff without regard to the civil- 
service laws. Services of pe art may be proc ured on a te mporary 
basis in accordance with section 15 of the act of August 2, 1946, as 
amended (5 U.S. C., see. 55 (a)), and there is an express limitation 
that compensation of individuals shall not be in excess of $50 per day. 

Section 5 establishes an Advisory Committee on International Rules 
of Judicial Procedure which shall be appointed by the Commission. 
The Advisory Committee is to be made up of 15 members, drawn 
from among lawyers, judges, and other persons whose backgrounds 
qualify them for Advisory Committee membership. Subsection (b) 
provides that Advisory Committee members are not to be considered 
officers or employees of the United States and shall receive no com- 
pensation. Members of the Advisory Committee not otherwise 
officers or employees of the United States shall be entitled to travel 
and subsistence expenses as authorized by section 5 of the Adminis- 
trative Expenses Act of 1946, as amended (5 U.S. C., sec. 7b—2), 
providing for persons serving without compensation in accordance 
with the provisions of the Travel Expense Act of 1949, as amended 
(5 U.S. C., sees. 835 to 842). 

Section 6 contains an authorization for the Commission to request 
information needed in connection with its work from any Govern- 
ment department, agency, or independent instrumentality, and each 
of the Government instrumentalities is authorized to cooperate with 
the Commission in this regard. 

Section 7 concerns the administrative details of the operation of 
the Commission and the Advisory Committee. Subsection (a) pro- 
vides that for administrative purposes only the Commission is to be 
attached to the Department of Justice. Subsection (b) makes pro- 
vision for annual reports to the President for transmittal to the 
Congress, and provides that the final report shall be submitted and 
the affairs of the Commission and Advisory Committee shall be 
submitted prior to December 31, 1959. The committee feels that 
this is a necessary limitation. The Commission should map out its 
program of investigation and study so that it can complete its work 
prior to the termination date. 

Section 8 contains an authorization of appropriations to carry out 
the purpose of the act. The authorization is limited, however, to a 
sum not to exceed $75,000. 


5. Conclusion 

The diverse and difficult nature of this study demands that persons 
expert in common-law procedure, civil-law procedure, Federal and 
State procedure engage in the work. It is also necessary that persons 
familiar with the proble ms of private litigants, and persons equally 
familiar with the problems of the United States and the several States 
as litigants must participate in the study. The membership of the 
Commission itself must adequately represent the Government of the 
United States and the public. The bill, in the opinion of the com- 
mittee, provides for such a balance of representation. The provision 
for a 15-member Advisory Committee and a Commission staff under 
a qualified Director will provide for the necessary combination of 
expert knowledge and practical experience which are vital to the 
work of the Commission. 
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The committee, after a study of the legislation, believes that it will 
accomplish a worthwhile objective and therefore recommends favor- 
able consideration. 

The committee has waived compliance with subsection (4) of rule 
XXIX of the Standing Rules of the Senate, the Cordon rule, since the 
bill as amended and reported, is composed entirely of new matter 
which if set forth would merely repeat in italic the precise language 
of the bill. 

Attached hereto and made a part hereof are pertinent letters 
received in connection with this legislation and similar legislation 
introduced in the 84th Congress. 


AMERICAN Bar ASSOCIATION, 
Chicago, Ill., April 26, 1956. 
Subject: International judicial cooperation. 
Hon. Hartey M. KILcore, 
United States Senate, Washington, D. C. 

My Dear Senator: This communication is prepared in my capacity 
as president of the American Bar Association and is submitted officially 
on behalf of the association. On its behalf and on behalf of the Ameri- 
can lawyers whom it represents, we strongly urge the approval and 
passage ‘of the bill (S. 1597) now before you. 

The problem of Sea judicial cooperation and assistance 
has been a matter of interest to the association over a long period of 
years, and particularly since the end of World War II. The enormous 
development in private international litigation and in international 
claims which began in 1945 has powerfully emphasized the long-felt 
need for some effective machinery for the service of judicial documents 
abroad, for the taking of testimony abroad, and for the obtaining of 
information on, and the proof of, foreign law. 

The practical importance of the problem to the private practitioner 
is easily illustrated. Assume that an action is brought on a commercial 
transaction in the State courts of Illinois. The plaintiff is a Nether- 
lands corporation, and the action involves a claim for breach of con- 
tract arising out of an international purchase and sale of goods. <A 
basic issue of fact revolves around the inspection of the goods on 
arrival in Holland, the discovery of the alleged defects, and the giving 
of notice to the vendor. The amount in controversy cannot justify 
the expense of tri avel of 10 or 12 essential witnesses from Amsterdam 
to Chicago. How will the plaintiff prepare his proof for submission 
at the trial? 

A primary condition of that proof is that it must be usable in the 
court in Illinois, or the effort to secure it will be wasted. If the testi- 
mony is taken solely in accordance with the law of Holland, and in 
such fashion that it would be usable in the courts of Holland, but not 
in a fashion which will make it admissible in the courts of Illinois, it 
might just as well not be taken. How then can the testimony be taken 
in Holland so as to conform to the precedural requirements of Illinois? 

The converse of the case presents the identical problem. If the 
action is pending in Amsterdam and tbe testimony is to be taken 
of witnesses in Chicago, how can the testimony be taken so as to 
conform to the procedural requirements of Holland? 
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This simple, normal, and intensely practical procedural question 
illustrates the type of material with which the proposed Commission 
must deal. Can these problems be solved other than by international 
agreement? What kind of agreement should be proposed? What 
machinery and techniques should be provided? 

The need for an integrated study is obvious. With 49 separate 
procedural jurisdictions in the United States (48 State court systems 
and the Federal system) a unitary approach is the only solution. 
We can hardly expect the Government of Holland to look favorably 
on a program of separate negotiation with the representatives of each 
of the 48 States and with the representatives of the Federal Govern- 
ment. The problems must be solved through a single, unified set 
of discussions, the results of which will be effective for all of the 
49 jurisdictions. 

As far back as 1938, our association took an official position in favor 
of a study in this field by the Federal Government. Studies in the field 
of judicial assistance were then being undertaken by the research in 
international law of the Harvard Law School. The Department of 
Justice was studying the procedure for the taking of testimony abroad. 
Our association commended both of these studies and urged the 
Department of State to negotiate with foreign governments, subject 
to reciprocity, treaties or conventions providing for a more efficient 
and speedier method of obtaining evidence abroad for use in legal 
proceedings pending in this country. 

In 1938 the executive committee of the National Conference of 
Commissioners on Uniform State Laws interested itself in this problem 
and appointed a special committee to consider it. This committee 
rendered its report in 1942. It recommended that no independent 
action be taken by the conference, but that the conference continue iis 
efforts to secure favorable action in the field from the appropriate 
departments of the Federal Government. 

In 1941, after the first conference of the Inter-American Bar 
Association at Habana, the house of delegates of our association 
adopted this resolution. 

“That the association favors this country’s adherence to a conven- 
tion to be entered into by all the states of the Americas making 
provision for a simple, expeditious, effective, and inexpensive system 
whereby the tribunals of each country can procure the service of 
documents and obtain evidence within the territory of the others; 
procure information on subjects of law of the other states; and assure 
in all such states the recognition and execution of final judgments 
according to the recognized principles of international law * * *.”’ 

The problems of international judicial procedure assumed an im- 
portance sufficient to warrant the appointment of a separate com- 
mittee on international judicial cooperation in the section of inter- 
national and comparative law of our association. That committee, 
in 1950, submitted a comprehensive report and recommendation for 
specific action in the field. 

The house of delegates of our association, on September 20, 1950, 
adopted the following resolutions: 

“Resolved, That the American Bar Association recommends the 
appointment by the president of a governmental committee consisting 
of representatives of the Department of State, the Department of 
Justice, the Administrative Office of United States Courts and other 
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interested agencies for the purpose of drafting treaties and taking such 
other action as may appear advisable to codify and improve inter- 
national procedures in civil and criminal matters, especially the 
practice of procuring evidence abroad, serving judicial documents 
abroad and obtaining information on foreign law from foreign official 
sources. 

‘Resolved. That the American Bar Association offers its full co- 
oper ation with any governmental committee appointed to codify and 
improve inte national proce dures in civil and criminal matters. 

Stimulated by the work done by our association, and under the 
leadersuip oi our dclegauon, ive Invernacional Bar association, at its 
1950 conference in London, adopted a ri solution as follows: 

Resolved, That the International Bar Association favor the negotia- 
tion of treaties for international judicial assistance to improve the 
procedure for the taking of testimony and service of documents, and 
the recognition and enforcement of foreign judgments; and that a 
committee be appointed by the pre sident of the International Bar 
Association to study and report upon this subject at the next con- 
ference of this association. 

Further resolutions in support of the 1950 resolution of our associa- 
tion were passed in 1951 by the American Society of International 
Law and the Maritime Law Association. In addition, committees 
were formed in many foreign countries to aid in the work of the 
International Bar Association in the field. 

In 1952, 1 of the 10 symposiums of the International Bar Association 
at its meeting in Madrid was devoted to international judicial coopera- 
tion. Representatives of our association took a leading part in the 
symposium. 

At the meeting of the Judicial Conference of the United States held 
at Washington on September 22, 1952, the then Attorney General, 
James P. McGranery, presented a long report under the heading 
“International Judicial Assistance and Procedure.”’ 

After referring specifically to the action and interest of our asso- 
ciation in these matters, the Attorney General announced the plan 
for the formation of a “small governmental commission” to study 
existing practices and to propose reforms with the assistance of a 
larger advisory committee. He reported that the program had the 
informal approval of the President. 

Following these remarks of the Attorney General, the board of 
governors of our association authorized the chairman of the section 
of international and comparative law to represent, or to appoint a 
delegate to represent, our association before committees of Congress 
in support of the proposed legislation. 

On August 26, 1953, the house of delegates of our association 
adopted, upon the recommendation of the Committee on International 
Judicial Cooperation, the following preambles and resolutions: 

‘Whereas the American Bar Association approved in 1950 a program 
of reform of procedures of international judicial cooperation, especially 
the practice of procuring evidence abroad, serving judicial documents 
abroad and obtaining information on foreign law, and 

‘Whereas no legislation has yet — initiated to implement such 
a program of reform: Now, therefore, be it 

“Resolved, That the American Bar Association recommends the 
establishment of a small Presidential commission of representatives 
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of the Departments of State and Justice and of the judicial branch, 
with a full-time reporter as a member, and a larger advisory committee 
of lawyers, judges, and law teachers selected for their practical expe- 
rience in international litigation, their qualifications as procedural 
experts, or their accomplishments in international or comparative 
law; and further 

“That the American Bar Association approves such governmental 
action as may be necessary to establish the Presidential Commission 
and Advisory Committee; and 

“That the President of the association and the officers of the section 
of international and comparative law be authorized to urge such 
action upon the Secretary of State, the Attorney General, and the 
appropriate committees of Congress.”’ 

Representatives of our association actively participated in dis- 
cussions with representatives of the Attorney General and the Secre- 
tary of State, offering their assistance in conformity with these 
resolutions. 

Finally, at the meeting of the International Bar Association at 
Monte Carlo in July 1954, an all-day session of the association was 
devoted to the problem of the taking of evidence abroad, presided 
over by a delegate of our association. The house of deputies of that 
association then adopted resolutions calling for the appointment of 
committees on international judicial cooperation in each member 
country and the exchange of information and suggestions for the 
improvement of international practice and procedure. 

This brief outline of the history of the efforts of our association in 
this field of procedural reform explains our enthusiastic support of 
the pending legislation. The Commission and the Advisory Commit- 
tee have a massive task ahead of them, to effect a reconciliation of 
divergent legal and procedural systems and to propose methods and 
techniques for international judicial cooperation consonant with the 
demands of the atomic age. 

Representatives of the section of international and comparative 
law of our association will be available to present the views of the 
association in greater detail and to discuss some of the specific aspects 
of the broad problem. 

May I respectfully urge the prompt approval and passage of the 
legislation. 

Sincerely yours, 
Loyp Wriaut, President. 


AMERICAN ForriGN Law Assocration, 
New York, N. Y., June 2, 1955. 
CoMMITTEE ON THE JUDICIARY, 
United States Senate, Washington, D. C. 

GENTLEMEN: I am writing to you on behalf of the American 
Foreign Law Association, which is composed of lawyers who are 
interested in the subject of private international law and conflict 
of laws, and many are interested in international judicial cooperation. 

This association has considered the proposal of the Attorney 
General to establish a Commission and Advisory Committee on 
International Rules of Judicial Procedure, as embodied in Senate 
bill 1597. After study and due consideration of the Attorney General’s 
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proposal and S. 1597, the association has adopted a resolution approv- 
ing said bill and of ffe ring its assistance and cooperation in achieving 
the purposes therein set forth. 

The association would appreciate being advised in due course of 
the hearings to be held on S. 1597 so that we may have an opportunity 
of voicing our sentiments thereon. 

Sincerely yours, 
Orro C. Sommerticn, President. 


Tue Cuicaco Bar Association, 
Chicago, Ill., June 15, 19568. 

Dear Sir: The board of managers of the Chicago Bar Association 
has directed me to express to you the approval of the association of 
Senate bill 1597 and House bill 5061, identical bills to establish a 
Commission and Advisory Committee on International Rules of 
Judicial Procedure. 

The approval by the association is solely based upon the reasons 
appearing in the Attorney General’s explanation, a copy of which has 
already been sent to Congress by the Attorney General. 


RicHarp BENTLEY, President. 


INTERNATIONAL Bar AssociaTION, 
New York, N. Y., January 3, 1956. 
Re S. 1597. 
Hon. THomas C. HENNINGs, Jr., 
United States Senate, Washington, D. C. 

Dear Senator Hennines: The International Bar Association is 
very much interested in the bill (S. 1597) to establish a Commission 
and Advisory Committee on International Rules of Judicial Procedure. 
As a federated association numbering among its members the national 
bar associations of most of the nations of the world, we are naturally 
interested in this problem. International judicial cooperation, as you 
may know, has long been a subject of intensive study by the organ- 
ized bar of the United States—and this interest has in recent years 
spread throughout the world. 

The International Bar Association first discussed this subject at 
our third international conference of the legal profession held in 
London in 1950. In Madrid, in 1952, our conferees considered 19 
papers on this general subject from 15 countries of the world. The 
problem of taking evidence abroad was taken up at our fifth con- 
ference in Monaco in 1954, and proved to be the most stimulating 
symposium at the conference. In addition, at our sixth conference 
to be held in Oslo, Norway, in 1956, we will consider “‘serving judicial 


documents abroad.” I am therefore in a position to state that the 
subject of international judicial cooperation is of great interest to 
our member associations. 

Enclosed are copies of resolutions adopted by our House of Deputies 
on this question. 

Harry LeRoy Jones, Esq., of the Department of Justice, is chair- 
man of our committee on international judicial cooperation and can 
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supply any additional information concerning our work in this field 
which you may desire. 
Respectfully yours, 
GERALD J. McManon, 
Acting Secretary General. 


INTERNATIONAL Bar ASSOCIATION 
501 Fifth Avenue, New York 
London conference (1950) 
RESOLUTION ON JUDICIAL ASSISTANCE 
(As approved by the House of Deputies) 


Resolved, That the International Bar Association favors the negotia- 
tion of treaties for international judicial assistance to improve the 
procedure for the taking of testimony and service of documents, and 
that a committee be appointed by the president of the International 
Bar Association to study and report upon this subject to the next 
conference of this association. 


Madrid conference (1952) 
RESOLUTION ON INTERNATIONAL JUDICIAL COOPERATION 
(As approved by the House of Deputies) 


Resolved, That the International Bar Association favors the negotia- 
tion of treaties for international judicial cooperation to improve the 
procedure for the taking of testimony and service of documents. 


Monaco con ference (1954) 


RESOLUTION ON TAKING EVIDENCE ABROAD BY WAY OF DOCUMENTS 
OR TESTIMONY 


(As approved by the House of Deputies) 


Resolved, That the International Bar Association recommends that 
at least one member bar association in each country establish a com- 
mittee on international judicial cooperation for the study of inter- 
national judicial assistance, and for the exchange of information and 
suggestions for the improvement of international practice with the 
committee in other countries devoted to the same end; and further 

Resolved, That such committees include, in their studies, the possi- 
bility of expanding the services of consuls and local lawyers as a means 
of expediting and simplifying the taking of testimony abroad; and 
further 

Resolved, That such committees include, in their studies, ways and 
means for the acquisition of knowledge of the law and procedure of 
other countries, for use in their local courts; and further 

Resolved, That further discussion of international judicial coopera- 
tion be placed on the agenda for the sixth international conference. 
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Proposed Commission on Iniernational Rules of Judicial Procedure Estimated 


4 idget for Ist year’s Ope ration 


Compen- Expenses Total 


Commission 
Fees (3 public members at $50 per day for 100 day $15. 000 
ommiissioners $10. 000 





Travel expenses 10, OOO 
Consultant 20, 000 





irecto 17, 500 
Assistant director 15, 000 


Attorney (3 at $12,000 36, 000 
Law clerk 6, 000 
Secretary 5, 000 
Stenographer (bilingual 5, 000 
Stenographer (2, at $4,000 8, 000 ‘ 
Total 92. 500 
Travel 
Domestic 10, 000 
Foreign.._- 10. 000 
Printing 5, 000 
Miscellaneous. i 20, 000 
Total a. . 3 * 127, 500 65, 000 $192, 500 


NoTE.—This estimate prepared by the Department of Justice budget office 


Marcu 24, 1958. 
Hon. James QO. EastLaANp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 


Dear Mr. CuarrMan: This will acknowledge receipt of your letter 
of March 5 requesting a report on H. R. 4642, to establish a Commis- 
sion and Advisory Committee on International Rules of Judicial 
Procedure. The Commission to be established, together with its 
Advisory Committee, would make a comprehensive study of the exist- 
ing practices of judicial assistance and cooperation between the United 
States and foreign countries, with a view to achieving improvements. 
The Commission’s work would be completed by December 31, 1959. 

The Judicial Conference of the United States, at its session on 
March 18 and 19, 1958, considered the report of its committee on 
Revision of the Laws respecting this bill. The committee reported 
that it believed that the matter of judicial assistance between nations 
in aid of litigation in their respective courts is a timely subject for 
study in view of the greatly increased amount of litigation involving 
international contacts and the present difficulties in securing adequate 
judicial assistance in many countries, especially those whose legal 
systems differ from ours. 

I am authorized to inform you that, upon recommendation of its 
committee, the Judicial Conference of the United States approved 
this bill. 


Yours sincerely, 


, 


WARREN Otney ITI, Director. 
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STraTe oF New YoOrK, 
STate OF New York, 
Joint LeGisLaTIvE COMMITTEE ON 
INTERSTATE COOPERATION, 
February 19, 1958. 
Senator Sam J. ERvIN, 
United States Senate, Washington, D. C. 

Dear SENATOR Ervin: We understand that H. R. 4642 (a bill to 
establish a Commission and Advisory Committee on International 
Rules of Judicial Procedure) has passed the House and is now before 
a special subcommittee of the Senate Committee on the Judiciary. 
We write to you as subcommittee chairman in order to express our 
support of H. R. 4642 as it passed the House on February 3. We 
were happy to note that the committee report on the bill in the House 
set forth our views in detail by reproducing in its entirety a memo- 
randum which we prepared on this bill last year. That memorandum 
is substantially similar to one which we submitted to the Senate 
Committee on the Judiciary in 1956 when H. R. 7500 (84th Cong.) 
was under consideration. 

Our view has remained the same ever since we first became aware 
of this legislation. Certainly much useful work could be done in 
making it easier to process litigation and administrative proceedings 
with foreign aspects. Agreements such as those which might be 
drafted by the proposed Commission could be very helpful. Neverthe- 
less, the lack of provision for re presenting the States officially on a 
commission whose work would so materially affect the procedures and 
responsibilities of state government led us to believe that as originally 
introduced the legislation might inadvertently accomplish more harm 
than good. We were also disturbed that legislation so vital to the 
States had gone so far without being discussed with State officials. 

The State interest in the proposal contained in H. R. 4642 is ob- 
viously equal to that of the National Government. Consequently, 
equal representation of the State and Federal Governments on the 
Commission would have been appropriate. While the bill as it passed 
the House does not go quite this far, it does give substantial recogni- 
tion to the States in a form that should make it possible for them to 
contribute to the work of the Commission in a manner that will 
produce workable agreements. Consequently, we hope that the 
Senate will give favorable and expeditious consideration to H. R. 
4642 as it passed the House on February 3 

Sincerely, 
Exisua T. Barrett, Chairman. 


O 
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AMENDING ACT OF JUNE 10, 1938, RELATING TO PARTICI- 


PATION BY THE UNITED STATES IN THE INTERNA- 
TIONAL CRIMINAL POLICE ORGANIZATION 


Avaust 15 (legislative day, Auacust 14), 1958.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 4169] 


The Committee on the Judiciary, to which was referred the bill (S. 
4169) to amend the act of June 10, 1938, relating to participation by 
the United States in the International Criminal Police Organization, 
having considered the same, reports favorably thereon, with an amend- 
ment, and recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 12, following the period, insert the following new 
sentence: 


The total dues to be paid for the membership of the 
United States shall not exceed $25,000 per annum. 


PURPOSE OF AMENDMENT 


The purpose of the amendment is to limit the membership expenses 
which may be incurred as a result of United States membership in the 
International Criminal Police Organization to the sum of $25,000. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to amend 
the existing provisions of law relating to membership of the United 
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States in the International Criminal Police Organization so as to 
raise the amount of expenses which may be incurred by reason of 
United States membership in that organization to a sum not to exceed 
$25,000 per annum. The bil also permits the Attorney General of the 
United States to designate any departments and agencies which may 
participate in the United States representation with that organization. 
The expenses of such membership are to be divided pro rata among 
each participating department and agency. 


STATEMENT 


In 1938, the Congress by statute authorized the United States to 
become a member of the International Criminal Police Organization, 
or Interpol, as it is sometimes known. However, the United States 
has not held membership in Interpol since 1950. The Department of 
the Treasury, in a letter addressed to the President of the Senate of 
the United States, submitted a draft of a bill together with an explana- 
tory memorandum requesting amendment of the existing statute in 
order to permit renewed United States participation in that organ- 
ization. 

The International Criminal Police Organization maintains a secre- 
tariat in Paris which is staffed with experts in various fields of law 
enforcement. These experts furnish member police agencies with 
studies, reports, and intelligence on the activities of various individuals 
and groups who are engaged in international criminal operations. In 
addition, they maintain complete identification files, fingerprints, 
photographs, etc., on known criminals. At the request of police agen- 
cies they will also assist in the location or surveillance of indiv iduals 
by soliciting the aid of the various member agencies. The organiza- 
tion also maintains a network of radio and teletype facilities operated 
from Paris. 

The Department of the Treasury desires to reactivate membership 
in Interpol by reason of the responsibility of that Department relating 
to the suppression of narcotic traffic, counterfeiting, and smuggling. 
Representatives of the Department and its constituent agencies engage 
in criminal investigations overseas in these fields and they must neces- 
sarily rely on local police for permission to operate and for assistance 
in operation. The Department, in its memorandum observes: 


The excellent result of the work of our agents overseas is 
far out of proportion to their number, and is in great part 
attributable to the splendid cooperation rendered by Interpol 
and its member police agencies. 


The Department further states: 


The work of our agents overseas has also resulted in better 
understanding of our - enforcement problems by foreign police 
agencies who are members of Interpol. The effect has been 
greater attention to criminal activities originating overseas 
which would culminate in the United States. The Treasury 
feels that membership in Interpol will further stimulate this 
cooperation, and be of great assistance to our enforcement 
problems in these important fields. 
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The Department also states its belief that the relationships of its 
representatives and agents with the International Criminal Police 
Organization have been seriously prejudiced by the lack of formal 
United States membership in that organization. It is for this reason, 
that in view of the imminence of the annual meeting of the organiza- 
tion in September, that the Department of the Treasury is urging 
passage of S. 4169 at this session. 

The committee believes that this legislation should be approved. 
The Congress has previously authorized the Attorney General to 
accept and maintain on behalf of the United States membership in 
this international organization, but this authorization was accom- 
panied by a limitation on the expenses of membership of $1,500 per 
annum. Thecurrent cost of membership in the organization is $11,000 
so that in order for the appropriate departments and agencies o 
the United States Government to participate in its activities, it is 
necessary to increase the existing limitation to an amount in excess 
of the membership dues. However, since it is possible for the organi- 
zation to increase its membership expenses in future years, the com- 
mittee did not believe that a limitation in the amount of the existing 
expenses would be appropriate. The committee did feel that some 
limitation should be placed upon the dues which could be exacted 
from the United States for membership in this organization and 
the amount which has been suggested by the Department of the 
Treasury is acceptable to the committee. 

The committee recognizes that criminal activities do not acknowl- 
edge national boundaries. Detection and surveillance of those en- 
paged in criminal activities must therefore extend beyond national 

oundaries if suppression of such activities is to be effective. It is 
readily apparent that effective enforcement of Federal laws by au- 
thorities rests in many respects on the information and intelligence 
available to those authorities. The Department of the Treasury, which 
is the Department primarily involved in the suppression of counter- 
feiting, smuggling, and narcotic traffic, has stated that it believes that 
participation by the Department in Interpol is of the utmost impor- 
tance to that agency in carrying out its heavy law-enforcement re- 
sponsibilities. The committee felt that these factors warranted 
approval of this legislation to vitalize the statute authorizing United 
State membership in this international enforcement agency. The 
committee iaeelion recommends that the legislation be favorably 
considered. 

Attached hereto and made a part hereof is the letter of transmittal 
and the memorandum which accompanied the submission of the draft 
bill. Also attached is a letter under date of July 29, 1958, address to 
Hon. James O. Eastland, chairman, Senate Judiciary Committee, from 
A. Gilmore Flues, Assistant Secretary of the Treasury. 
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JUNE 30, 1958. 
The Present OF THE SENATE. 


Sir: There is transmitted herewith a draft of proposed legislation, 
entitled “To amend the act of June 10, 1938, relating to participation 
by the United States in the International Criminal Police Organiza- 
tion” together with an explanatory memorandum and a comparative 

rint. 
i The act of June 10, 1938, chapter 335, 52 Statutes 640, authorizes 
the Attorney General to accept and maintain, on behalf of the United 
States, membership in the International Criminal Police Commission 
(now International Criminal Police Organization) and to incur the 
necessary expenses therefor not to exceed $1,500 per annum. The 
pa legislation would amend that act to authorize the Attorney 

eneral to ‘designate the Departments and agencies of the United 
States which may participate in the United “States representation 
with the Organization and to remove the $1,500 limitation. Under 
the amendment, the cost of membership would be paid by the partici- 
Pine Departments and agencies on a pro rata basis to be determined 

the Attorney General. 

"The Treasury Department is proposing this amendment, since it 
believes that participation by the Department in the International 
Criminal Police Organization (Interpol) is of the utmost importance 
in the carrying out of its heav y international law-enforcement respon- 
sibilities. The attached memorandum describes in greater detail the 
activities of Interpol and the Treasury Department's interest therein. 

The Attorney General has been consulted in connection with this 
amendment and has agreed that he will designate the Treasury Depart- 
ment to participate. 

It is respectfully requested that you lay the proposed bill before the 
Senate. A similar proposed bill has been sent to the Speaker of the 
House of Representatives. 

The Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this proposed legislation to 
the Congress. 

Very truly yours, 
Frep C. Scripner, JR., 
Acting Secretary of the Treasury. 


Mrmoranpum To Accompany Drart Bru Entitiep “To AMEND THE 
Act or June 10, 1938, Renatine To ParricrpaTIoN By THE UNITED 
STATES IN THE INTERNATIONAL CRIMINAL PoLicE ORGANIZATION” 


The Treasury’s desire for membership in the International Criminal 
Police Organization (Interpol) is necessitated by its heavy interna- 
tional law-enforcement responsibilities. These duties are mainly in 
the suppression of the narcotics traffic, counterfeiting, and smuggling. 
To this end representatives of our enforcement agencies engage in 
actual criminal investigations overseas and must necessarily rely on 
local police for permission and assistance. The excellent result of 
the work of our agents overseas is far out of proportion to their num- 
ber, and is in great part attributable to the splendid cooperation 
rendered by Interpol and its member police agencies. 
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Interpol maintains a central bureau in Paris which compiles crim- 
inal intelligence and fingerprint records. This information is invalu- 
able to our investigative efforts. To obtain this type of information 
by direct investigation would in many cases be impossible and would 
certainly entail an expense far greater than the cost of membership, 
which is now $11,000. 

The work of our agents overseas has also resulted in better under- 
standing of our enforcement problems by foreign police agencies who 
are members of Interpol. The effect has been greater attention to 
criminal activities originating overseas which would culminate in the 
United States. The Treasury feels that membership in Interpol will 
further stimulate this cooperation, and be of great assistance to our 
enforcement problems in these important fields. 





Treasury DEPARTMENT, 
ASSISTANT SECRETARY, 
Washington, July 29, 1958. 
Hon. James O. Eastianp, 
Chairman, Senate Judiciary Committee, 
Washington, D.C. 

My Dear Senator: In reference to conversation with Mr. Joseph 
A. Davis, chief clerk of your committee, 1 am supplying the follow- 
ing additional information in connection with e 4169 relating to 
yarticipation by the United States in the International Criminal Po- 
fice Organization (Interpol). 

Although authorized by title 22, United States Code, section 263a, 
the United States has not held membership in Interpol since 1950. 
However, because of the nature of our enforcement responsibilities, 
the United States Secret Service, the Bureau of Narcotics, and the 
Bureau of Customs have necessarily maintained informal relation- 
ships with the Organization since that time. These relationships have 
been seriously prejudiced by the lack of formal United States mem- 
bership. It is for this reason, and in view of the imminence of the 
annual meeting in September that Treasury is urging the passage of 
S. 4169 at this session. As previously indicated, the Department of 
Justice has stated that they have no objection to this legislation and 
further, that the Treasury will be designated to represent the United 
States. 

Interpol maintains a secretariat in Paris, staffed by experts in vari- 
ous enforcement fields. These experts furnish member police agencies 
with studies, reports, and intelligence on the activities of various 
individuals and groups who are engaged in international criminal 
operations. In addition, they maintain complete identification files, 
fingerprints, photographs, etc. on known criminals. At the request of 
police agencies they will also assist in the location or surveillance of 
individuals by soliciting the aid of the various member agencies. As 
an example, I am enclosing a photostat of a recent notice sent to mem- 
bers by Interpol at the request of the United States Bureau of Nar- 
cotics. The Organization also maintains a network of radio and 
teletype facilities operated from Paris. 
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The legislation requested does not involve any immediate expendi- 
tures by the Treasury, since our dues will not be payable until the 
fiscal year 1960. It is presently anticipated that these dues will be 
approximately $11,000, and we are not aware of any pending increase 
in the allotments. Therefore, a suggestion of the House Judiciar 
Committee that a limit of $25,000 be contained in the bill meets with 
our full approval. We have suggested to the House committee that 
the following language be added at the end to accomplish this pur- 
pose: “The total dues to be paid for the membership of the United 
States shall not exceed $25,000 per annum.” 

We greatly appreciate your interest and assistance in this matter. 

Very truly yours, 
A. Gitmore FLUvEs, 
Assistant Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


Act or June 10, 1938, Cuaprer 335, 52 Srarures 640 


(22 U. S. C. 263a) 


That the Attorney General is [hereby] authorized to accept and 
maintain, on behalf of the United States, membership in the Inter- 
national Criminal Police [Commission] Organization, and [to incur 
the necessary expenses therefor not to exceed $1,500 per annum] ¢o 
designate any Departments and agencies which may participate in the 
United States representation with that organization. Each partici- 
pating Department and agency is authorized to pay its pro rata share, 
as determined by the Attorney General, of the expenses of such mem- 
bership. The total dues to be paid for the membership of the United 
States shall not exceed $25,000 per annum. 


O 
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SURVEY FOR EXTENDING CENTRAL VALLEY (CALIF.) 
PROJECT WATER SERVICE 


Avuaust 15 (legislative day, Auaustr 14), 1958.—Ordered to be printed 


Mr. Kucuet, from the Committee on Interior and Insybay Aff pgs, , y 
submitted the following OF MICHIGAN 


SEP 9 1953 


[To accompany H. J. Res. 585] READING ROOM 


REPORT 


The Committee on Interior and Insular Affairs, to whom was 
referred the joint resolution (H. J. Res. 585) authorizing and directing 
the Secretary of the Interior to conduct studies and render a report 


on service to Santa Clara, San Benito, Santa Cruz, and Monterey 
Counties from the Central Valley project, California, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the joint resolution do pass. 


PURPOSE OF LEGISLATION 


The purpose of this joint resolution was to authorize and direct the 
Secretary of the Interior to conduct studies and submit to the Con- 
gress a report on the feasibility of furnishing water from the Central 
Valley project to lands and municipalities in Santa Clara, San Benito, 
Santa Cruz, and Monterey Counties, Calif. The resolving clause is 
practically identical with section 5 of S. 1887, which was passed by 
the Senate on August 15, 1958. 

The text of the resolving clause of House Joint Resolution 585 is as 


follows: 


That the Secretary of the Interior is hereby authorized 
and directed to conduct the necessary studies and render a 
report to the Congress on the feasibility of a plan to provide 
Central Valley project service, by way of the Pacheco 
Tunnel route, to lands and municipalities in Santa Clara, 
San Benito, Santa Cruz, and Monterey Counties: Provided, 
That said studies shall be conducted only under a contract 
with the Santa Clara-Alameda-San Benito Authority, or other 
public agencies or agency, pursuant to which said Authority, 
agencies or agency will pay 50 per centum of the cost 
thereof. 
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CONCLUSIONS OF THE COMMITTEE 


The committee finds that the studies authorized by House Joint 
Resolution 585 are desirable and essential to laying the groundwork 
for and determining the feasibility of extending the Central Valle »y 
project water service by way of the Pacheco tunnel route to lands and 
municipalities in the counties of Santa Clara, San Benito, Santa 
Cruz, and Monterey. The Secretary of the Interior is admonished 
that due consideration shall be given to the studies and plans of the 
California Department of Water Resources and of the Santa Clara- 
Alameda-San Benito Water Authority. 

Reference is made to House Report No. 2527 on this resolution for 
further details. 

Representative Charles S. Gruber, of California, is sponsor of 
House Joint Resolution 585. 


COMMENTS OF THE DEPARTMENT OF THE INTERIOR 


The comments of the Department of the Interior on House Joint 
Resolution 585 are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 4, 1958. 
Hon. Cram ENGte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Encte: During the hearings held on May 16, 1958, in 
connection with House Joint Resolution 584 and House Joint Resolu- 
tion 585, witnesses from the Department were asked to consider, in 
relation to the report of this Department on those resolutions, a letter 
dated May 8, 1958, to the Honorable Clinton P. Anderson from Mr. 
Harvey Banks, director of the Department of Water Resources, State 
of California. Our witnesses advised that they were unaware of Mr. 
Banks’ letter of May 8, at the time our report on the joint resolutions 
was signed on May 15, 1958. Through the courtesy of Congressman 
Gubser we have now received a copy of Mr. Banks’ letter of May 8. 
The May 8 letter contains Mr. Banks’ view in connection with 
committee print of S. 1887 to authorize the San Luis project. Section 
5 of that committee print is similar to House Joint Resolution 584 and 
House Joint Resolution 585. In commenting on section 5, Mr. Banks 
stated on page 3 of bis letter, ‘We would not object to the inclusion 
of this new section.” 

The State’s position on section 5, as expressed in Mr. Banks’ letter, 
together with the recent action of the State legislature in adopting 
Senate Joint Resolution 8, appears to remove any concern on the part 
of the State over possible competition between the Bureau of Recla- 
mation and the State, at least as far as investigations are concerned. 
A problem would ultimately arise, however, if local interests are pre- 
sented the option of choosing between alternative State and Federal 
plans. We recognize, of course, that the mere performance of an in- 
vestigation and the submittal of a report thereon to the Congress would 
not in itself constitute a full offer of a Federal plan. Nevertheless, the 
fact remains that two plans would be available to the local people who 
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could then advocate one plan over the other and thus introduce an 
element of competition. 

We do indeed appreciate the difficulties which confront the par- 
ticular area concerned and it is for this reason that we are sympathetic 
to the desires of local interests. We assure you, however, that should 
the proposed legislation be enacted into law, we would, of course, 
undertake the investigation as directed. 

Sincerely yours, 
Royce A. Harpy, 
Assistant Secretary of the Interior. 


O 








Calendar No.2477 


851TH CONGRESS S REPORT 
No. 2412 


2d Session 


PROVIDING FOR THE CONSTRUCTION OF AN IRRIGATION DIS- 
TRIBUTION SYSTEM AND DRAINAGE WORKS FOR RESTRICTED 
INDIAN LANDS WITHIN THE COACHELLA VALLEY COUNTY 
WATER DISTRICT IN RIVERSIDE COUNTY, CALIF. 


Aveust 15 (legislative day, Aucust 14), 1958.—Ordered to be printed 


Mr. Kucuet, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 9239] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 9239) to provide for the construction of an 
irrigation distribution system and drainage works for restricted Indian 
lands within the Coachella Valley County Water District in Riverside 
County, Calif., and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

SUMMARY 


The principal purpose of H. R. 9239, as passed by the House, as 
the result of an executive communication from the Secretary of the 
Interior, is to modify the act of August 25, 1950 (64 Stat. 470), to 
provide for the construction by the United States of an irrigation 
distribution system and drainage works for approximately 10,000 
acres of restricted Indian lands within the Coachella Valley County 
Water District, California. The act of August 25, 1950, contemplated 
that the construction would be undertaken by the district. 

It is estimated that it will cost the Federal Government approxi- 
mately $2 million to construct the works authorized by enactment of 
H. R. 9239. This expenditure will be reimbursable. 
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A full explanation and the history of this proposed legislation is 
contained in House Report No. 2555, a copy of which is attached 
hereto and made a part of this report, as follows: 


EXPLANATION OF THE BILL 


The act of August 25, 1950, provided that the Secretary of the 
Interior should designate the restricted Indian lands on the Cabazon, 
Augustine, and Torres-Martinez Reservations which could be irri- 
gated from the facilities of the Coachella Valley County Water 
District. It also authorized the Secretary to enter into a contract 
with the district whereby he would assume an obligation to pay or 
guarantee payment to the district of all costs and charges involved in 
the construction, operation, and maintenance of the works required 
for the delivery of water to the lands in question. 

The Coachella Valley County Water District administers an irriga- 
tion and drainage system constructed as a part of the All-American 
Canal system of the Boulder Canyon project. The district includes 
113,715 acres of irrigable land. Of this acreage, 10,241 are in restricted 
Indian ownership as follows: 608 acres in the Augustine Reservation, 
1,893 acres in the Cabazon Reservation, and 7,740 acres in the Torres- 
Martinez Reservation. Although the district’s principal works have 
sufficient capacity to serve these lands, none of the lands is presenthy 
under irrigation. 

A stumbling block up to this time has been the district’s unwilling- 
ness to finance the cost of constructing the necessary additional works, 
notwithstanding a Government guaranty of reimbursement therefor. 
Recently, however, the district and the Secretary of the Interior have 
arrived at an agreeme nt under which, subject to enactment of H. R. 
9239, the Government will do the construction work and the district 
the operation and maintenance work. The district will turn over to 
the Government each year one-half of all moneys that it receives for 
the delivery of water to the Indian lands until the United States has 
been reimbursed in full for its construction costs. Payment of the 
district’s charges to the Indian landowners will be guaranteed by the 
United States as long as the lands are in trust or restricted status. 
Any payments made by the Government under this guaranty will 
become a first lien on the land. 

The extension of the distribution system to the Indian lands will 
not affect the amount of water which the district is entitled to receive 
from the Colorado River. The Indian lands have no separate water 

right and, if they are brought under the district’s system, will share 
in whatever water en district receives. The Coachella district par- 
ticipates with other California users of Colorado River water in that 
State’s entitlement to the use of such water within the limitations 
stated in section 4 of the Boulder Canyon Project Act. Its. uses fall 
within the third and sixth priorities set out in the so-called Seven 
Party Agreement of August 11, 1931, among the California users but 
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stare’ stibérdinate to the Imperial Irrigation District’s requirements 
under the same priorities. 

H. R. 9239 authorizes the Secretary of the Interior to take such 
rights-of-way across the Indian lands as are necessary and to pay the 
owners reasonable compensation therefor. It also provides for the 
leasing of lands by the Secretary for the benefit of the owner if the 
owner does not himself use or lease them. This provision is believed 
to be important inasmuch as it is expected that little if any of the 
acreage will be developed directly by the Indian owners. 

The estimated cost of the construction authorized by H. R. 9239 
is as follows: 


PRC e LAO BURGOS 6.5 i cnc ce ake hate mbiekine eek wink teaser $1, 045, 000 
Drainage works__-_--- No ee eee = esriee ok Soearen aise dans ean aie 631, 000 
Seeamennet: 24. 2 | DBS Seb Seren ef ee oe it. 25 ie gS 250, 000 
NE. Conte tA Sah os en beta eee we ba nese 74, 000 

EMG Seca ae ath a Bees Sts So lias _. 2,000, 000 


H. R. 9239 was amended by the committee to make its provisions 
purely permissive to members of the Torres-Martinez Reservation. 
The amendment on page 2, beginning on line 9, provides that the 
system shall be extended only to the Indian owners on the Torres- 
Martinez Reservation who request its extension and upon determina- 
tion by the Department of the Interior that the construction is 
economically feasible. 

A second amendment explicitly limits the Secretary of the Interior’s 
guaranty of payment of water charges on the Indian lands to those 
for which an irrigation distribution system is constructed pursuant to 
H. R. 9239. 

The Coachella Valley County Water District strongly urges the 
enactment of H. R. 9239. Statements from the chairman of the 
Cabazon and the Augustine Tribe favoring the legislation are on file 
with the committee. 

The executive communication from the Secretary of the Interior, 
dated July 24, 1957, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 24, 1957. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 


Dear Mr. Speaker: Enclosed herewith is a draft of a proposed 
bill to provide for the construction of an irrigation distribution system 
and drainage works for restricted Indian lands within the Coachella 
Valley County Water District in Riverside County, Calif., and for 
other purposes. 

We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

The purpose of the bill is to make it possible to carry out the basic 
plan outlined in section 1 of the act of August 25, 1950 (64 Stat. 470), 
by removing the obstacles that have prevented the plan from becoming 
effective. 

The Coachella Valley County Water District, which is organized 
under the laws of California, is administering an irrigation distribution 
system and drainage works that were constructed by the Bureau of 
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Reclamation of this Department as a part of the Hoover Dam projeet 
and the All-American Canal system. Under two contracts between 
the district and this paperenams the district is obligated to repay 
construction costs amounting to $26,500,000. 

Improvement District No. 1 of the Coachella Valley County Water 
District contains approximately 113,715 acres of irrigable or poten- 
tially irrigable land that are eligible to be served by the distribution 
system, 103,484 acres are in non-Indian ownership, and 10,241 acres 
are in Indian ownership (607.8 acres in the Augustine Reservation, 
1,893.4 acres in the Cabazon Reservation, and 7,739.76 acres in the 
Torres-Martinez Reservation). The irrigation distribution system 
that is now administered by the district has a built-in capacity suffi- 
cient to irrigate all of this acreage, but it has actually been extended 
only to a part of the non-Indian owned land. Under ordinance 
No. 855 of the district, the system is being extended to the remaining 
eligible non-Indian lands as conditions warrant. The system has not 
been extended to any of the Indian lands 

The act of August 25, 1950 (64 Stat. 470), directed the Secretary of 
the Interior to designate the restricted Indian lands on the three Indian 
reservations that may be irrigated from the facilities of the district, 
and to contract with the district for the extension of the system to the 
Indian lands. The act authorized the Secretary to pay or guarantee 
payment to the district of all costs and charges incurred by the district 
in the construction, operation, and maintenance of the works and 
facilities required to deliver water to the Indian lands, if those costs 
and charges were levied on a nondiscriminatory basis. 

Negotiations with the district under the 1950 act were unsuccessful 
because the district was unwilling to assume the financial obligation 
involved in extending the system to the Indian lands, even though 
the Government guaranteed the payment of assessments against the 
Indian lands to cover the construction costs. Because the district 
does not levy separate assessments to cover construction costs and to 
cover operation and maintenance costs, it was also impossible to agree 
under the 1950 act on a procedure for guaranteeing operation and the 
maintenance charges applicable to the Indian portion of the system. 

Recent negotiations with the district have resulted in an agreement 
between the district and the Department, subject to the enactment 
of the necessary authorizing legislation, that if the Government 
(rather than the district) will do the necessary construction work to 
extend the system to the Indian lands, and guarantee the payment of 
assessments and charges that are made against Indian lands on the 
same basis that they are imposed upon non-Indian lands, the district 
will operate and maintain the Indian portion of the system as an 
extension of the existing system and will pay the United States each 
year one-half of all moneys that are received for the delivery of water 
to the Indian lands until the United States has been reimbursed in 
full for its construction costs. A copy of this agreement is enclosed, 

This agreement applies to the Indian lands the same plan that the 
district is now applying to non-Indian lands that are not yet under 
the distribution system. The plan for the ton-Endh ans is for the land- 
owner to finance the cost of extending the distribution system to his 
land, and for the landowner to recoup his costs by a rebate of one-half 
of the annual water assessment against his land. 

The application of this plan to the Indian lands, with the Govern- 
ment financing the construction on behalf of the Indians because the 
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Government holds title to the land in trust, seems to be fair and 
equitable. 

The proposed extension of the distribution system to the Indian 
land in the district should not affect the amount of water which the 
district is entitled to receive from the Colorado River. The Indian 
lands do not have any separate Indian water right, and if they are 
brought under the district’s system they will share equally in whatever 
water the district is entitled to receive. The failure to extend the 
district’s system to the Indian lands will merely result in extending 
the system to more non-Indian lands, and the Indians will be the loser. 

The language of the bill which subjects the Indian lands to the 
assessment of water charges and to payments in lieu of taxes is not 
a departure from the policy adopted by the 1950 act. That act 
contemplated that the Indian land would be assessed both for con- 
struction costs and for operation and maintenance costs, that the 
assessments would be paid or guaranteed by the Government, that 
the Government would be reimbursed in part out of any lease rentals 
that might be collected, and that the Government would be reimbursed 
for the balance of its payments by foreclosing its lien after the land 
passed out of Indian ownership. 

The present bill does not change this basic plan. Instead of levying 
separate water assessments to meet construction costs and to meet 
operation and maintenance costs, the district raises the necessary 
revenue to meet these costs by assessing water delivery charges and 
by levying a tax. The tax, however, is not a tax for general govern- 
mental purposes, but is merely a method of raising revenue to meet 
the obligations of the water district. In other words, the combination 
of a water assessment and a tax is a substitute for a water assessment 
alone, and both methods are alternative devices to accomplish a single 
result: Raise enough revenue to meet the expenses of running the water 
district. The reference in the bill to payments in lieu of taxes should 
therefore be read in this restricted sense and should not be confused 
with the wholly separate issue of taxes to meet general expenses of 
county and State government. Such taxes are not involved in 
this bill. 

The bill does not change the method of collection that is now 
provided in the 1950 act. The district will first attempt to collect 
from the Indian landowner or his lessee, and the Government will 
guarantee the payment. If the Government must make the payment, 
its payment becomes a lien against the land that is collectible when 
the land goes out of Indian ownership. 

We anticipate that most of the Indian land will be leased to non- 
Indian operators as rapidly as it is put under the distribution system. 
In order to protect the Government in the event an Indian fails either 
to use or to lease the land when it becomes subject to assessment for 
water charges, the bill provides in section 3 that the Secretary may 
lease such lands for the benefit of the owner. Without this authority 
the Government would be subject to the payment of water charges on 
idle land when the land should be put to use with the water charges 
being paid by the user. 

The bill authorizes the Secretary to take any right-of-way across 
the Indian lands that are necessary for the purposes of the act, after 
paying the owners reasonable compensation. The rights-of- -way may 
be taken without the consent of the owner, if necessary. Some of 
the drainage works for the distribution system that is now administered 
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by the district have been constructed by the district on Indian lands 
without obtaining the necessary rights-of-way, and the bill authorizes 
the Secretary to take such rights-of-way and to convey them to the 
district after the district has paid the Indian owner reasonable com- 
pensation therefor. This authority will resolve a source of friction 
between the Indians and the district that has existed for some time. 

The bill makes two purely technical amendments to the 1950 act. 
Section 7 of the act authorizes the Secretary, with the consent of the 
interested band of Indians, to sell certain surplus lands that remain 
after the reservations have been allotted. The sale authority is 
limited to 3 years after the date of the 1950 act, and has therefore 
expired. The allotment of the reservations has not been completed, 
however, and the bill would remove the 3-year limitation in order that 
the surplus lands may be sold after the allotment process has been 
completed. The bill also amends the reference in section 8 (a) of the 
act to the 1910 and the 1940 leasing statutes by substituting a reference 
to the more recent leasing act of August 9, 1955 (69 Stat. 539). 

The cost of constructing the distribution system and drainage works 
authorized by the bill is estimated to be $2 million, as follows: 


TST BUM oo eee ee sks caw iene s SiS Fiat ee $1, 045, 000 
DIE RI ne li eee es oe Rei als SS 1 631, 000 
Na a a i i gg 250, 000 
I ee aia 74, 000 

RR le OSs oe 2 Ee Eo BS a ee 2, 000, 000 


We are not able to estimate the annual cost that may be involved in 
cuaranteeing payment of the charges against the Indian lands. So far 
as is now known, the administration of the bill, if enacted, will not 
require the employment of additional personnel. 

We have discussed the proposed legislation in detail with the 
Indians of the three reservations. The Cabazon and Augustine 
Indians have formally endorsed the proposed legislation by resolution. 
The Torres-Martinez Indians have indicated in oral discussions that 
they favor the proposed legislation, but that they will not endorse it 
by resolution until some disputes with the Department that are un- 
related to the irrigation and drainage program are resolved to their 
satisfaction. 

We believe that the Torres-Martinez Indians want the irrigation 
system extended to their lands, and we hope that they will endorse 
the proposed legislation by resolution by the time the bill is con- 
sidered in committee. If they do not do so, however, we recommend 
that they be omitted from the bill because we feel that an irrigation 
system of this kind should not be extended to their reservation unless 
they ask for it. We have informed the tribe of this recommendation. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





| 
| 
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A BILL To provide for the construction of an irrigation distribution system and 
drainage works for restricted Indian lands within the Coachella Valley County 
Water District in Riverside County, California, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 1 of the Act of 
August 25, 1950 (64 Stat. 470), is amended to read as follows: 

(a) The Secretary of the Interior is hereby authorized and directed 
to— 

(1) Designate the trust or restricted Indian lands on the 
Cabazon, Augustine, and Torres-Martinez Indian Reservations 
which may be irrigated from distribution facilities administered 
by the Coachella Valley County Water District in Riverside 
County, California. 

(2) Construct an irrigation distribution system and drainage 
works within improvement district numbered 1 of the Coachella 
Valley County Water District that connect with the distribution 
system and drainage works now administered by Coachella Valley 
County Water District and that will irrigate and drain the Indian 
lands designated therein pursuant to this section. 

(3) Coatract with the Coac ‘hella Valley County Water District, 
prior to the construction of the irrigation distribution system 
and drainage works authorized by this section, for engineering 
and supervision services in connection with such construction, 
and for the care, operation, and maintenance thereof after 
construction. Such contract shall provide, among other things, 
that— 

The irrigation distribution system and drainage works 
authorized to be constructed by this section, or any major 
part thereof, when completed and ready for use as determined 
by the Secretary, shall be turned over to the district for 
care, operation, and maintenance and the district shall 
assume the care, operation, and maintenance thereof upon 
sixty (60) days written request therefor made by the 
Secretary. 

(ii) Water shall be delivered to the lands within improve- 
ment district numbered 1 designated pursuant to this section, 
through the irrigation distribution system authorized to be 
constructed, under the same rules and regulations, to the 
same extent, and for the same charges as water is delivered by 
the district to other lands similarly located within the 
district. As long as said Indian lands remain in a trust 
or restricted status the Secretary shall guarantee payment 
to the district for all such charges for the delivery of water, 
including standby charges, as well as payment of an amount 
of money during each year equal to the amount which 
would be levided by or on behalf of the district in the form 
of taxes on said lands if said lands were on the assessment 
rolls of Riverside County. 

(iii) One-half of all moneys received by the district for 
delivery of water to the designated lands (not including gate 
and other service charges) shall be paid annually by the 
district to the United States until the United States has been 
reimbursed in full for the actual costs incurred in the con- 
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struction of the distribution system and drainage works 
authorized by this section. 

(iv) Article 21 (Access to Books and Records), article 23 
(Disputes or Disagreements), article 35 (Remedies Under 
Contract Not Exclusive), article 36 (Interest in Contract 
Not Transferable), article 39 (Officials Not To Benefit), and 
article 41 (Representative of the Secretary), of that certain 
contract between the United States and the district dated 
December 22, 1947, entitled “Contract for Construction of 
Distribution System, Protective Works and Drainage 
Works,” shall be incorporated by reference, haec verba, into 
the contract authorized by this section as a part thereof. 

(b) There are authorized to be appropriated such amounts as may 
be necessary for the construction of the distribution system and 
drainage works authorized by this section and for making the pay- 
ments guaranteed pursuant to this section. There is hereby created 
a recordable first lien against said Indian lands for any amounts paid 
by the United States to the district pursuant to such guaranty, and 
such lien shall be enforced at the time the land passes out of Indian 
ownership. The provisions of the Act of July 1, 1932, with respect 
to the assessment and collection of irrigation construction costs shall 
not apply to such lands. 

(c) The Secretary of the Interior is authorized to take, use, and 
convey to the Coachella Valley County Water District, or other 
governmental agency, such rights-of-way across trust or restricted 
Indian lands as in his discretion may be needed for the construction, 
care, operation, and maintenance of the irrigation distribution system 
and drainage works authorized by this section or the irrigation dis- 
tribution system and drainage works now administered by the dis- 
trict, and for the construction or improvement of roads necessary to 
serve the Augustine, Cabazon, and Torres-Martinez Reservations. 
The Indian landowner shall be paid reasonable compensation for such 
rights-of-way. The rights-of-way needed for the drainage works now 
administered by the district shall be taken and conveyed to the dis- 
trict only after the district has paid to the Indian landowner reasonable 
compensation therefor. 

Sec. 2. Section 7 of the Act of August 25, 1950 (64 Stat. 470), is 
amended as follows: In clause ‘‘(a)’’ delete ‘within three years from 
the date of approval of this Act’. 

Src. 3. Subsections (a) and (c) of section 8 of the Act of August 25, 
1950 (64 Stat. 470), are amended to read as follows: 

(a) Any trust or restricted Indian land, whether individually or 
tribally owned, may be leased in accordance with the provisions of 
the Act of August 9, 1955 (69 Stat. 539). 

(c) If the Secretary of the Interior determines that beneficial use 
of any trust or restricted lands is not being made by the owner or 
owners thereof, the Secretary is authorized to lease such lands for 
the benefit of the owner or owners. 

The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 9239, as amended. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H. R. 
9239) as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Acr or August 25, 1950 (64 Srart. 470) 


[That the Secretary of the Interior, or his authorized representative, 
shall designate the restricted Indian lands on the Cabazon, Augustine, 
and Torres-Martinez Indian Reservations which may be irrigated 
from facilities of the Coachella Valley County Water District of 
Riverside County, California, and may enter into an appropriate 
contract with the said water district whereby the Secretary, acting 
on behalf of the United States, for the benefit of said restricted Indian 
lands may assume an obligation to pay or guarantee payment to said 
water district of all costs and charges made by said district on account 
of the construction, operation, and maintenance of the works and 
facilities required for the delivery of water to such lands to the same 
extent as other lands of the district shall be charged therefor. There 
is hereby created a recordable first lien against the Indian lands for 
the amounts assessed thereagainst but such lien shall not be enforced 
during the period the lands remain in Indian ownership. The annual 
appropriation of such amounts as may be necessary to make payment 
to the said water district of the costs and charges herein provided for 
is hereby authorized out of any money in the United States Treasury 
not otherwise appropriated. The payments made to the said water 
district hereunder shall be reimbursed to the United States from 
payments made by lessees holding leases made pursuant to section 
8 (c) hereof. Operation and maintenance costs assessed against 
unleased Indian lands shall, when collected, likewise be applied in 
reimbursement of the United States. The collection of construction 
costs shall be subject to the provisions of the Act of July 1, 1932 (47 
Stat. 564; 25 U.S. C. 386a), only with respect to those Indian lands 
not leased.] 

(a) The Secretary of the Interior is hereby authorized and directed to— 

designate the trust or restricted Indian lands on the Cabazon, 
Augustine, and Torres-Martinez Indian Reservations which may be 
irrigated from distribution facilities administered by the Coachella 
Valley County Water District in Riverside County, California; 

(2) construct an irrigation distribution system and drainage works 
within improvement district numbered 1 of the Coachella Valley 
County Water District that connect with the distribution system and 
drainage works now administered by Coachella Valley County Water 
District and that will irrigate and drain the Indian lands designated 
therein pursuant to this section: Provided, That such irrigation and 
distribution system and drainage works shall be constructed on the 
Torres-Martinez Indian Reservation only upon the request of the 
Indian owners of the lands to be irrigated thereby and a determination 
by the Secretary of the Interior that the construction of the irrigation 
distribution system and drainage works is economically feasible; 

(3) contract with the Coachella Valley County Water District, 
prior to the construction of the irrigation distribution system and 
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drainage works authorized by this section, for engineering and super- 
vision services in connection with such construction, and for the care, 
operation, and maintenance thereof after construction. Such con- 
tract shall provide, among other things, that— 

(i) the irrigation distribution system and drainage works 
authorized to be constructed by this section, or any major part 
thereof, when completed and ready for use as determined by the 
Secretary, shall be turned over to the district for care, operation, 
and maintenance and the district shall assume the care, opera- 
tion, and maintenance thereof upon siaty days written request 
therefor made by the Secre tary; 

(ii) water shall be delivered to the lands within improvement 
district numbered 1 designated pursuant to this section, through 
the irrigation distribution system authorized to be constructed, 
under the same rules and regulations, to the same extent, and 
for the same charge S as water is delive re d by the district to other 
lands similarly located within the district. As long as said 
Indian lands for which an irrigation distribution syste m is 
constructed pursuant to this section remain in a trust or restricted 
status the Secretary shall guarantee payment to the district for 
all such charges for the delivery of water, including standby 
charges, as well as o~ nt of an amount of money during each 
year equal to the amount which would be levied by or on behalf 
of the district in the form of taxes on said lands if said lands 
were on the assessment rolls of Riverside County; 

(122) one-half of all moneys received by the district for the 
delivery of water to the designated lands (not including gate and 
other service charges) shall be paid annually by the district to 
the United States until the United States has been reimbursed 
in full for the actual costs incurred in the construction of the 
distribution system and drainage works authorized by this 
section: 

(iv) article 21 (access to books and records), article 23 (dis- 
putes or disagreements), article 35 (remedies under contract not 
exclusive), article 36 (interest in contract not transferable), 
article 39 ‘(offic ials not to benefit), and article 41 (representative 
of the Secretary), of that certain contract between the United 
States and the district dated December 22, 1947, entitled “Con- 
tract for Construction of Distribution System, Pstuckies Works 
and Drainage Works’’, shall be incorporated by reference, haec 
verba, into the contract authorized by this section as a part 
thereof. 

(6) There are authorized to be appropr iated such amounts as may be 
necessary for the construction of the distribution system and drainage 
works authorized by this section and for making the payments quaranteed 
pursuant to this section. There is hereby created a recordable first lien 
against said Indian lands for any amounts paid by the United States to 
the district pursuant to such guaranty, and such lien shall be enforced at 
the time the land passes out of Indian ownership. The provisions of the 
Act of July 1, 1932, with respect to the assessment and collection of irriga- 
tion construction costs shall not apply to such lands. 

(c) The Secretary of the Interior is authorized to take, use, and convey 
to the Coachella Valley County Water District, or other governmental 
agency, such rights-of-way across trust or restricted Indian lands as in his 
discretion may be needed for the construction, care, operation, and mainte- 
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nance of the irrigation distribution system and drainage works authorized 
by this section or the irrigation distribution system and drainage works 
now administered by the District, and for the construction or improvement 
of roads necessary to serve the Augustine, Cabazon, and Torres- Martinez 
Reservations. The Indian landowner shall be paid reasonable compensa- 
tion for such rights-of-way. The rights-of-way needed for the drainage 
works now administered by the district shall be taken and conveyed to the 
district only after the district has paid to the Indian landowner reasonable 
compensation therefor. 
“ * . * * * « 


Sec. 7. With the exception of Indian lands located under or adja- 
cent to the Salton Sea, below a contour line of two hundred and twenty 
feet below sea level and any forty-acre tract any part of which is at an 
elevation of two hundred and twenty feet below sea level or lower, 
the Secretary of the Interior is authorized, with the consent of the 
interested band of Indians (a) to appraise and offer for sale [within 
three years from the date of approval of this Act] any surplus, 
irrigable, or potentially irrigable land remaining after the allotments 
and exc ‘thanges have been made as provided in sections 5 and 6 hereof, 
such sales to be made at not less than the appraised value of the lands, 
and no purchaser shall be permitted to acquire more than one hundred 
and sixty acres of such lands in the aggregate, nor any lesser number 
of acres of such lands which, if added to lands then owned or held by 
the purchaser, would cause said purchaser to become a “large land- 
owner’ as defined in the contract dated December 22, 1947, between 
the United States and the Coachella Valley County Water District 
entitled “Contract for Construction of Distribution System, Protec- 
tive Works, and Drainage Works’’; and (b) to appraise and offer for 
sale at not less than the appraised value all surplus, nonirrigable lands 
of the Torres-Martinez Band, under such conditions as the Secretary 
may prescribe; and (c) to cause patents in fee to be issued to the 
purchasers of such lands. The Secretary of the Interior is further 
authorized to acquire by purchase for and in behalf of the United 
States, and at such price as may be agreed upon between him and the 
Indian owners, any Indian lands, whether tribally or individually 
owned, located under or adjacent to the Salton Sea, below a contour 
line of two hundred and twenty feet below sea level and any forty- 
acre tract any part of which is at an elevation of two hundred and 
twenty feet below sea level or lower. The lands so acquired shail be 
reserved for the purpose of maintaining a drainage reservoir in said 
Salton Sea and shall not be exchanged or otherwise disposed of without 
the consent of the Congress. The amount (not to exceed $5,000) 
required to complete such purchases is hereby authorized to be 
appropriated out of moneys in the United States Treasury not other- 
wise appropriated. The proceeds derived from all sales of lands made 
under the provisions of this section may, in the discretion of the 
Secretary of the Interior, be distributed at any time in cash per capita 
among the enrolled members of the respective bands, such distribution 
to be completed in any event within five years from the date of 
approval of this Act. 

Sec. 8. [(a) That any restricted Indian land, whether individually 

r tribally owned, may be leased by the Indian owners in accordance 
with the provisions of section 4 of the Act of June 25, 1910 (36 Stat. 
856), and such lands of deceased Indians may be leased for the benefit 
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of their heirs or devisees as provided for by the Act of July 8, 1940 
(54 Stat. 745).J 

(a) Any trust or restricted Indian land, whether individually or tribally 
owned, may be leased in accordance with the provisions of the Act of 
August 9, 1955 (69 Stat. 539). 

(b) All leases of restricted Indian lands designated under section 1 of 
this Act, whether made under this section or under any other provision 
of law, shall include a provision that the lessee, in addition to the 
compensation payable to the lessor under the terms of the lease, shall 
pay all irrigation charges properly assessed against such lands pursuant 
to the provisions of section 1 hereof, and which become payable 
during the term of the lease. All leases to which this subsection 
applies shall be duly recorded in the office of the county recorder of 
the county in which the leased lands are located, the cost thereof to be 
paid by the lessee. A copy of each lease shall also be filed by the 
lessee. A copy of each lease shall also be filed by the lessee with the 
Coachella Valley County Water District, or such other irrigation or 
water district within which the leased lands may be located. 

[(c) Rent or other payment for the use of land leased under this 
section shall not be collected or paid more than five years in advance.] 

(c) If the Secretary of the Interior determines that beneficial use of any 
trust or restricted lands is not being made by the owner or owners thereof, 
the Secretary is authorized to lease such lands for the benefit of the owner 
or owners. 


a 
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Calendar No. 2479 


85TH CONGRESS SENATE REPORT 
2d Session No. 2414 


RENDITION OF MUSICAL COMPOSITIONS OX 
COIN-OPERATED MACHINES & 


Avuausrt 15 (legislative day, Auaust 14), 1958.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 1870] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1870) to amend section 1 (e) of title 17 of the United States Code 
with regard to the rendition of musical compositions on coin-operated 
machines, having considered the same, reports favorably thereon with 
an amendment in the nature of a substitute and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That the third paragraph of section 1 (e) of title 17, United States Code, is 
amended to read as follows: 

“Whenever a copyrighted musical composition is publicly performed for profit 
by means of a recorded rendition thereof which is utilized or activated by means 
of a coin-operated machine or device (other than a radio or television receiving 
set or apparatus), the remedies afforded by this title shall be available only against 
the operator of such machine or device. As used in this paragraph, the term 
‘operator’ means the individual, partnership, association, or corporation entitled 
to receive any money or other income resulting from the operation of such machine 
or device after the (1) payment of expenses incident to the procurement, place- 
ment, operation, maintenance, and servicing of such machine or device, and 
(2) payment to the proprietor of the establishment within which such machine or 
device is operated of any share in the receipts of such machine or device to which 
such proprietor may be entitled. 

‘Whenever the copyright owner of any musical composition, or assignee or 
licensee of the performing right thereof, executes any license or agreement au- 
thorizing the public performance for profit of such composition by means of any 
such coin-operated machine or device, such copyright owner, or assignee or 
licensee of the aforesaid performing right shall furnish a copy of such license or 
agreement, within thirty days of the effective date thereof, to the Register of 
Copyrights, accompanied by the recording fee required by section 215 of this title 
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for the recording of every assignment, agreement, power of attorney, or other 
paper: Provided, That no provision may be included in any license or agreement 
filed by the copyright owner, assignee, or licensee of the performing rights of any 
musical composition by which any fee or royalty may be assessed for the use of 
such musical composition on any coin-operated machine or device prior to the 
effective date of this Act. Any failure to file such license or agreement shall be 
a complete defense to any suit, action, or proceeding against the licensee or licen- 
sees covered thereby, for any infringement of the right to publicly perform for 
profit the musical composition by means of a coin-operated machine or device.”’ 

Sec. 2. The first paragraph of section 1 (e) of title 17, United States Code, is 
amended by adding to the second sentence thereof, after the words ‘‘a royalty of 
2 cents on each such part manufactured,” and before the words ‘‘to be paid by 
the manufacturer thereof,’ the following: ‘‘or 4 cents on each such part that is 
manufactured for use by or — coin-operated machine a 

Src. 3. Section 205 of title 17, United States Code, is amended by adding the 
following new paragraph: 

“Within a y-five days after the commencement of each regular session of the 
Congress, the Register of Copyrights shall transmit to the Judiciary Committee 
of the Senate and House of Representatives a report, which may be a part of the 
above-mentioned annual report, containing a summary of the provisions of all 
licenses and agreeme nts filed with him during the preceding calendar year pur- 
suant to the last paragraph of section 1 (e) of this title.” 

SEc, 4 The amendments made by this Act shall take effect on the first day of 
the sixth month following the date of its enactment. Nothing contained in such 
amendment shall alter or impair the enforcement by the Attorney General of any 
provision of law or any judgment or decree heretofore entered by any court under 
any provision of law. 


PURPOSE OF THE BILL, AS AMENDED 


As introduced, S. 1870 would repeal the exemption contained in the 
third Samide of section 1 (e) of title 17 of the United States Code, 
which reads as follows: 


The reproduction or rendition of a musical composition 
by or upon coin-operated machines shall not be deemed 
a public performance for profit unless a fee is charged for 
admission to the place where such reproduction or rendition 
occurs. 

The bill as introduced would substitute for the above-quoted 
language a new paragraph which would (1) provide affirmatively that 
the reproduction or rendition of a copyrighted musical composition 
through the medium of a coin-operated machine shall be deemed a 
public performance for profit, (2) make the operator of any such 
machine liable for any infringement of such copyright occurring 
through the use of such machine, and (3) define the term “operator” 
as used therein. 

The committee amendment would substitute a different text of the 
new paragraph which is proposed to be inserted in section 1 (e) in 
lieu of the present text of the third paragrs aph thereof. The com- 
mittee amendment differs from the provisions of the bill as intro- 
duced in that 

(1) It does not affirmatively provide that any reproduction or 
rendition of a copyrighted musical composition by means of a 
coin-operated machine shall constitute a pub lic performance for 
profit, but repeals the exemption provided by existing law and 
makes such reproduction or re nndition by such means without the 
consent of the copyright owner an infringement if such rendition 
does in fact constitute a public performance for profit; 
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(2) It specifically excludes from the provisions of the new 
paragraph the rendition of musical compositions by means of 
radio and television receiving sets; 

(3) It makes the operator of a coin-operated machine ex- 
clusively responsible for any infringements occurring through the 
use of such machine, and releases the proprietor of the establish- 
ment in which the coin-operated machine is located unless he is, 
in fact, the operator of such machine and has complete control 
over the selections placed in and played on the coin-operated 
machine. 

(4) It defines the term ‘operator’ as the individual or organ- 
ization entitled to any residual profit derived, after payment of 
all expenses and charges, from the operation of such machine, 
and treats as a charge the share of rece ipts payable to the pro- 
prietor of the place at which the machine is operated, thereby 
absolving such proprietor from liability unless he also is entitled, 
through his ownership of the machine or otherwise, to receive 
the residual profit which normally accrues to the party who owns 
or exercises dominion and control over an instrumentality 
devoted to use for profit; 

(5) It places upon the copyright owner (or his representative) 
the duty to file with the Register of Copyrights, accompanied 
by the required recording fee, every agreement executed by him 
whereby his consent is given to the re ‘ndition or reproduction of 
the copyrighted composition by means of such machines; and 

(6) To enable the Congress to obtain information with respect 
to the terms and conditions of agreements so executed which is 
necessary to permit determination of the question whether 
further regulatory legislation may be necessary, it requires the 
Register of ¢ lopyrights to transmit to the Congress annually a 
report summarizing the provisions of all such agreements so 
filed with him during the preceding calendar year. 


STATEMENT 


This proposed legislation, in one form or another, has been before 
the committee since the 83d C ongress, and both the Department of 
State and the Copyright Office of the Library of Congress have sub- 
mitted reports on S. 1870 and prior bills favoring the enactment of 
legislation to repeal the presently existing exemption with respect to 
the performance of musical compositions on coin-operated machines. 
In the 83d Congress a bill was introduced (S. 1106) having for its pur- 
pose the repeal of the now existing exemption in the law. On July 15 
and October 26, 1953, extensive hearings were held on that legislation 
but no further action was taken. 

In the 84th Congress 5. 590 was introduced to accomplish the same 
purpose, and a conference was held, under the direction of the chairman 
of the Subecommitiee on Patents, Tradem: — and Copyrights of the 
Committee on the Judiciary, to which the legislation had been referred. 
The participants in that conference consisted of the various re presenta- 
tives of the interesied parties to this matter. As a result of that 
conference, Senate Document No. 155 of the 84th Congress, 2d session, 
was published. That document was entitled ‘(A Review of the Evi- 
dence Relating to the Copyright Law as it Applies to Jukeboxes.” 
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After a review of the evidence submitted, the issues found by the 
= ‘ommittee were as follows: 
. Whether the jukebox exemption should or should not be repealed. 

(a) Would the repeal of this exemption be seriously injurious 
to manufacturers and operators of jukeboxes? 

(6) Should the payment of the manufacturing royalty which is 
passed on to the operator exempt the jukebox operator from a 
separate royalty for public performance for profit? 

(c) Should the jukebox pay royalties for public performance 
for profit if it popularizes music and creates a broader market for 
records? 

(2) Should the jukeboxes continue to be exempt from royalty 
payments for public performances for profit because part of the 
royalty money may be paid to some prosperous writers and 
publishers? 

2. If the answer to No. 1 is in the affirmative: 

(a) What would be a reasonable royalty for the jukebox 
operator to pay? 

(b) Should the statute fix a specific royalty or royalty formula, 
and what would the latter be? 

(c) If the present exemption is repealed, should there not be a 
provision in the bill exempting the owner or lessee of the place in 
which jukeboxes are operated without admission charge when 
such owner or lessee has no control over the selection and placing 
of records in the machine? 

As a result of those issues, the following conclusions were reached 
by the subcommittee: 


The Subcommittee on Patents, Trademarks, and Copy- 
rights of the Committee on the Judiciary submits this 
summary of the views presented on S. 590, relating to the 
rendition of musical compositions on coin-operated machines, 
in the hope that it may be helpful to those concerned in pro- 
moting an agreed compromise proposal for the consideration 
of the committee. 


No further action was taken by the subcommittee on S. 590 of the 
84th Congress, and no agreed compromise proposal has been submitted 
for the consideration of the subcommittee exc ept that proposal which 
appeared during the hearings on S. 1870 as the result of a resolution 
passed by the National Licensed Beverage Association. This proposal 
will be discussed in a later portion of this report. 

The instant bill, S. 1870, was introduced in the 1st session of the 
84th Congress, and extensive hearings were held on this legislation 
commencing on April 23 and concluding on April 25, 1958. At the 
hearings, both sides were fully represented and the views of the pro- 
ponents and the opponents of this legislation were presented both 
by oral testimony and in written statements. In addition thereto, 
the interested Government departments and agencies, being the 
Copyright Office of the Library of Congress; the Department of 
Justice, and the Department of State, submitted statements relative 
to their views on the matter. A copy of these reports are attached 
hereto and made a part hereof. 

The portion of the presently existing statute now under considera- 
tion, being the last paragraph of section 1 (e) of title 17 of the United 
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States Code is quoted in the purpose of the bill, as amended, and for 
clarity is again set forth— 


The reproduction or rendition of a musical composition by 
or upon coin-operated machines shall not be deemed a public 
performance for profit unless a fee is charged for admission to 
the place where such reproduction or rendition occurs. 


It is apparent that under the language of this paragraph of section 
1 (e) the operation of coin-operated machines, familiarly known as 
jukeboxes, is exempt from the payment of any royalty to the copy- 
right owner of the musical compositions used on such machines. The 
purpose of this legislation is to provide that such exemption shall no 
longer exist in favor of the operators of such coin-operated machines. 
The exemption referred to became a part of the original copyright law 
in 1909, long before the j jukebox attained anything like its present use, 
and has remained existing law since that time. 

Section 1 of title 17, United States Code, sets forth the exclusive 
rights whic h are granted to copyright owners. Section 1 (e) provides 
that copyright owners shall have the exclusive right, among others, 
“to perform the copyrighted work publicly for profit if it be a musical 
composition.” The paragraph which is the subject matter of this 
legislation, as stated before, provides an exemption from the above- 
quoted language in favor of coin-operated machines, and to the dis- 
advantage of the copyright owners. 


PROPONENTS’ ARGUMENTS 


At the hearings on S. 1870 and as previously testified to on other 
similar legislation, the proponents set forth the following as their 
reasons why such repeal should be approved: 

That in general the right of the ¢ opyright owner to receive remunera- 
tion for the public performance of his music for profit has been a 
statutory provision since 1897; that coin-operated machines operated 
publicly in a place to which no admittance fee is charged enjoy the 
only exemption from this right; that all other musical renditions 
played in a public place for profit are subject to royalty fees; that at 
the time this exemption was enacted in 1909 the copyright owners’ 
remuneration for public performance was a relatively minor source of 
income, the sale of sheet music being his primary source in that 
regard; that tods ay the income from the right of public pe formance is 
the most valuable right which a copyright owner possesses ; that based 
on principle, there appears to be no basis for the coin-operated ma- 
chine’s exemption from an obligation to pay roy: alty fees, for the reason 
that all the machine does is to purvey to the public the music of the 
writer for profit to the operator thereof; that the 1909 act granted to 
the writer for the first time the right to collect royalties on recordings, 
and that this is evidenced by the law whereby the record manufac- 
turers pay a royalty on the copyright proprietor. The proponents 
further point out that by statute this has been fixed at a specific 2 
cents per recording royalty upon manufacturers of the record, and that 
this frees the device from further contribution to the copyright owner 
except in the case of a public performance for profit; that payment of 
this mechanical royalty is exclusive of royalty obligations as to public 
performances for profit, and that broadcasters and other users of 
records pay when they perform publicly for profit. 
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In regard to phonograph records, as soon as the work has been pub- 
lished the statute permits anyone, without permission of the copyright 
owner, to record the work by paying the royalty. The proponents 
contend that the copyright proprietor does not have any bargaining 
power as to the mechanical fee, and that this is perhaps one reason why 
the act specifically says that the mechanical fee shall not cover public 
performances for profit. 

Vhen the original exemption was passed, the House committee 
report (H. Rept. 2222, 60th Cong., 2d sess.) stated: 


The exception regarding the public performance of 
musical composition upon coin-operated machines in a place 
where an admission fee is not charged is understood to be 
satisfactory to the composers and proprietors of musical 
copyrights. A representative of one of the largest musical 
publishing houses in the country stated that the publisher 
finds the so-called penny parlor of first assistance as an 
advertising medium. 


According to the arguments of the proponents, the penny parlors as 
known in 1909 no longer exist. On the contrary, sake ‘boxes no longer 
are an adequate and successful advertising medium and, in fact, may 
shorten the life of compositions by the excessive and continuous 
playing thereof. It is further contended that whatever legal or 
economic justification with reference to such specific exemption which 
may have existed in 1909 has long since disappeared, leaving this 
exemption provision an anomaly in the law. The various hearings 
and statements, according to the proponents of the legislation, have 
shown that the method of oper: ation of jukeboxes has drastically 
changed since the enactment of the exemption; that the machines are 
now much more complicated, are truly a public performance for 
profit, and have grown to be an industry of tremendous magnitude. 
In addition, it is stated that in earlier days the materials used in the 
manufacture of records was such that after 50 to 70 plays, the record 
became no longer of any use, but that with modern material now 
used, records can be played for a much longer and practically indefi- 
nite time, so that under the advances of science, comparatively 
speaking, the returns from the mechanical royalty as provided by 
the statute has decreased. 

The proponents of this legislation further contend that as a result 
of the present law, when a restaurant or tavern supplies music for its 
patrons, not on a coin-operated machine but through the use of a 
commercial service providing music by means of wire, tape recordings, 
pipe music, or a non-coin- -oper: ited jukebox, the operator of the music 
service, a the law, is obligated to pay the performance-right 
royalty fees. Yet, if the patron deposits coins in the jukebox played 
in the same public estal blah nent, no royalty fees are payable. It is 
stated that a jukebox rendition may be a finer performance than a 
live orchestra can give, and that this was not true of the coin-operated 
machines of 1909. 

The proponents further contend that the music upon which the 
operator of a coin-operated machine derives his profit is as an integral 
a part of the operation as the machine itself, and without the record 
there could not be a rendition. It is their view that since this is a 
public performance for profit, the copyright owner of compositions so 
used should be given his fair share of such profits as the law requires 
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to be done in all cases other than the operation of coin-operated 
machines. 

Testifying in favor of S. 1870 were the following: American Society 
of C omposers, Authors and Publishers: Songwrite rs! Protective Asso- 
ciation: Broadcast Music, Inc., and SESAC (Selected Editions of 
Standard American Catalog). 

Among others who have indicated support of the repeal of the 
exemption are the American Bar Association: the American Patent 
law Association: the Association of the Bar of the City of New York: 
the General Federation of Women’s Clubs, and the National Federa- 
tion of Music Clubs. 


OPPONENTS’ ARGUMENTS 


In reply to the views of the proponents which have been stated 
above, the opponents set forth that the exemption in favor of coin- 
operated music machines contained in section 1 (e) of the Copyright 
Act is still serving its intended purpose to aid small-business men, 
and in this connection aver that the operation of a coin-operated 
machine as it now exists is the industry of small-business men; that 
many of the persons engaged in the business of coin- -operated machines 
do so on a very marginal income and that to require them to pay 
royalty fees would be to seriously endanger the existence of the 
mi arginal operators, that Congress, after long deliberation and with 
full | nowledg: » and awareness of the existence of the coin-operated 
music machine industry and in anticipation of its future growth, 
enacted this specific exemption. The opponents further state that 
the exemption has functioned very well and has encouraged music 
operators to expand and to flourish; that coin-operated music machines 
gained widespread popularity in_ the late 1930’s and have grown up 
largely on the basis of this fundamental provision of the copyright 
law; that thousands of small-business men have invested millions of 
dollars in reliance on this exemption in the copyright law; that this 
investment would be confiscated and the fadusiey destroyed should 
the exemption be repealed. The opponents further contend that the 
enactment of S. 1870 would give the performance-rights societies a 
new right which has never heretofore existed and which was specifically 
and affirmatively denied to them by the exemption contained in section 
1 (e). 

It is further contended that even though the purpose of the legisla- 
tion is to provide royalty payments to the authors and composers 
of musical compositions, such would not be the case, but the benefits 
would go to the large music composers, authors, and publishers 
associations, such as ASCAP, BMI, and similar performance-rights 
societies; that, therefore, the small-business man, in this instance 
coin-operated music-machine operators, should continue to be pro- 
tected and should not be forced to pay any indeterminate number of 
copyright royalties which would result from the enactment of S. 1870 
in order to conduct their business. 

The opponents further contend that ASCAP would receive through 
the enac tment of this legislation the power to distribute as it sees fit 
the millions of dollars extracted from the jukebox operators; that cer- 
tain few members of ASCAP received very substantial performance- 
right fees through ASCAP, and that to require the jukebox industry 
to pay performance-right fees would only tend to increase these 
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already substantial fees to certain few at the expense of many; that 
it means a few giant music publishing firms and a few songwriters 
would reap the great bulk of the revenues to come from jukebox 
operators; that big music publishers dominate and maintain control 
of ASCAP’s writers and composers who are powerless to obtain their 
just rewards; that S. 1870 for these reasons is unwise and improper 
legislation. 

It is further contended that there is already paid by the manufac- 
turer directly to the authors, composers, and publis shers a 2-percent 
royalty fee for the m: anufac ‘ture of each recorded piece of music; that 
this 2-percent royalty fee is fixed by the 1909 copyright law for the 
mechanical reproduction of records; that 20 percent of the records so 
sold are bought by the jukebox industry, and that this 20 percent 
represents an income to the authors and composers of $2 million per 
year and, therefore, there should not be a separate charge for the 
public performance. 

A further contention is that if this exemption is removed, the addi- 
tional royalty fee for public performance for profit would cause a 
decline in the jukebox industry which would cause the composer to 
suffer directly in proportion to ‘the shrinkage of the jukebox industry 
as to the recording royalty payments paid by the manufacturers of 
Tre cords. 

It is averred by the opponents to this legislation that the jukebox 
stimulates and popular ‘izes songs; that this indirectly benefits the 
author through the resulting additional roya ilties which inure to him 
by reason of increased sales of orchestral sheet music and phonograph 
records. It is further contended that this was an important consid- 
eration in the passage of section 1 (e) in its present form in 1908, as 
indicated by the committee report accompanying the act. 

The opponents also contend that general repeal provisions are 
inadequate for the reason that the proposed legislation does not set out 
a specific royalty rate; that this is nevessary, as & composer association 
would ask exorbitant royalty rates; that there remains a tremendous 
administrative burden of making these royalty dete nige entar with 
each of the various composer groups who may charge different rates; 
that the rates are based on the performance-rights societies portfolio 
of music, plus other intangible measurements, and thus different users 
with similar operations would be required to pay different royalty 
rates; that if it should be resolved that there should be additional 
royalties accruing to composers and authors on musical compositions, 
the payment should be made through an amendment to the mechanical 
royalty, which would increase the payments now being paid under the 
statute, and that if need be, records should be spe ‘ifically labeled for 
the jukebox industry with an increased manufacturing royalty over 
those sold for general public consumption. 

The American Hotel Association, in presenting its evidence, dealt 
primarily with the operation of television and radio by means of 


coin-operated machines, and set forth that a repeal of the exemption 
would n an print to its industry, for the following reasons: 
That there is a performance-right royalty paid at the point 


of cee and that the receiving set is only a continuance of 
that broadcast. 

That as regards radio and television, and particularly tele- 
vision, a person inserting a coin in a coin-operated machine does 
so primarily for a picture or a play, and that the music therein 
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is incidental to the main attraction and purpose of the reception, 
and that, therefore, a royalty should not have to be paid under 
this situation for incidental matters, as opposed to the real pur- 
pose for which the coin was inserted, and 

That the operation of a radio or television set in a room in a 
hotel, as opposed to an open room or lobby, is, in fact, a private 
performance and, therefore, should not be subject to the payment 
of any royalty therefor. 

Testifying in opposition to S. 1870 were the following: Music 
Operators of Americ a, Inc.; National Licensed Beverage Association; 
American Hotel Association, and Automatic Phonograph Man- 
ufacturers. 

AGENCY REPORTS 


The following agencies and departments submitted reports in regard 
to the subject matter of this legislation: The Library of Congress; the 
Department of State, and the Department of Justice. The Library 
of Congress in its report reaffirms the position taken by it in its 
report on 5S. 590 of the 84th Congress, and this position was again 
reaffirmed by Mr. Fisher, the Register of Copyrights, at the hearings 
on S. 1870. The report of the Library of Congress indicates that 
the present status of the exemption is an anomaly in the law and 
should be repealed. As heretofore stated, this report is being made 
a part hereof, in order that the views therein expressed may be 
fully understood. 

The Department of State in its — indicates that while the 
legislation is of a domestic nature, it does have an international 
effect. That Department states that the change in the copyright law 
proposed in the bill would serve to remove an inequity in our law 
which has been a source of irritation in our international copyright 
relations. The provision of our present law exempting the rendition 
of musical compositions on coin-operated machines from the payment 
of royalty fees deprives the copyright owner of an important source 
of remuneration, and there are indications that the exemption con- 
tinues to receive the criticism of circles of author groups in foreign 
countries. This is true because at present American composers do 
receive a royalty in foreign countries for the use of their copyrighted 
compositions by means of coin- -operated machines but foreign com- 
posers do not receive like treatment for the use of their compositions 
played on jukeboxes in the United States. 

The Department of Justice in its report on the bill states that 
whether the bill should be enacted involves a question of policy con- 
cerning which that Department prefers to make no recommendation. 
In regard to paragraph IX of the consent judgment under which the 
American Society of Composers, Authors & Publishers operates, the 
Department of Justice states that if this type of legislation should be 
enacted, owners of coin-operated machines would appear to be entitled 
to the benefits provided by paragraph LX of the consent judgment in 
the ASCAP case. This particular paragraph provides that if ASCAP 
and any applicant are unable to agree upon a reasonable royalty, 
then the court shall determine what would constitute a reasonable fee 
under the license requested. It thus protects the user of copyrighted 
music from excessive charges by the American Society of Composers, 


Authors & Publishers 


S. Rept. 2414, 85-2 





2 








10 MUSICAL COMPOSITIONS ON COIN-OPERATED MACHINES 


COMMITTEE CONSIDERATION 


As has been noted, statements were received by the committee 
which tend to support the arguments both of the proponents and 
opponents of this legislation. ‘The testimony and statements filed by 
the individuals and organizations appe aring all seem to bear upon the 
issues as set forth previously in this report and as found in the con- 
ference which resulted in the issuance of Senate Document 155 of the 
84th Congress. That document stated as issue No. 1 as follows: 


Whether the jukebox exemption should or should not 
be repealed. 


Paragraph (a) of item 1 thereof is as follows: 


(a) Would the repeal of this exemption be seriously in- 
jurious to manufacturers and operators of jukeboxes? 


The hearings disclose that the answer to this question is in the nega- 
tive. The hearings indicate that in regard to manufacturers there are 
in the United States at the present time about 500,000 coin-operated 
machines playing recorded music, and that new models of such ma- 
chines come out approximately every 2 years. The hearings reveal 
that the cost of such machines range up to $1,300. In this regard, 
the operators of these machines have stated that the purchase price 
rises continuously, and give this as another reason why they are not 
able to stand any further overhead in regard to jukebox operations. 
However, the business of the manufacturers does not seem to have 
been affected in any way, as it appears the jukebox industry is a 
growing business and has been able to absorb the increased price of 
the machine itself. The operators of jukeboxes have expressed the 
fear that additional costs to their operations in the way of royalties 
would seriously impair, if not destroy, the business. The committee 
does not believe this to be a basically sound argument, in the light of 
all of the testimony, as will appear further in this report. 

Paragraph (6) of the basic issues set forth in Senate Document 155 
of the 84th Congress states: 


(6) Should the payment of the manufacturing royalty 
which is passed on to the operator exempt the jukebox 
operator from a separate royalty for public performance for 
profit? 

After a review of all the evidence, the committee finds that this 
question should be answered in the negative. All of the hearings on 
this subject indicate that the theory of the copyright law has two 
features: (1) A royalty to be paid to authors and composers upon 
record manufacture of the compositions which frees it to all for that 
purpose upon payment of the 2-cent royalty now established by law, 
and (2) in all other fields aside from the jukebox industry the law 
provides for a royalty payment for a public performance for profit for 
the composer’s w orks. ‘This is true of all users of the author’s com- 
position, even in the case of nondramatic literary works, and the 
committee believes that as a legal matter to exempt the jukebox in- 
dustry from the same responsibilities and liabilities to which other 
users are subject is discriminatory, constitutes a special privilege and 
does not have a good or salutary effect. The committee believes that 
any person or organization using the compositions of another in re- 
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spect to a public performance for profit should be required to pay his 
fair share for such use. 

Paragraph (c) of Senate Document 155 of the 84th Congress is as 
follows: 


(c) Should the jukebox pay royalties for public perform- 
ance for profit if it popularizes music and creates a broader 
market for records? 


The evidence indicates that while there is some testimony to the 
effect that in certain instances the jukebox does popularize music, 
that on the whole this is a very minor gain to the composers and 
authors in the overall picture and that as a matter of fact diskjockeys, 
television and radio programs are the biggest mediums for the popular- 
izing of musical compositions. The committee does not believe that 
the jukebox industry as such popularizes the untried music of a com- 
poser to the extent that such popularization should counteract and 
discharge the jukebox owner from any requirement to pay the author 
and composer a fair return for the use of his composition. 

Paragraph (d) of Senate Document 155, 84th Congress, states as 
follows: 


(d) Should the jukeboxes continue to be exempt from 
royalty payments for public performances for profit because 
part of the royalty money may be paid to some prosperous 
writers and publishers? 


In this regard the committee is aware that there are complaints as 
to the distribution of moneys received by performance-rights societies 
among their membership and it may be true that this is a matter which 
should be explored with the view to correcting any possible abuses or 
inequities therein. Asa matter of fact, there have been hearings before 
other committees of the Congress directed toward this situation. 
However, the committee believes that this is an internal matter as 
regards the societies and is only ancillary to the question whether or 
not royalties should be paid to authors and composers in the first 
instance. Obviously the question must be decided as to whether or 
not royalties should be paid before a fair system can be consummated 
for the distribution of such royalties. In the case of ASCAP, there is 
existing a consent decree which, in the opinion of the committee, pro- 
vides the tools and the method by which the Department of Justice 
has authority to see that the individual composers of that society are 
dealt with fairly in the matter of receiving fees to which they may be 
entitled. The committee, on the whole, does not agree that this con- 
tention is a valid reason for not requiring the operators of jukeboxes 
to pay their fair share to the authors and composers of the music 
played on coin-operated machines. 

The committee, therefore, believes that issue No. 1 of Senate Docu- 
ment 155 of the 84th Congress should be answered in the affirmative. 
The committee is of the opinion in regard to the overall situation that 
jukebox operators should pay their fair share to the composers and 
authors of copyrighted music, as do other users of the same music. 

Item 2 of Senate Document 155 is as follows 


If the answer to No. 1 is in the affirmative: 
(a) What would be a reasonable royalty for the jukebox 
operator to pay? 
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In this connection, the committee received in the hearings a resolu- 
tion passed by the National Licensed Beverage Association which 
indicated that while they were not in favor of the legislation that if 
such legislation was deemed advisable, the following rates were sug- 
gested: The sum of $25 per annum for a coin- operated machine de- 
signed to play 200 compositions; $20 per year per machine designed to 
play 1 100 to 200 musical compositions, and $15 per year per coin- 
operated machine designed to play 50 to 100 musical compositions. 

Upon the basis of available information, the following table shows 
the sizes of jukeboxes on location: 








Estimated Performance royalties 
number of cae EAD ah 
Number of selections per jukebox jukeboxes 
on location | Annual per | Average per 
box | box per day 
| Cents 
i cancel 120, 000 | $15.00 | 4.1 
te ee nas Miguecats 290,000 | 20. 00 5.5 
Pt Dkk chsaccciuudcuse h>ebceryaaeds anak eewshondsoueyeuens t | 90, 000 | 25. 00 | 6.8 
, ikhek Seka cena suae de nanceenk he beweae 500, 000. 19. 70 5.4 





Nore.—This information was supplied by the Faas right Office of the Library of Congress, based upon 
material appearing in the Billboard, May 20, 1957, pp. 50-72. 


From the foregoing, it would appear that the highest royalty pay- 
ment would be 6.8 cents per day on jukeboxes carrying as many as 
200 selections. This would mean that in any given 24-hour period, 
1 play on a dime machine would slightly more than pay the royalty. 
The same would be true of a nickel played in a jukebox carrying not 
more than 50 selections. On a jukebox playing 50 to 100 selections, 
slightly more than 1 play on a nickel machine over a 24-hour period 
would pay the royalty, and if a dime were played, slightly more than 
one-half of 1 play would pay the royalty suggested by the Licensed 
Beverage Association. Again, in regard to the 200-selection machine, 
148 play on a nickel machine would pay the composers’ and authors’ 
royalty for a given 24-hour period. In regard to this proposal, in a 
letter to the chairman of the subcommittee conducting the hearings 
on this legislation, the General Attorney for ASC AP, Mr. Herman 
Finkelstein, stated that the organization he represents was willing 
to accept its reasonable share of royalties on jukeboxes within the 
range suggested by the National Licensed Beverage Association. 

The committee is of the belief that this royalty scale is workable 
and represents a reasonable and fair framework within which negotia- 
tions could be had between the authors and composers and their 
representatives and the jukebox industry and its representatives, with 
a view to a just and equitable solution to the problem here presented. 
The committee wishes it to be known that in this type of matter the 
American way of doing business is through the bargaining of the 
parties interested in the product to be sold or the product to be used, 
and believes that negotiation should be the solution to the problem 
dealt with in this legislation. The committee is not desirous of 
interfering with the right of parties to bargain with one another. 
In this case, however, it appears that the jukebox industry believes 
that an undue hardship would be imposed upon it if there is not some 
restriction placed upon organizations which might, in their view, 
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charge unconscionable rates and thus force them out of the business 
of operating coin-operated machines in the musical field. While 
the committee does not share this apprehension, it does desire to 
make its views known in the following manner: That the proposal 
as presented by the National Lic ‘ensed Beve rage Association is a 
fair and reasonable approach as a maximum payment to be required 
of any operator to the authors and composers of the music such 
operator may use. As noted before, contention has been made that 
the operator would be subjected to the payment of a $25 fee to one 
performance-rights society and another $25 fee to each and every 
other society now in the field of representing composers and authors. 
The committee desires it to be understood that in the use of this 
formula the $25, $20, or the $15 fee, as the case might be, is the maxi- 
mum fee for any jukebox and should be an overall fee, irrespective 
of the source of the music employed. The committee is of the view 
that in the event the framework herein set forth is exceeded, or that 
one or more representatives of composers, authors and publishers 
should charge or insist upon a full fee to them alone, to the exclusion 
of other songwriters and their representatives whose music is used, 
the Congress should review the matter and take such steps as may be 
deemed necessary to alleviate any abuses. 

Paragraph (5) under issue No. 2 of Senate Report 155, 84th 
Congress, states as follows: 


(b) Should the statute fix a specific royalty or royalty 
formula, and what would the latter be? 


This matter has been discussed in relation to paragraph (a) of the 
above-mentioned issue, but it should be stated that the committee 
believes the setting forth of specific payments in a statute of this nature 
is not desirable, if there be any other reasonable solution. The com- 
mittee reiterates its belief in the American system of bargaining as 
a means of resolving the problems that appear in the general business 
world. It seems to be true that other users of the compositions which 
are the subject matter of this legislation have arranged to be provided 
with those compositions through negotiation. The committee 
perceives no reason why this could not or should not be done in the 
case of the jukebox industry. The committee has heretofore set 
forth what it believes to be an equitable and fair framework in the 
circumstances now existing within which the interested parties could 
and are urged to negotiate. The committee believes that this formula 
will be followed and that it is not necessary to place within the statute 
itself a formula or rate schedule which would direct specific payments. 
As a matter of fact, the committee believes that in many instances, 
depending upon the local situation and the individual involved, that 
something considerably less than the maximums set forth above 
should and would be the eventual rate upon which the interested 
parties would agree. 

Paragraph (c) under issue No. 2 of Senate Document 155 states as 
follows: 


(c) If the present exemption is repealed, should there not 
be a provision in the bill exempting the owner or lessee of 
the place in which jukeboxes are operated without admission 
charge when such owner or lessee has no control over the 
selection and placing of records in the machine? 
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The committee is of the opinion that this is a fair and equitable 
proposition, and believes that the proprietor of the place in which 
the coin-operated machine is placed should be exempt from the effects 
of this legislation and that he should not be subject to an infringe- 
ment for music unlawfully played therein, over which he has no 
control. If, however, the owner or proprietor of the place of busi- 
ness in which the jukebox is operated owns such box and has complete 
control over the selections that are placed therein, he should, of course, 
be subject to the law the same as any other other user of musical com- 
positions in a public performance for profit. The committee believes 
that the operator of jukeboxes who is the person or organization plac- 
ing the jukebox in a given location, providing the selections that are 
plac ed therein and in general controlling the box and its operation, 
as distinguished from the customer or location owner, should be the 
person upon whom the responsibility for the pay ment of royalties 
hereunder should be placed. For these reasons, the committee has 
amended the legislation to accomplish this result. 

In regard to the contentions of the American Hotel Association, 
which refer to the playing of television and radio sets by means of 
a coin-operated machine, the committee is of the belief that the 
rendition of compositions on such machines within the individual 
rooms of a hotel, motel, or similar establishment which a patron 
rents for his own exclusive use, is not a public performance for profit 
but that such facilities are simply for the convenience of the guest. 
In these instances, the committee feels that such rendition on a tele- 
vision or radio set should not be subject to a royalty as a public 
performance for profit. However, when the compositions are played 
on coin-operated machines in a public room of any of these establish- 
ments, such as a lobby, thei the committee believes that the rendition 
should be treated in the same manner as other users for profit. It 
will be noted, however, that under this legislation radio and television 
insofar as a coin-operation is concerned, are treated in the same 
manner as are general users where no coin-operation is used and are 
excepted from the provisions of this legislation as they apply to the 
jukebox industry. 

In addition to the foregoing, and in relation to the royalties to be 
charged by copyright owners or their representatives, the committee 
has amended the bill so as to provide that the copyright owner or his 
representative shall, upon the execution thereof, deposit with the 
Copyright Office of the Library of Congress a copy of any and all 
licensing agreements entered into by such copyright owner and oper- 
ators of coin-operated machines. This amendment is to provide that 
there shall be available in one place information as to what has been 
the result of the negotiations between the parties hereto and to deter- 
mine whether or not the framework which has been recommended by 
the committee has been adhered to. The Register of Copyrights of 
the Library of Congress is directed by this amendment to furnish to 
the Congress at stated times in each Congress a summary of the licens- 
ing agreements so entered into, in order that the Congress may be 
advised of the progress thereof and so that it may determine whether 
any additional or further legislation is necessary in the premises. 

The committee in its consideration of the bill discussed and recom- 
mended additional amendments designed to make clear certain doubts 
that arose in connection therewith. In order that there shall be no 
possibility of any retroactive claim by any composer or author, or 
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his licensee or assignee, the committee has inserted a provision that 
no license or agreement which is filed under this act may contain a 
provision which shall in any way require a royalty to be paid for the 
use of any musical composition on any coin- -operated machine for 
any time prior to the effective date of this act. 

The committee further noted that performance-rights societies have 
been the subject of consent decrees, as in the case of ‘ASCAP. In order 
to guard against any possibility that this legislation would in any 
way interfere with any consent decree or proceedings that may exist, 
the committee has approved a provision which provides that nothing 
contained in the amendments to this act shall alter or impair the 
enforcement by the Attorney General of any provision of law or any 
judgment or decree heretofore entered by any court under any provi- 
sion of law. 

The committee, in the consideration of this matter, believed that 
the manufacturing royalty fee as set forth in existing law of 2 cents on 
each such part manufactured is not realistic in regard to the operation 
of coin-operated machines for profit. A provision, therefore, is in- 
cluded raising the royalty of 2 cents on each such.part manufactured 
to 4 cents on each such part manufactured. Insofar as the general 
purchase of records for public consumption is concerned, the royalty 
required remains at the 2-cent figure now in existing law. 

The committee is of the belief that the proposed legislation as set 
forth herein and to which this report refers is a fair, reasonable and 
proper solution to this problem. It is believed that the enactment 
of this legislation will secure to songwriters and composers a fair share 
of the profit for public performances to which they are rightfully 
entitled, and will protect the users of such copyrighted recordings of 
musical compositions from the fears they may have in regard to over- 
charges or overpayments at the hands of the individual copyright 
owners or societies which may represent them. 

In view of all of the foregoing, the committee recommends that the 
bill, S. 1870, as amended, be favorably considered. 

Attached hereto and made a part hereof are reports from the 
Department of Justice, the Department of State, and the Library of 
Congress on the instant bill, as well as on S. 590 of the 84th Congress. 


LIBRARY OF CONGRESS, 
Washington, D. C., May 8, 1957. 
Hon. James O. EAstLanp, 
Senate Office Building, Washington, D. C. 

Dear Senator Eastianp: This is in response to your request of 
April 18, 1957, for my comments on S. 1870, a bill to amend section 
1 (e) of title 17, U nited States Code, with regard to the rendition of 
musical compositions on coin-operated machines. 

This bill, similar in its principal objective to a number of bills 
introduced in past years, would have the effect of requiring the pay- 
ment of royalties to the copyright owners of musical compositions 
that are played by means of the jukeboxes, and thereby place such 
performances in the same position as other uses of copyrighted musical 
compositions. ‘This result is accomplished by replacing the present 
language of section 1 (e) which provides that a performance by means 








16 MUSICAL COMPOSITIONS ON COIN-OPERATED MACHINES 


of a phonograph record played in a coin-operated jukebox is not 
generally “deemed a public performance for profit”? with new language 
which provides that such rendition “shall be deemed a public per- 
formance for profit.’”’ The bill also provides certain tests regarding 
liability for infringement by defining who is the “operator” of these 
machines. 

The Library of Congress and the’Copyright” Office”have long been 
on record in favor of the ead of the so-called jukebox exemption 
in section 1 (e) of the copyright law. The reasons for favoring the 
elimination of such an exemption were set forth in detail in my letter 
of March 30, 1955, to the late Senator Kilgore, with regard to S. 590, 
which letter is reproduced in Senate Document 155, 84th Congress, 
2d session, issued by your Subcommittee on Patents, Trademarks, and 
Copyrights under date of November 30, 1956. My remarks in that 
connection may be considered applicable in pertinent part to the 
present bill. 

Sincerely yours, 
L. Quincy Mumrorp, 
: Librarian of Congress. 


DEPARTMENT OF STATE, 
Washington, May 10, 1957. 
JAMES Q. EASTLAND, 
Chairman, Committee on the Judiciary, 
United States Senate. 

Dear Senator Eastitanp: Reference is made to your letter of 
April 18, 1957 requesting the Department’s comments on 8. 1870, to 
amend section 1 (e) of title 17 of the United States Code with regard 
to the rendition of musical compositions on coin-operated machines, 
and to the Department’s interim reply of April 22, 1957. 

The De partment, by letter dated January 4, 1956, commented upon 
S. 590, 84th C ongress, ist session, a bill dealing with the same subject. 
The Department’s views on S. 1870 are basically the same as those 
expressed with respect to S. 590. The principal effect of S. 1870, as 
was the case with S. 590, is domestic in character, and to this extent 
it is not of direct concern to the Department. However, the provision 
in our present law exempting the rendition of musical compositions in 
coin-operated machines from the payment of royalty fees deprives 
the copyright owner of an important source of remuneration. The 
change in the copyright law proposed by S. 1870 would thereby remove 
an inequity in our law which can be a source of irritation in our 
international copyright relations. 

The Universal Copyright Convention, ratified by the United States 
on December 5, 1954, has been adhered to by 26 governments and 
forms a major basis of our copyright relations with other countries. 
Although the Universal Copyright Convention does not place a 
specific obligation upon the United States with respect to the per- 
formance of music on coin-operated machines, the amendment of our 
law proposed in S. 1870 represents a move in the direction of more 
adequate and effective protection of the rights of authors as contem- 
plated by the Convention, and would tend to strengthen the inter- 
national copyright relations of the United States. 
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The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 
Sincerely yours, 
Rosert C. Hi, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF JUSTICE, 
Washington, D. C., July 9, 1987. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 1870) to amend 
section 1 (e) of title 17 of the United States Code with regard to the 
rendition of musical compositions on coin-operated machines. 

Section 1 of title 17, United States Code, grants a monopoly to a 
copyright owner of a musical composition. This right is qualified, 
however, in the case of phonograph records. If the copyright pro- 
prietor or licensee records the work, the copyrighted music is available 
to anyone who desires to make a mechanical reproduction thereof. 
All persons who pay the specified royalties may make similar use of 
the work. This applies only to the making of records, however, and 
does not apply to their performance. The copyright owner has the 
exclusive statutory right to perform musical compositions in public 
for profit. The last paragraph of subsection (e) of section 1 contains 
an exemption, however, in the case of coin-operated machines and 
provides that reproduction on such machines shall not be deemed to 
be a public performance for profit unless a fee is charged for admission 
to the place where such reproduction occurs. The bill would amend 
the last paragraph of subsection (e) by eliminating the present exemp- 
tion and providing that the reproduction or rendition of a copyrighted 
musical composition by or upon a coin-operated machine shall be 
deemed to be a public pies e for profit, and the operator of any 
such machine shall be liable for any infringement : such musical 
composition occurring through the use of such machin 

Whether the bill should be enacted involves a indent ion of policy 
concerning which this Department prefers to make no recommenda- 
tion. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wii11am P. Rogers, 
Deputy Attorney General. 


Toe Liprary oF CoNnGRrEss, 
Washington, D. C., March 380, 19565. 
Hon. Hartey M. Kincore, 
Chairman, Senate Committee on the Judiciary, 
Senate Office Building, Washington, D. C. 
Dear Senator Kitgore: This is in response to your request of 
March 10, for a report on S. 590, a bill relating to the rendition of 
musical compositions on coin-operated machines. 
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Section 1 of title 17, United States Code, which specifies the rights 
granted to copyright owners, provides in section 1 (e) that copyright 
owners shall have the exclusive right, among others, ‘‘to perform 
the copyrighted work publicly for profit if it be a musical composition.”’ 
The last paragraph of section 1 (e) now makes the following special 
exemption: 

“The reproduction or rendition of a musical composition by or upon 
coin-operated machines shall not be deemed a public performance for 
profit unless a fee is charged for admission to the place where such 
reproduction or rendition occurs.” 

The effect of this provision is to exempt the operators of coin- 
operated music machines (commonly referred to as jukeboxes) from 
the payment of royalty fees otherwise due to copyright owners for 
the public performance of music for profit. The bill, S. 590, would 
remove this special exemption by striking out the quoted last para- 
graph of section 1 (e). 

This exemption of renditions of music on coin-operated machines 
is an obsolete vestige of the Copyright Act of 1909. With develop- 
ments of more recent years, this exemption has become an illogical 
anomaly for several reasons: 

1. When this exemption was writts n into the law in 1909, coin- 
ope rated music machines were relative ly few and of no great commer- 
cial j importance. The jukebox industry of today has deve lope d since 
1934 and is now a business of major magnitude. Several thousand 
operators (estimates range from 6,000 to 10,000) own and operate 
several hundred thousand jukeboxes (estimates range from 100,000 
to 550,000), placed in restaurants, roadhouses, taverns, bars, hotels, 
and similar establishments, under an arrange ment for a division of 
the receipts between the owner-operator and the proprietor of the 
establishment. The gross revenue from the operation of jukeboxes 
now runs into several hundred million dollars a year. But the com- 
posers and authors, whose musical creations are the basis of this 
whole enterprise, are excluded by the statutory exemption from re- 
ceiving any remuneration for the commercial performance of their 
music in jukeboxes. 

Whatever the situation may have been in 1909 with respect to 
renditions on the coin-operated machines of that day and the manner 
in which they were then used, it can hardly be doubted that renditions 
on the juke ‘boxes of tod: Ly are, in actual fact, public performances for 
profit. The ownership and operation of jukeboxes has become a 
ne ‘ss enter prise in itse lf. 

The author’s rig] it in respect of public performance of his music 
Sie woh was a relatively minor source of revenue to him in 1909. It 
has now become his principal source of remuneration for his musical 
creations. 

4. Coin-operated machines are the only means of performing 
music publicly for profit that are exempted from the obligation to pay 
royalty fees for such performances. The right of the copyright owner 
to receive remuneration for public performances of his music for 
profit has been provided for in our law since 1897, and has been sus- 
tained in many court decisions. This right exists with respect to all 
public performances for profit, whether rendered by live musicians or 
by recordings, in music halls, dance halls, theaters, hotels, restaurants, 
or any other public places, or in radio or television broadcasts, with 
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the unique exception of performances (though actually public and for 
profit) on coin-operated machines. 

It is a strange result of the present law that if a restaurant or 
tavern supplies music for its patrons without charge to them (as 
many such establishments do through the use of a commercial service 
providing music by means of wires or tape recordings), the operator 
of the music service is obligated to pay royalty fees; but if the patrons 
pay for the music by dropping coins in a jukebox, which the owner- 
operator has placed in the establishment for the purpose of deriving 
a profit, no royalty fees are payable. On principle, there appears to 
be no present reason for exempting public performances of music on 
jukeboxes from the obligation to pay royalty fees to the composers 
and authors of the music so exploited for commercial gain. 

5. The copyright laws of other countries, like ours, give composers 
and authors the right to receive royalty fees tor the public perform- 
ance of their music for profit; but in no other country, so far as we 
are aware, is there any exemption comparable to that in our law with 
respect to performance on jukeboxes. Author groups in other 
countries, particularly in Latin America, have in the past complained 
that this jukebox exemption is a form of legalized piracy of their 
works. 

The purpose of the copyright law, in the words of article I, section 8, 
of the Constitution, is “to promote the progress of science and useful 
arts, by securing for limited times to authors * * * the exclusive 
right to * * * their writings.’”’ To carry out this purpose of stimu- 
lating authorship for the ultimate benefit of the public, the copyright 
law grants to authors certain exclusive rights which enable them. to 
derive remuneration from the commercial exploitation of their works. 
One of the rights so granted to the authors of music, and the one most 
important to them today, is the right to perform their works publicly 
for profit. All commercial users of music, with the unique exception 
of jukebox operators, are now required to pay royalties to the copy- 
right owners for public performances of music for profit. It seems 
inequitable to permit a special group of major commercial importance 
to exploit the works of the authors for their own profit without paying 
some remuneration to the authors for the use of their property. 

We have made a thorough review of the legislative proceedings on 
the act of 1909 to determine the basis for the exception in section 1 (e) 
regarding renditions on coin-operated ms ae In the proceedings 
on the provisions that became section 1 (e), the major issue was the 
right of the author, granted for the first time in the 1909 act, to con- 
trol the making of instruments for the mechanical reproduction of his 
musical works (i. e., the making of piano rolls and phonograph records). 
This right to make recordings was, as it always has been, distinct from 
the right of public performance which had previously been granted to 
the authors of music in 1897. The exception regarding performance on 
coin-operated machines did not appear in any of the bills considered 
at the hearings, and there is no mention of such an exception in the 
hearings. The exception was inserted later by the House committee, 
and the only explanation appearing in the congressional proceedings 
for this exception is the following statement in the committee report 
(Rept. No. 2222, 60th Cong., 2d sess.): 

“The exception regarding the public performance of a musical com- 
position upon coin-operated machines in a place where an admission 
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fee is not charged is understood to be satisfactory to the composers 
and proprietors of musical copyrights. A representative of one of the 
largest musical publishing houses in the country stated that the pub- 
lisher finds the so-called penny parlor of first assistance as an advertis- 
ing medium.”’ 

Bills similar to S. 590 have been the subject of extended hearings 
on three occasions in recent years. In 1947 hearings were held on 
H. R. 1269 and H. R. 2570, 80th Congress, which proposed the repeal 
of the jukebox exemption (substantially the same as the present 
S. 590). In 1951 and 1952 hearings were held on H. R. 5473, 82d 
Congress, which proposed to fix a maximum royalty rate for the ren- 
dition of music on coin-operated machines and to exempt the owner 
of a single machine. In 1953, hearings were held on S. 1106, 83d 
Congress, which propesed 1 in effect to limit the exemption to the owner 
of a single machine 

The two cadulanne with which the previous hearings were concerned 
should be considered separately. The first problem is whether the 
jukebox exemption should be continued or repealed. On this point, 
we believe there has be en little presented which would justify, either 
in logic or on principle, the continuation of the present exemption. 

Much of the testimony was devoted to the second point: What 
royalties, if any, could the jukebox operators afford to pay. In this 
connection, it seems pertinent that all the other groups engaged i 
the public austen of music for profit—dancehalls, music halls, 
wired music services, radio and television, motion pictures, ete.— 
have been shies to agree upon suitable fee schedules on a national 
basis with the performing rights societies that serve as agents for the 
authors and music publishers in the negotiation and collection of 
royalty fees for public performances of music. Also, jukebox opera- 
tors in other countries are required to pay royalty fees and have 
apparently made suitable arrangements with the performing rights 
societies in their countries. 

The jukebox operators have contended that there is not enough 
net profit in their business to absorb any substantial royalty because 
the price of i agi s and other expenses have increased greatly since 


the prewar years, while the juke ‘box rate is still 5 cents per play. It 
mig ht be nated = at since the close of the 1953 hearings, there has 
been a rapidly spreading movement among jukebox operators, already 


completed in a num ber of areas, to raise the jukebox rate to 10 cents 
per play or 3 ns 5 cents. 

We believe cs ortant to separate the two issues: The first is 
clear, the sina mvolve 's the prediction of economic forces. On this 
second issue, we are not in a position to express an opinion. ‘The 
weighing of the economic factors of any proposal to modify or repeal 
the jukebox exemption and its effect upon the jukebox industry is a 
matter for the consideration of your committee and the Congress. 

In connection with the matter of an equitable rate, it should be 
noted that ASCAP is subject to a consent decree entered in the United 
States District Court for the Southern District of New York, under 
which any applicant desiring a ager speemas: rights license may appeal 
to that court for determination of a reasonable fee. At the 1953 
hearings ASCAP also stated its iiine ness to submit rate determina- 
tion to the Attorney General or any administrative agency. 
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Previous congressional committees have suggested that the parties 
sit down together and make an effort to reach a basis for agreement. 
The 1953 hearings include an exchange of correspondence between 
ASCAP and the Music Operators of America, Inc., the national or- 
ganization of jukebox operators, in which ASCAP proposed such 
meetings but the Music Operators of America believed ‘‘that no useful 
purpose could be served by any meetings between us.’”’ The Music 
Operators of America has held to that position in more recent state- 
ments in the trade press. 

My predecessors as Librarian of Congress and the successive Regis- 
ters of Copyrights bave consistently favored the repeal of the jukebox 
exemption. The present Register of Copyrights and I are of the 
same view. 

Sincerely yours, 
L. Quincy Mumrorp, 
Librarian of Congress. 


DEPARTMENT OF STATE, 
Washington, January 4, 1956. 
Hon. Hartrey M. KiLcore, 
Chairman, Commitice on the Judiciary, 
United States Senate. 


Dear Senator Kitcore: Reference is made to your letter of De- 
cember 6, 1955, inviting the Department’s comments on S. 590, 
relating to the rendition of musical compositions on coin-operated 
machines, and to the Department’s interim reply of December 9, 1955. 

As stated in your letter, the Department, by letter dated October 
19, 1951, commented upon H. R. 5473, 82d Congress, 1st session, a 
bill dealing with the same subject. The Department’s views on S. 590 
are basically the same as those expressed with respect to H. R. 5473. 
The principal effect of S. 590, as was the case with H. R. 5473, is 
domestic in character, and to this extent is of no direct concern to the 
Department. However, the change in the copyright law proposed in 
the bill would also serve to remove an inequity in our law which has 
been a source of irritation in our international copyright relations. 
The provision in our present law exempting the rendition of musical 
compositions in coin-operated machines from the payment of royalty 
fees deprives the copyright owner of an important source of remunera- 
tion and there are indications that the exemption continues to receive 
the criticism of copyright circles and authors groups m foreign coun- 
tries. 

The Universal Copyright Convention, ratified by the United States 
on December 5, 1954, came into force in September 1955, and promises 
to become a major instrument in the betterment of international 
copyright relations. Although the Universal Copyright Convention 
does not place a specific obligation upon the United States with 
respect to the performance of music on coin-operated machines, the 
amendment of our law proposed in S. 590 would represent a move 
in the direction of more adequate and effective protection of the rights 
of authors as contemplated by the convention, and might encourage 
other nations to participate with the United States in this new multi- 
lateral instrument in the field of copyright. 
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The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 
Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State.) 


DEPARTMENT OF JUSTICE, 
Washington, D. C., October 10, 1955 
Hon. Hariey M. Kincors, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 590) relating to the 
rendition of musical compositions on coin-operated machines. 

Section 1 of title 17, United States Code, grants a monopoly to a 
copyright owner of a musical composition. This right is qualified, 
however, in the case of phonograph records. If the copyright pro- 
prietor or licensee records the work, the copyrighted music is available 
to anyone who desires to make a mechanical reproduction thereof. 
All persons who pay the specified royalties may make similar use of 
the work. This applies only to the making of records, however, and 
does not apply to their performance. The copyright owner has the 
exclusive statutory right to perform musical compositions in public 
for profit. The last paragraph of subsection (e) of section 1 contains 
an exemption however in the case of coin-operated machines and 
provides that reproduction on such machines shall not be deemed to 
be a public performance for profit unless a fee is charged for admission 
to the place where such reproduction occurs. The bill would delete 
the last paragraph of subsection (3) of section 1. 

Whether the bill should be enacted involves a question of policy 
concerning which this Department prefers to make no recommenda- 
tion. 

The committee has also requested this Department’s views as to 
whether under paragraph IX of the consent judgment in the case of 
l’nited States v. American Soc iety of Composers, Authors and Publishers 
(ASCAP) (civil No. 13-95 (S. D. N. Y.)), the coin-operated machine 
owners would gain the benefits of such judgment should the bill be 
enacted. 

Paragraph IX of the consent judgment requires ASCAP to issue, 
upon the request of any user, a license for the performance of any 
or all of the con a in the ASCAP repertory for a reasonable 
license fee. If ASCAP and the applicant are unable to agree upon a 
reasonable royalty, provision is made for the court to determine what 
would constitute a reasonable fee under the license requested. If 
5. 590 should be enacted, owners of coin-operated machines would 
appear to be entitled to the benefits provided by paragraph LX of the 
consent judzment in the ASCAP case. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 


, 


WituramM P. Roacegrs, 
Le puty 4 ittorney Gene ral. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Taw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Titte 17, Unirep Srates Cope 


§ 1. Exclusive rights as to copyrighted works. 
Asi person entitled thereto, upon complying with the provisions 
of this title, shall have the exclusive right: 


(a) * * * 
< 
(Sb) *-o"9 
(C} 
(d) * * * 


(e) To perform the copyrighted work publicly for profit if it be a 
musical composition; and for the purpose of public performance for 
profit, and for the purposes set forth in subsection (a) hereof, to 
make any arrangement or setting of it or of the melody of it in any 
system of notation or any form of record in which the thought of an 
author may be recorded and from which it may be read or reproduced: 
Provided, That * * *. And as a condition of extending the copyright 
control to such mechanical re productions, that w henever the owner of 
a musical copyright has used or permitted or knowingly acquiesced in 
the use of the copyrighted work upon the parts of instruments serving 
to reproduce mechanically the musical work, any other person may 
make similar use of the copyrighted work upon the payment to the 
copyright proprietor of a royalty of 2 cents on each such part manu- 
factured, or 4 cents on each such part that is manufactured for use by 
or upon coin-operated machines, to be paid by the manufacturer 
thereof * * * 

* * * * * * * 


[The reproduction or rendition of a musical composition by or 
upon coin-operated machines shall not be deemed a public performance 
for profit unless a fee is charged for admission to the place where such 
reproduction or rendition occurs. ] 

Whenever a copyrighted musical composition is publicly performed for 
profit by means of a recorded rendition thereof which is utilized or acti- 
vated by means of a coin-operated machine or device (other than a radio 
or telerision receiving set or apparatus), the remedies afforded by this title 
shall be available only against the operator of such machine or device. 
As used in this paragraph, the term “operator” means the individual, 
partnership, association or corporation entitled to receive any money or 
other income resulting from the operation of such machine or device after 
the (1) payment of expenses incident to the procurement, placement, 
ope ration, mainte nance, and servic ing of such machine or device, and 
(2) payment to the proprietor of the establishment within which such 
machine or device is operated of any share in the receipts of such machine 
or device to which such proprietor may be entitled. 

Whenever the copyright owner of any musical composiion, or assignee 
or licensee of the performing right thereof, executes any license or agree- 
ment authorizing the public performance for prefit of such composition 
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by means of any such coin-operated machine or device, such copyright 
owner, or assignee or licensee of the aforesaid performing right shall 
furnish a copy of such license or agreement, within thirty days of the 
effective date thereof, to the Register of Copyrights, accompanied by the 
recording fee required by section 215 of this title for the recording of 
every assignment, agreement, power of attorney, or other paper: Provided, 
That no provision may be included in any license or agreement filed by 
the copyright owner, assignee or licensee of the performing rights of any 
musical composition by which any fee or royalty may be assessed for the 
use of such musical composition on any coin-operated machine or device 
prior to the effective date of this Act. Any failure to file such license or 
agreement shall be a compl te defense to any suit, action, or proceeding 
against the licensee or licensees covered thereby, for any infringement of 
the right to publicly ‘ rform for profit the musical composition by means 
of a coin-operate d machine or device. 
* * * * + 


§ 205. Same; annual report. 

The Register of Copyrights shall make an annual report to the 
Librarian of Congress, to be printed in the annual report on the 
Library of Congress, of all copyright ‘adnan for the previous fiscal 
year, including the number and kind of works which have been 
deposited in the copyright office during the fiscal year, under the 
provisions of this title. 

Within forty-five days after the commencement of each regular session 
of the Congress, the Register of Copyrights shall transmit to the Judiciary 
Committees of the Senate and House of Representatives a report, which 
may be a part of the above-mentioned annual report, containing a summary 
of the provisions of all licenses and agreements filed with him during the 
preceding calendar year pursuant to the last paragraph of section 1 (e) 
of this title. 

The amendments made by this Act shall take effect on the first day of 
the siath month following the date of its enactment. Nothing contained 
in such amendments shall alter or impair the enforcement by the Attorney 
General of any provision of law or any judgment or decree heretofore 
entered by any court order under an y provision of law. 


O 
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REFORESTATION IN HAWAII 
Avaust 15 (legislative day, Auaustr 14), 1958.—Ordered to be printed 


ELLENDER, from the Committee on Agriculture and F Wie. 
submitted the following N AP, 


REPORT 
[To accompany H. R, 8481] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill CH. R. 8481) to amend title 1V of the Agricultural Act of 1956 
to provide that the provisions of such title shall apply in Hawaii, 
having considered the same, report thereon with a recommendation 
that it do pass without amendment. 

This bill would extend title IV of the Agricultural Act of 1956 
(providing assistance to States in tree planting and reforestation) to 
Hawaii. It is fully explained in the attached House committee report. 


[H. Rept. 2308, 85th Cong., 2d sess.] 


The Committee on Agriculture, to whom was referred the _ bill 
(H. R. 8481) to amend title IV of the Agricultural Act of 1956 to 
provide that the provisions of such title shall apply in Hawaii, having 
considered the same, report favorably thereon without an amendment 
and recommend that the bill do pass. 


PURPOSE 


Title IV of the Agricultural Act of 1956 authorizes the Secretary of 
Agriculture to cooperate with the States in programs for tree planting 
and reforestration, on a cooperative basis, with the States furnishing 
at least half of the cost of any such programs. For some reason un- 
known to the committee, the Territory of Hawaii was not included 
in this authorization. It develops that Hawaii has a very active 
interest in conducting a tree planting and reforestration program and 
the only ek of this bill is to include Hawaii in the provisions of 
title IV of the Agricultural Act of 1956, so that if the Territory pro- 
poses a reforestation plan acceptable to the Secretary of Agriculture, 
it may participate in this program. 
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NEED FOR THE LEGISLATION 


The need for the legislation is set out in some detail in letters from 
the Department of Agriculture and the Department of the Interior, 
which follow. 

COST 


There would not necessarily be any additional cost to the Federal 
Government of this legislation. If Hawaii proposes an acceptable 
reforestation program, its allotment would be budgeted by the 
Department of Agriculture from funds appropriated to carry out 
title IV of the Agricultural Act of 1956. 


DEPARTMENTAL POSITION 


The following letter from the Department of the Interior strongly 
recommends enactment of this bill. The letter from the Department 
of Agriculture advances numerous reasons why the bill should be 
enacted but then concludes that it not be enacted at this time. The 
committee agrees with the reasoning of the Department of Agricul- 
ture’s letter—not with its conclusion—and recommends that the bill 
be enacted. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Wash ington, D.C... June 24, 1958. 
Hon. Haroutp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Re presentative s. Washington, ree: 

Drar Mr. Cootry: There is now pending before your committee 
H. R. 8481, a bill to amend title IV of the Agricultural Act of 1956 
to provide that the provisions of such title shall apply in Hawaii. 

We recommend that the bill be enacted. 

The purpose of H. R. 8481 is to extend to the Territory of Hawai 
the benefits of the provisions of title ITV of the Agricultural Act of 
1956 (70 Stat. 207, 16 U. S. C., 1952 ed., Sup. IV, sees. 568e and 
568f). This title authorizes the Secretary of Agriculture to assist 
the States in undertaking needed programs of tree planting and re- 
forestation, to give technical assistance and advice, and to furnish 
financial aid in amounts which do not exceed the amount spent by 
each State for these purposes. Enactment of the bill will include 
the Territory of Hawaii in these programs on the same basis as 
the States. 

Most of Hawaii’s needs for timber products must be met now from 
sources outside the islands. Development of adequate timber re- 
sources would permit local sources to supply these needs, at least in 
part, and would provide an additional source of employment and 
economic opportunity for Hawaii’s crowing population. 

During recent years the Territory has undertaken a program of 
reforestation of acreage suitable for the growth of timber. About 
2 million acres, which is half of Hawaii’s total land areas, could be 
classed as forest land. At least 500,000 acres of this area is presently 
used or potentially usable for growth of timber on a commercial basis. 
Gov. William F. Quinn, of Hawaii, has informed us that he strongly 
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favors the enactment of the bill because of the impetus it would give 
the Territory’s efforts to increase its timber resources. 

The Bureau of the Budget has advised us that, while they have 
advised the Department of Agriculture that there would be no objec- 
tion to the submission of its adverse report to your commigtee, there 
is no objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., January 14, 1958. 
Hon. Haroup D. Cooury, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Drar ConGressMAN Coo.ry: This is in reply to your letter of 
July 30, 1957, requesting a report on H. R. 8481, a bill to amend 
title IV of the Agricultural Act of 1956 to provide that the provisions 
of such title shall apply in Hawaii. 

Although we are in sympathy with the objectives of the bill, we 
recommend that it not be enacted at this time. 

H. R. 8481 would amend title IV of the Agricultural Act of 1956 to 
include Hawaii under its provisions. That title now authorizes the 
Secretary of Agriculture to cooperate with States by providing 
technical and financial assistance in tree planting and reforestation. 

About 2 million acres, or half of the land area, of the Hawaiian 
Islands are classed as forest land. The Hawaiian Islands are particu- 
larly well suited for the growth of selected timber to yield high quality 
products. Fairly large saw logs can be produced on good sites in 30 to 
1() years. Almost all of Hawaii’s timber products are imported. 
About 60 million board-feet of lumber alone is imported annually. 
The Territory has the land and the species to capture a substantial 
portion of the local timber market and enter into the export field 
besides. Development of a timber industry would provide an outlet 
for the present oversupply of labor and would make use of many idle 
or unproductive areas. 

Reforestation, moreover, could be an aid in improving and safe 
guarding the water supply for irrigation for agriculture. Great sig- 
nificance is attached to the water-yielding lands above the cultivated 
areas because the sugarcane and pineapple agriculture of the Territory 
is dependent primarily upon surface sources for great quantities of 
water for this purpose. 

The area in need of forestation in the Territory is difficult to deter- 
mine at this time because a survey of the forest resources of the 
Hawaiian Islands has not yet been made. A forest survey by this 
Department, in cooperation with the Territory, is scheduled to begin 
in 1958. We recommend that consideration of this legislative pro- 
posal be postponed until the survey is completed. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
EK. T. Benson, Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, gre shown as follows (e xisting law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL Act oF 1956, As AMENDED 
TITLE I[V—FORESTRY PROVISIONS 
ASSISTANCE TO STATES FOR TREE PLANTING AND REFORESTATION 


Sec. 401. (a) The Congress hereby finds and declares that build- 
ing up and maintaining a level of timber growing stocks adequate 
to meet the Nation’s domestic needs for a dependable future supply of 
industrial wood is essential to the public welfare and security; that 
assisting in improving and protecting the more than fifty million 
acres of idle non-Federal and Federal lands for this purpose would 
not only add to the economic strength of the Nation, but also bring 
increased public benefits from other values associated with forest 
cover; and that it is the policy of the Congress that the Secretary 
of Agriculture in order to encourage, promote, and assure fully ade- 
quate future resources of readily available timber should assist 
the States in undertaking needed programs of tree planting. 

(b) Any State forester or equivalent State official may submit to 
the Secretary of Agriculture a plan for forest land tree planting 
and reforestation for the purpose of effecting the policy hereinbefore 
stated. 

When the Secrets ary of Agriculture has approved the plan, he 
is hereby authorized and directed to assist the State in carrying out 
such plan, which assistance may include giving of advice and technical 
assistance and furnishing financial contributions: Provided, That for, 
the non-Federal forest land ee planting and reforestation, the finan- 
cial contribution expended by the Federal Government during any 
fiscal year to assist the State to carry out the plan shall not exceed the 
amount expended by the State for the same purposes during the same 
fiscal year, and the Secretary of Agriculture is authorized to make 
financial contributions on the certificate of the State official in charge 
of the administration of the plan as to the amount of expenditures 
made by the State. 

(d) In any plan that coordinates forest lands under the jurisdiction 
of any Federal agency other than the Department of Agriculture, the 
Secretary of Agriculture shall obtain the coopers ition and assistance 
of the Federal agency having jurisdiction and the appropriate State 
forester in the approval and carrying out of the plan 

(e) The Secretary of Agriculture may prescribe such rules and regu- 
mene as may be appropriate to carry out the purposes of this section. 

There are hereby authorized to be appropriated such sums as 
may Pi necessary to carry out the obje ets of this section, such sums to 
remain available until expended. 





| 
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REFORESTATION IN HAWAII 
STUDY OF PRICE TRENDS FOR FOREST PRODUCTS 


402. The Secretary of Agriculture shall make a study of price 
mea and relationships for basic forest products such as sawlogs and 
pulpwood and within one year from the date of enactment of this Act 
shall submit a report thereon to the Congress. 


EXTENSION OF TITLE TO HAWAII 


Src. 408, As used in this title, the term “‘State’”’ includes the Territory 
rf Hawaii. 
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Avuaust 15 (legislative day, Auausr 14), 1958.—Ordered to be printed 


Mr. ELLenper, from the Committee a and Forestry 


submitted the folloWing 


REPORT 


[To accompany H. R. 12494] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 12494) to authorize the Secretary of Agriculture in 
selling or agreeing to the sale of lands to the State of North Carolina 
to permit the State to sell or exchange such lands for private purposes, 
having considered the same, report thereon with a recommendation 
that it do pass without amendment. 

This bill would authorize the Secretary of Agriculture, in selling 
the North Carolina land utilization project, NC-—LU-21, to the State 
of North Carolina, to permit the State to dispose of certain of such 
lands by sale or exchange, conditioned upon the acquisition of other 
lands within the project boundaries. This would constitute a limited 
exemption from the provision of section 32 (c) of the Bankhead-Jones 
Farm Tenant Act which requires that sales of such property be con- 
ditioned upon use for public purposes, and its object is to permit the 
State to consolidate project lands so that they will best serve the public 
purpose. The House committee report,” attached hereto further 
explains the bill. 


[H. Rept. 2296, 85th Cong., 2d sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 12494) to authorize the Secretary of Agriculture in selling or 
agreeing to the sale of lands to the State of North Carolina to permit 
the State to sell or exchange such lands for private purposes, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill as amended do pass. 
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The amendment is as follows: 
Page 2, lines 5, 6, and 7, strike out: 


within the exterior boundaries of the project and such lands 
and any lands acquired by the State by exchange of the 
project lands 


and insert a comma and the following: 


and any land so acquired or acquired by the State in exchange 
for project lands shall be within the exterior boundaries of 
the project and 

PURPOSE OF THE BILL 


The Department of Agriculture is now negotiating with the State 
of North Carolina for sale to the State at its appraised market value 
of all the lands embraced in the Caswell land utilization project 
located in Caswell County, N. C. The land was purchased by the 
United States under the submarginal land retirement program carried 
out pursuant to the Bankhead-Jones Farm Tenant Act. The State 
intends to use the lands as a State forest and a wildlife refuge. 

The lands comprising the project holdings are not entirely con- 
tiguous and are interspersed with some private ownerships which are 
not a part of the project. Under existing provisions of law, the 
Department of Agriculture has the authority to sell or exchange non- 
continguous parts of the project lands and acquire lands within the 
exterior boundaries of the project in order toe concentrate the holdings 
and facilitate administration. Under the law, however, the State of 
North Carolina could not make similar land exchanges after title to 
the project has been conveyed to the State. 

The sole purpose of this bill is to authorize the Secretary of Agri- 
culture to include in the instrument of conve vance to the State of 
North Carolina a provision which will permit the State to make such 
sales or exchanges for consolidation purposes after the title has become 
vested in the State. 

COST 


There is no element of cost to the United States involved in this 
legislation and enactment of the bill might, in fact, result in the 
United States obtaining a better price for the lands being conveyed 
than would be possible without the authority contained in the bill. 


COMMITTEE AMENDMENT 


The committee amendment merely makes a technical change in 
wording suggested by the Department of Agriculture in its report on 
the bill. 
DEPARTMENTAL APPROVAL 


Following is the letter from the Department of Agriculture stating 
that it has no objection to the enactment of this bill with the amend- 
ment which has been adopted by the committee. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 16, 1958. 
Hon. Haroutp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Drar CONGRESSMAN Coo try: This is in response to your request 
of July 2, 1958, for a report from this Department on H. R. 12494, a 
bill to authorize the Secretary of Agriculture in selling or agreeing to 
the sale of lands to the State of North Carolina to permit the State 
to sell or exchange such lands for private purposes. 

We have no objection to the enactment of H. R. 12494 with the 
amendment hereinafter recommended. 

H. R. 12494 would authorize the Secretary of Agriculture, in selling 
or agreeing to sell to the State of North Carolina the lands comprising 
the North Carolina land utilization project, NC-LU-21, to include in 
the conveyance or agreement of sale provision permitting the State, 
after consummation of the sale, to sell to, or exc hange for lands of, 
private parties for private purposes such of the project lands as may 
be mutually agreed upon by the Secreta ‘y and the State. The State 
would be re quired to use all proceeds from the sale of such lands for 
the acquisition of lands within the exterior boundaries of the project. 
Any lands acquired by the State by such purchases or through the 
exchange of project lands would become a part of the project and 
would be subject to the conditions with respect to the use of such 
lands for public purposes. All proceeds from the sale of project land 
would be maintained by the State in a se — fund with a record of 
all transactions open to inspection by the Sec 7 728 vy. 

North Carolina land utilization project, NC-—LU-21, consists of 
lands in Caswell County, N. C., acquired - the Federal Govern- 
ment for administration pursuant to provisions of title III of the 
Bankhead-Jones Farm Tenant Act. In accordance with the policy 
of the Department of Agriculture for the disposal of such lands, this 
project has been appraised and offe ‘ed for sale to the State of North 
Carolina. Terms and conditions of the agreement of sale are being 
negotiated. Under the agreement as contemplated, the State would 
manage the property to develop and protect the timber, wildlife, and 
other resources in accordance with the purposes for which the lands 
were acquired. Federal ownership is scattered and intermingled with 
private holdings. 

Consolidation into a more contiguous ownership pattern would 
facilitate the administration of the land and its resources, particularly 
in connection with the management for wildlife resources 

The sale agreement now being negotiated provides that the State 
may pay for the project lands over a 20-year period. Upon full 
payment of the purchase price plus interest, the United States will 
convey the property to the State. To allow desirable adjustments 
in landownership during the purchase period, the present draft of 
agreement of sale provides that the Secretary of Agriculture upon 
request or approval of the State may make such land exchanges. 
This would be done under existing authority. 

H. R. 12494 if enacted would authorize purchase and exchange 
transactions by the State with private owners after title to the project 
lands has been conveyed to the State. It would permit the State to 
complete a program of desirable landownership adjustments to con- 
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solidate project holdings, if such adjustments are not completed 
before title is conveyed to the State. 

it is contemplated that the values at which any lands would be sold 
or exchanged by the State would be not less than the fair market value 
and would be determined in a manner satisfactory to the Secretary of 
Agriculture. This would be considered in reaching agreements as to 
lands to be sold or exchanged by the State. 

To make it clear that land obtained by the State in exchange for 
project land would be within the project boundaries as well as land 
purchased by the State with funds derived from the sale of project 
lands, the following amendment is recommended: 

Page 2, line 5, insert a comma after the word ‘“‘lands’’, delete the 
remainder of the line and through the word “lands” in line 7 and insert 
in lieu thereof the following: ‘and any land so acquired or acquired 
by the State in exchange for project lands shall be within the exterior 
boundaries of the project and’’, 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morsp, 
Acting Secretary. 
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JEWISH WAR VETERANS NATIONAL MEM] TAL 


Avuaust 16, 1958.—Ordered to be printed 


Mr. O’Mauoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 109] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 109) to incorporate the Jewish ‘War V eterans, U.S. A., National 
Memorial, Inc., having considered the same, reports favorably thereon 
with an amendme nt in the nature of a substitute and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 3, strike out all after the enacting clause and insert 
in lieu thereof the following: 


That the following-named persons, to wit: Ben Kaufman, Trenton, New Jersey; 
William Berman, Westbrook, Maine; Joseph Gilman, Manchester, New Hamp- 
shire; Captain Louis H. Albrand, Burlington, Vermont; Mrs. Ethel Cohen, 
Providence, Rhode Island; Paul J. Robin, Providence, Rhode Island; Frederick 
S. Harris, Meriden, Connecticut; Edward Lettick, New Haven, Connecticut; 
William’ Carmen, Brookline, Massachusetts; David Lasker, Boston 8, Massa- 
chusetts; Mrs. Sarah Stone, Brighton, Massachusetts; Harry D. Henshel, New 
York, New York; Captain Joshua Goldberg, New York, New York; Sol Masch, 
New York, New York; Sam Slutsky, Peekskill, New York; I. T. Rockman, 
Harrisburg, Pennsylvania; Harry H. Schaffer, Pittsburgh, Pennsylvania; Doctor 
David Coyne, Hoboken, New Jersey; Edward Nappen, Atlantic City, New Jersey; 
Howard M. Berg, Wilmington, Delaware; Samuel Michaelson, Baltimore 15, 
Maryland; Louis E. Spiegler, Washington, District of Columbia; Joseph F. Barr, 
W ashington 9, District of Columbia; Joseph A. Reshefsky, Portsmouth, Virginia, 
Edward Leyton, High Point, North Carolina; Doctor Harry Appel, Charleston, 
South Carolina; Harry Harrison, Atlanta, Georgia; Paul Ginsberg, Atlanta, 
Georgia; Harry Cohen, Miami Beach, Florida; Louis B. Lepp, Birmingham 5, 
Alabama; Edwin I. Baer, Louisville, Kentucky; Doctor Yale Burke, South Bend, 
Indiana; Harry T. Madison, Oak Park, Michigan; William Bobier, Phoenix, 
Arizona; Samuel Shaikewitz, Saint Louis, Missouri; Major General Julius Klein, 
Chicago, Illinois; Nathan Rakita, Milwaukee, Wisconsin; Myer Dorfman, St. 
Paul 1, Minnesota; Hyman Greenspan, Dallas, Texas; Harold Freeman, Phoenix, 
Arizona; Harry Pells, Denver, Colorado; Hy Weitzman, San Bernardino, Cali- 
fornia; Don Kapner, Seattle, Washington; Sherman Z. Lipstein, Omaha, Nebraska; 
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William Stern, Fargo, North Dakota; and their successors, are hereby created 
and declared to be a nonprofit body corporate of the District of Columbia, where 
its legal domicile shall be, by the name of the Jewish War Veterans, U. S. A., 
National Memorial, Incorporated (hereinafter referred to as the ‘‘corporation’’), 
and by such name shall be known and have perpetual succession and the powers, 
limitations, and restrictions herein contained. 


COMPLETION OF ORGANIZATION 


Sec. 2. A majority of the persons named in the first section of this Act are 
authorized to complete the organization of the corporation by the selection of 
officers and employees, the adoption of a constitution and bylaws, not inconsistent 
with the provisions of this Act, and the doing of such other acts as may be neces- 
sary for such purpose. 


PRINCIPLES AND OBJECTS OF THE CORPORATION 


Sec. 3. The principles and objects of the corporation shall be— 

(a) to maintain and conduct a national memorial and museum dedicated 
to and commemorating the service and scarifice in the Armed Forces of the 
United States during the period of war by Americans of the Jewish faith: 

(b) to gather, collate, edit, publish, and exhibit the memorabilia, data, 
records, military awards, decorations, citations, etc., for the purpose of 
preserving the memories and records of patriotic service performed by men 
and women of the Jewish faith while in the Armed Services of the United 
States in time of war; and 

(ec) to stimulate patriotism in the minds of all Americans by encouraging 
the study of the military and naval history of our nation. 


CORPORATE POWERS 


Sec. 4. The corporation shall have power 

(a) to have succession by its corporate name; 

(b) to sue and be sued, complain and defend in any court of competent 
jurisdiction; 

(c) to adopt, use, and alter a corporate seal; 

(d) to adopt, amend, and alter a constitution and bylaws, not inconsistent 
with the laws of the United States for the management of its property 
and the regulation of its affairs; said constitution and bylaws should likewise 
not be inconsistent with the laws of any State in which the corporation is 
to operate; 

(e) to contract and be contracted with; 

(f) to take by lease, gift, purchase, grant, devise, or bequest from any 
private corporation, association, partnership, firm or individual and to hold 
any property, real, personal or mixed, necessary or convenient for attaining 
the objects and carrying into effect the purposes of the corporation, subject, 
however, to applicable provisions of law of any State (A) governing the 
amount or kind of property which may be held by, or (B) otherwise limiting 
or controlling the ownership of property by, a corporation operating in 
such State; 

(g) to transfer, convey, lease, sublease, encumber, and otherwise alienate 
real, personal or mixed property, and 

(h) to borrow money for the purposes of the corporation, issue bonds 
therefor, and secure the same by mortgage, deed of trust, pledge, or other- 
wise, subject in every case to all applicable provisions of Federal and State 
laws. 


PRINCIPAL OFFICE; SCOPE OF ACTIVITIES; DISTRICT OF COLUMBIA AGENT 


Sec. 5. (a) The principal office of the corporation shall be located in Washing- 
ton, District of Columbia, but the activities of the corporation shall not be con- 
fined to that place and may be conducted throughout the various States, Terri- 
tories, and possessions of the United States. 

(b) The corporation shall at all times maintain in its headquarters in the Dis- 
trict of Columbia a designated agent to accept service of process for the corpora- 
tion and notice to or service upon such agent, or mailed to the headquarters of 
the organization in the said District of Columbia shall be deemed notice or service 
upon the said corporation. 
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BOARD OF DIRECTORS; COMPOSITION; RESPONSIBILITIES 


Sec. 6. (a) Upon the enactment of this Act, the initial board of directors of 
the corporation shall consist of the present officers and members of the board of 
directors of the existing corporation, entitled Jewish War Veterans, U. 8S. A., 
National Memorial, Incorporated, an organization incorporated under the laws 
of the District of Columbia. 

(b) Thereafter, the board of directors of the corporation shall be of such num- 
ber (not less than 36) who shall be selected in such manner, including the filling 
of vacancies and serve such terms as shall be prescribed under the constitution 
and bylaws of the corporation. 

(c) The board of directors shall be the governing board of the corporation and 
shall, during the intervals between corporation meetings, be responsible for the 
general policies and program of the corporation. The board shall be responsible 
for all finances of the corporation. 


OFFICERS, ELECTION OF OFFICERS 

Sec. 7. (a) The officers of the corporation shall be a president and such number 
of vice presidents as shall be provided for in the constitution and bylaws, as well 
as a secretary and treasurer. 

(b) The officers of the corporation shall be elected in such manner and for such 
terms as well as with such duties as may be prescribed in the constitution and 
bylaws of the corporation. 


USE OF INCOME; LOANS TO OFFICERS, DIRECTORS, OR EMPLOYEES 


Src. 8 (a) No part of the income or assets of the corporation shall inure to any 
officer or director or be distributable to any such person. Nothing in this section, 
however, shall be construed to prevent the payment of compensation to the 
officers or employees of the corporation in amounts approved by the executive 
committee of the corporation. 

(b) The corporation shall not make loans to its officers, directors, or employees. 
Any director who votes for or assents to the making of a loan to an officer, director, 
or employee of the corporation, and any officer who participates in the making of 
such loan, shall be jointly and severally liable to the corporation for the amount 
of such loan until the repayment thereof. 


NONPOLITICAL NATURE OF CORPORATION 


Sec. 9. The corporation, and its officers and directors as such, shall not con- 
tribute to or otherwise support or assist any political party or candidate for pub- 
lic office. 

LIABILITY FOR ACTS OF OFFICER AND AGENTS 


Sec. 10. The corporation shall be liable for the acts of its officers and agents 
when acting within the scope of their authority. 


PROHIBITION AGAINST ISSUANCE OF STOCK OR PAYMENT OF DIVIDENDS 


Sec. 11. The corporation shall have no power to issue any shares of stock or to 
declare or pay any dividends. 


BOOKS AND RECORDS; INSPECTION 


Sec. 12. The corporation shall keep correct and complete books and records of 
account and shall keep minutes of the proceedinsg of its members, board of di- 
rectors, and committees having any authority under the board of directors; and 
it shall also keep at its principal office a record of the names and addresses of its 
members entitled to vote. All books and records of the corporation may be in- 
spected by any member entitled to vote, or his agent or attorney, for any proper 
purpose, at any reasonable time. 


AUDIT OF FINANCIAL TRANSACTIONS 


Src. 13. (a) The financial transactions shall be audited annually, at the end of 
the fiscal year established by the corporation, by an independent certified public 
accountant in accordance with the principles and procedures applicable to com- 
mercial corporate transactions. The audit shall be conducted at the place or 








4 JEWISH WAR VETERANS NATIONAL MEMORIAL 


places where the accounts of the corporation are normally kept. All books, 
accounts, financial records, reports, files and all other papers, things or property 
belonging to or in use by the corporation and necessary to facilitate the audit shall 
be made available to the person or persons conducting the audit; and full facilities 
for verifying transactions with the balances or securities held by depositors, fiscal 
agents, and custodians shall be afforded to such person or persons. 

(b) A report of such audit shall be made by the corporation to the Congress not 
later than six months following the close of such fiscal year for which the audit is 
made. The report shall set forth the scope of the audit and shall include verifica- 
tion by the person or persons conducting the audit of statements of (1) assets and 
liabilities, (2) capital and surplus or deficit, (3) surplus or deficit analysis, (4) in- 
come and expense, and (5) sources and application of funds. Such report shall not 
be printed as a public document. 


USE OF ASSETS ON DISSOLUTION OR LIQUIDATION 


Sec. 14. Upon final dissolution or liquidation of the corporation, and after 
discharge or satisfaction of all outstanding obligations and liabilities, the remaining 
assets of the corporation may be distributed in accordance with the determination 
of the board of directors of the corporation and in compliance with the constitution 
and bylaws of the corporation and all Federal and State laws applicable thereto. 
Nothing in this section shall be construed so as to permit any such assets being 
distributed to any officer or employee or inuring to the benefit of any private 
person. 

TRANSFER OF ASSETS 

Sec. 15. The corporation may acquire the assets of the Jewish War Veterans, 
U.S. A., National Memorial, Incorporated, a body corporate organized under the 
laws of the District of Columbia, upon discharging or satisfactorily providing for 
the payment and discharge of all of the liabilities of such corporation and upon 
complying with all the laws of the District of Columbia applicable thereto. 


RESERVATION OF RIGHT TO AMEND OR REPEAL CHARTER 


Sec. 16. The right to alter, amend, or repeal this Act is expressly reserved. 
PURPOSE OF AMENDMENT 


The purpose of the amendment in the nature of a substitute is to 
conform the bill to the committee’s charter policy. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to grant a 
Federal charter to the Jewish War Veterans, U. S. A., National Me- 
morial, Inc. 

STATEMENT 


This legislation, as amended, would incorporate a national memorial 
and museum dedicated to and commemorating the service of Ameri- 
cans of the Jewish faith in the Armed Forces of the United States. In 
this memorial it is intended not only to memorialize the sacrifices of 
those who died in the Nation’s service, but also to establish a repository 
for memorabilia symbolizing the ideals for which these men fought. 
It is contemplated that there will be gathered and safeguarded here 
the story of American Jewish patriotism so that both the ordinary 
citizen and the scholar may readily ascertain the part played by the 
Jewish citizen in the military history of this country. It is hoped that 
this shrine will not only symbolize the sacrifices of American Jewish 
fighting men on behalf of their country, but will also be a reminder 
of the freedom which they have found in that country. The committee 
is of the view that a Federal charter will be of great value in giving 
prestige and recognition to this worthy purpose. 
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The charter authorizes the corporation to acquire any or all of the 
assets of the existing organization created under the laws of the Dis- 
trict of Columbia. It requires the corporation to submit an annual 
report to Congress of its proceedings and financial transactions. It 
authorizes the corporation to accept contributions, to maintain offices 
in the District of Columbia and elsewhere, to have perpetual succes- 
sion and the power to sue and be sued, to acquire and dispose of real 
and personal property, to adopt a corporate seal, and generally to do 
whatever may be necessary and proper to carry out the purposes of 
the corporation. It is specifically provided that the corporation is to 
be nonprofit. It is to be noted that H. R. 109 does not grant a 
Federal charter to the membership organization—the Jewish War 
Veterans of the United States of America—but rather is limited to 
the national memorial. 

Accordingly, the committee recommends favorable consideration 
of H. R. 109, as amended. 


O 
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AMENDING THE FEDERAL-AID HIGHWAY ACT OF 1958 
TO EXTEND FOR AN ADDITIONAL YEAR THE ESTIMATE 
OF COST OF COMPLETING THE INTERSTATE SYSTEM 


Aveust 16, 1958.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 


following UN 
= OF MICHIGAN 


REPORT SEP 17 tO 

lady 

[To accompany H, R. 12808] MAIN 
The Committee on Public Works, to whom was referred the bill 
(H. R. 12808) to amend the Federal-Aid Highway Act of 1958 to 
extend for an additional 2 years the estimate of cost of completing 
the Interstate System, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 

lo pass. 
AMENDMENTS 


The amendments are as follows: 

Page 1, line 6, strike out ‘June 30, 1960, 1961, and 1962’, and in- 
sert in lieu thereof ‘June 30, 1960, and June 30, 1961.” 

Add a new section as follows: 


Sec. 2. That the sixth sentence of section 108 (d) of the 
Kederal-Aid Highway Act of 1956 (70 Stat. 379) is amended 
to read as follows: 

“The Secretary of Commerce shall make a revised esti- 
mate of cost of completing the then designated Interstate 
System, after taking into account all previous apportion- 
ments made under this section, in the same manner as 
stated above, and transmit the same to the Senate and the 
House of Representatives within ten days subsequent to 
January 2, 1961.” 


Amend the title to read as follows: 


To amend the Federal-Aid Highway Acts of 1956 and 
1958 by advancing the date for submission of the estimate 
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of cost of completing the Interstate System and to extend 
the approval of such estimate for an additional year 


PURPOSE OF THE BILL 


The purpose of H. R. 12808, as amended, is to extend approval of the 
estimate of cost of completing the Interstate System in each State, 
transmitted to Congress on January 7, 1958, by the Secretary of 
Commerce, as the basis for making apportionment of the Federal funds 
authorized for the Interstate System to the States for an additional 
fiscal year sastfur June 30, 1961, and for advancing the date for 
submission of a revised estimate of cost for c omple ting the Interstate 
System from January 12, 1962, to January 12, 1961. 


GENERAL STATEMENT 


Section 108 (d) of the Federal-Aid Highway Act of 1956 provided 
that eee nt of funds to the States for financing construction 
of the National System of Interstate and Defense Highways for fiscal 
years 1958 and 1959 would be made on the basis of existing law, and 
that apportionments for fiscal years 1960 through 1969, inclusive, 
would be made to the States in the ratio which the estimated cost 
of completing the Interstate System in each State bears to the sum of 
the estimated cost of completing the system in all the States. These 
cost estimates used in making the apportionments were to be based 
on detailed studies and submitted to Congress within 10 days sub- 
sequent to January 2, 1958, and revised at periodic intervals during 
the life of the program. Apportionments made on this basis are 
commonly referred to as the “needs’’ formula for apportionment. 

The Federal-Aid Highway Act of 1956 provided that the funds 
authorized therein for fiscal years 1958 and 1959 would be apportioned 
to the States on a date not Jess than 6 months and not more than 12 
months in advance of the beginning of the fiscal year for —— 
authorized, and that each apportionment authorized for fiscal yes 
1960 through 1969 would be made on a date as far in advance of the 
beginning of the fiscal year for which authorized as practicable, but 
in no case more than 18 months prior to the beginning of such fiscal 
year. 

Pursuant to section 108 (d) of the Federal-Aid Highway Act of 
1956, the Secretary of Commerce submitted to Congress on January 
7, 1958, a State-by-State estimate of cost for completing the Inter- 
state System, which was published as House Document No. 300, 
85th Congress, for use as a basis for apportionment to the States of 
funds authorized for such system for the fiscal years 1960, 1961, 
and 1962. 

The Congress approved the estimate of cost as a basis for the 
apportionment of funds authorized for the Interstate System for 
fiscal year 1960 by the provisions of section 8 of the Federal-Aid 
Highway Act of 1958. These apportionments were made to the 
States by the Secretary of Commerce on July 21, 1958. The amounts 
apportioned to each State and Territery on that date are shown in 
the following tabulation: 
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Apportionment of Federal-aid highway funds authorized for the fiscal year 1960 






















| | 
Primary | Secondary | Urban | Interstate | 
State highway or feeder highways | Subtotal | System | Total 
system roads | | 
| 

Alabama.... $8, 469, 362 | $6, 592,841 | $2, 950,179 |$18, 012, 382 $49, 053, 500 $67, 065, 282 
Arizona { 5 4,085, 495 875, 884 10, 957, 716 33, 979, < 44, 936, 966 
Arkansas 5, 301,696 | 1, 259, 703 13, 144, 813 , 700 845, 688 
California 9, 970, 730 | 20,017,148 | 49, 241, 102 20, 852 
Colorado $873,071 | 1,871,511 | 14,040,783 | "908 
Connecticut 2, 663, 057 1, 343, 250 4,361,125 | 8, 367, 432 | 4, 932 
Delaware. 2, 014, 875 1, 343, 259 461,821 | 3,819, 946 | , 946 
Florida 6, 494, 165 4, 241, 949 4,037,855 | 14, 773, 969 | 5, 094 
Georgia 9, 758, 649 7, 490, 264 3, 281, 756 | 20, 530, 669 | 4, 044 
Idaho 23 5 133, 379 8, 792, 203 , 953 


[linois 
Indiana 
Iowa 
Kansas 


39, 596, 553 
5, 21, 442, 226 
2, 673, 360 19, 053, 339 
17 
l 
l 


553 


, 726 


. 985, 020 





5 97 ), 645 


Kentucky 2, 338, 487 : 

Louisiana 3, 300, 922 4, 231, 273 65, 694, 875 
Maine 941,127 | 6, 680, 369 12, 785, 750 
Maryland 3,821,768 | 9,846, O85 56, 043, 375 
Massachusetts 9, 372, 665 16, 599, 109 69, 276, 875 
Michigan 10, 480, 583 | 30, 749, 599 97, 758, 750 
Minnesota 3, 666, 858 F 46, 889, 375 
Mississippi 1, 246, 73 27, 312, 750 


Missouri 
Montana 


70, 968, 375 
QR, 282. 875 


Nebraska 1, 320,714 15, 347, 875 
Nevada... 171, 498 13, 009, 625 
New Hampshire 666, 878 13, 681, 250 


New Jersey 
New Mexico 
New York 


9, 857, 490 80, 495, 500 
y 29, 800, 250 


123, 205, 875 


; 
x0, OOS, 912 








North Carolina 2, 893, 630 13, 482, 250 
North Dakota 380, 7¢ 625 
Ohio 13, 031, 005 | 35.963. 512 | 162.035. 75 ) 
Oklahoma 460, 200 vhs 
Oregon 1, S05, 637 37 
Pennsylvania 17, 047, 4 Or) 
Rhode Island 1, 609, 763 70 
South Carolina 49, O21 20, 497, 000 
South Dakota 37, 373 10, 547, 000 21, 473, 381 
rennesse¢ 6, 285 73, 779, 250 92, 528, 394 
rexas 3 s 67 7. ! 87, 83 112, 385, 250 166, 454, 213 
Utah 4,578 s 3, (27, H 154, 172 23, 258, 125 31, 818, 582 
Vermont ; 2,014, 875 1, 343, 250 23, 457, 125 27, 165, 874 
Virginia 7, 700, 108 5, 903, 444 105, 395, 375 122, 600, 426 
Washington 6, 735, 213 4, 498, BSE 45, 048, 625 59, 679, 978 
West Vir i +, 441, 552 3, S72, 48¢ l. 31, 168, 375 40, 947, 946 
W isconsir 1, 409, 770 6, 572, 828 t 26, 193, 375 46, 585, 545 
W yoming 5, 032, 059 3, 411, 137 25, 845, 125 34, 533, 165 
laska 8, 218, 724 5, 542, 56 13, 829, 881 
Hawaii 2 1,875 1, 343, 250 757, 224 4,115, 349 
District of Columbia 2, 014, 875 1, 343, 250 1, 945, 390 24, 651, 125 29, 954, 640 
Puerto Rico » 134, O3¢ 2, 227 t 1, 935, 614 6, 297, 166 
Tota . 405, 000, 000 270, 000, 000 225, 000, 000 900, 000, 000 | 2, 500, 000, 000 3, 400, 000, 000 


H. R. 12808, as amended, would provide the necessary congressional 
approval of the estimate of cost for making apportionment to the 
States of the authorized Interstate System funds for fiscal year 1961. 
The approximate apportionment of Federal-aid highway funds to the 
States for fiscal year 1961 is shown in the following tabulation. Such 
apportionment would normally be made about July 1959 for the period 
July 1, 1960, to June 30, 1961, and the amounts for the regular Federal- 
aid programs might be subject to slight adjustments made on the basis 
of the annual certification of post road mileage in the various States 
made by the Postmaster General to the Secretary of Commerce 
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ACT OF 1958 


Approximate apportionment of Federal-aid highway funds for the fiscal year 1961 


State 


Alabama 
Arizona... 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho.-. 
Illinois 
Indiana 

Iowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshir« 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina. 
South Dakota 
Tennessee 
Texas___ 

SPRNIR ciccn 
Vermont 
Virginia - .- 
Washington 
West Virginia 
Wisconsin 
Wyoming 
Alaska 
Hawaii 
District of Columbia 
Puerto Rico 


Total 


[Millions of dollars] 


Primary, sec- 


ondary, and 


Interstate 


urban funds 


$18.7 $49. 3 | 
11.1 34. 1 
13.6 24.8 
51.1 254. 0 
14.5 19.4 
6 30. 5 
3.9 8.8 
15.1 64.8 
21.1 60.3 
9.1 17.3 
41.2 128. 2 
22. 1 72.1 
19.7 23.7 
18.8 22.4 
16.5 44.0 
14.6 46. 0 
1.9 12.9 
10.2 56.3 
17.2 69. 6 
32.0 98.3 
22. 1 47.1 
14.7 27.5. 
25. 5 71.3 
14.6 28.4 
15.3 15.4 
9 13. 1 
2 13.8 
17.5 xO. 9 
12.0 30.0 
59.6 23.8 
22.1 13.3 
10.4 11.1 
36. 7 162.9 
13. 6 43.3 
14.4 102. 0 
5.1 11.7 
a. 20. 6 
11.3 10.6 
19.2 74.1 
56.3 13.0 
8 23. 4 
8 23. 6 
17.7 105.9 
15.2 15.3 
10.0 = 
21.0 26.3 
Qf 26.0 
14.3 
5 24.8 
925.0 2, 500.0 


HEARINGS 


Total 


$68. 
45, : 
38. 
305. 
33. { 
39. 
12.7 


79 


81. 
26. 


169 
v4 
43 


41. 
60. ¢ 


x 
1v 
66 
SO 


130. : 


69 


42 


06. 


30 


Nnowonwonw recor sc 


De 


The Subcommittee on Public Roads held hearings on the progress 
and status of the highway program and on the Federal-Aid Highway 
Act of 1958 for 14 days during January, February, and March ot 1958, 
and on the estimates of costs submitted by the States, H. R. 12808, 
and other highway matters, on August 12, 13, and 15, 1958. 
mony was received from the Secretary of Commerce; the Federal 
Highway Administrator; various Members of Congress; governors; 
Federal, State, and local officials; and the principal organizations and 
parties interested in highway development. 


Testi- 








| 
| 
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DISCUSSION 


The committee gave careful consideration to the estimates of cost 
submitted by the States and the Secretary of Commerce for completing 
construction of the National System of Interstate and Defense 
Highways. It was alarmed over the apparent discrepancies between 
the estimates of highway costs for various States, particularly with 
respect to the lack of application of uniform geometric and construc- 
tion standards. These standards were adopted by the American 
Association of State Highway Officials on July 12, 1956, immediately 
after approval of the Federal-Aid Highway Act of 1956, in accordance 
with the provisions of section 108 (i) of that act. These approved 
standards were stated to be minimum standards of design and con- 
struction, as being necessary to effect orderly development of the 
highway facilities in accordance with the law and legislative intent, 
and that fixed maximum Federal standards might suggest rigid, 
inflexible obstructions that would hamper the construction and 
development program. 

The committee requested the General Accounting Office to study 
and examine the cost estimates submitted by certain States, and report 
to the committee on their accuracy based primarily on the standards 
used by the States and the uniform application of such standards, 
and the extent to which the standards were above or below the 
minimums approved by the Secretary of Commerce for the Interstate 
System. 

Accordingly, the General Accounting Office selected 11 repre- 
sentative States for detailed examination of the individual elements 
making up the State estimates of cost, and submitted a report on this 
study to the committee on May 16, 1958. This report was sub- 
stantially a factual analysis and comparison of basic elements on which 
the cost estimates were developed, and other factual data relative to 
the cost of the Interstate System. 

In all these matters the committee was vitally concerned, not 
necessarily that the standards were superior in some States, but that 
they were inferior in other States. The lack of uniformity of stand- 
ards of construction, geometric design, number of lanes, grade separa- 
tions, access points, and other factors raises questions as to the equity 
of apportionment of the funds between the States, whereby some States 
through large estimates will receive a high percentage of funds, leaving 
an inadequate amount to complete the system in other States, and 
require additional revenue or an extension of time to complete the 
program. 

The major concern of the committee, however, is to keep the pro- 
gress of the highway program on schedule and to effect savings in 
cost wherever possible by safeguarding against the unnecessary 
expenditure of Federal funds. In this connection, the committee is 
aware that the approved geometric design standards provide that 
“designs will generally be made to values as high as are commensurate 
with conditions, and values near the minimums will be used in design 
only where the use of higher values will result in excessive cost.” It 


is believed that continued surveillance of the program in accordance 


with this proriaon will tend to restrict extravagant design and exces- 


-sive cost. 


With some ‘degree of reasonable assurance that future apportion- 
ments will be made, and with a knowledge of the approximate times 
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and formula for such apportionments, the State highway departments 
and the Bureau of Public Roads can properly plan an orderly program 
of highway work. Planning well in advance of construction is 
essential for steady progress on the Interstate System, to avoid high 
and low peaks in construction activity and provide an efficent distri- 
bution of the work to obtain maximum utilization of construction 
seasons and available manpower and materials. Many States now 
have advance planning under way for fiscal years 1961 and 1962, 
particularly on the regular Federal-aid programs, which have been 
traditionally carried on on a biennial basis. The Federal-Aid High- 
way Act of 1958 provided authorization for these programs for fiscal 
years 1960 and 1961, and the apportionment for fiscal year 1960 
has already been made. 

The committee notes that the apportionment for fiscal year 1960 
was made on July 21, 1958, and that such apportionment for succeed- 
ing fiscal years should be made at least 12 months’ in advance"of the 
beginning of the fiscal vear for which funds are authorized. The 
following tabulation indicates the desirable time for making these 
apportionments. 


Desirable date 


Fiscal year Period covered for apportion- 
| ment 
| 
1961 : Tuly 1960-June 1961 | July 1959. 
1962. . July 1961-Jur "2 _ July 1960, 
1963 Pee cee socians July 1962-June 1963 ‘ : July 1961. 


It can thus be seen that the revised estimates of cost to be submitted 
to the Congress in January 1962 will only be available about 5 months 
before the beginning of the first fiscal year for which they are to be 
used as a basis for making the apportionment of funds to the States. 
The committee believes it desirable that this date for submission of 
this first revised cost estimate be advanced by at least 1 year. 

Approval of the cost estimate for an additional year will eliminate 
the uncertainty as to the formula that is to be used in apportioning 
funds for the Interstate System for fiscal year 1961, and will place 
the Interstate System on the same biennial basis as that for the 
regular Federal-aid programs. This will facilitate planning for future 
highway construction by the State highway departments and the 
Bureau of Public Roads, and permit more realistic determination of 
requirements for employment and training of personnel. Likewise, 
State legislatures that convene early in 1959 will be informed of the 
highway funds available for the following 2 years, which will assist 
them in considering necessary measures to provide State matching 
funds for construction of the Interstate System. 

The committee is proud of the accomplishments by the Bureau of 
Public Roads and the State highway departments on the Interstate 
System. It believes that the Federal Government is definitely com- 
mitted to this vast program, and must make every effort to assist in 
forwarding it to its successful completion. To that éxtent, the com- 
‘mittee has and will continue to keep careful surveillance over the 
operation of the program. 

The committee is cognizant that the estimate of cost submitted in 
January is the best estimate available at the’ present’ time, and a 
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revised estimate”under existing legislation will not be submitted until 
January 1962. Preparation of estimates of this nature require time 
and money. Submission of a new estimate cannot be expedited 
except by legislation. ‘The committee would not approve the adjust- 
ment of present estimates infany manner as equitable for making 
apportionment of funds to the States, but believes that approval of 
such estimates for 1 additional year is reasonable. «% 

Therefore, the committee recommends enactment” of H. R. 12808, 
with amendments, to provide for approval of the present cost esti- 
mates as a basis for apportionment of funds authorized for the Inter- 
state System to the States for fiscal year 1961, and advancing the 
date of submission of the revised cost estimate for completing the 
Interstate System by 1 year from January 1962 to January 1961. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law.,made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Pusiic Law 85-381, 85rH CoNnGREsSS 


FeperaAt-Aip Higuway Act or 1958 


SEC. 8. APPROVAL OF ESTIMATE OF COST OF COMPLETING THE 
INTERSTATE SYSTEM. 

The estimate of cost of completing the Interstate System in each 
State, transmitted to the Congress on January 7, 1958, by the Secre- 
tary of Commerce pursuant to the provisions of section 108 (d) of the 
Act approved June 29, 1956 (70 Stat. 374), and published as House 
Document Numbered 300, Eighty-fifth Congress, second session, is 
hereby approved as the basis for making the apportionment of the 
funds authorized for the Interstate System for [the fiscal year ending 
June 30, 1960] the fiscal years ending June 30, 1960, and June 30, 1961. 





Pusiic Law 627, 84TH CoNGREsS 
FreperRAL-Aip Hignuway Act or 1958 


pad. 16, * * * 

. * * oe 8 + * 

(d) APPORTIONMENT FOR SUBSEQUENT YEARS BASED Upon REVISED 
Estimates oF Cost.—All sums authorized by this section to be appro- 
priated for the fiscal years 1960 through 1969, inclusive, shall be 
apportioned among the several States in the ratio which the estimated 
cost of completing the Interstate System in each State, as determined 
and approved in the manner provided in this subsection, bears to the 
sum of the estimated cost of comoleting the Interstate System in all 
of the States. Each apportionment herein authorized for the fiscal 
years 1960 through 1969, inclusive, shall be made on a date as far in 
advance of the beginning of the fiscal year for which authorized as 
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practicable but in no case more than eighteen months prior to the 
beginning of the fiscal year for which authorized. As soon as the 
standards provided for in subsection (i) have been adopted, the 
Secretary of Commerce, in cooperation with the State highway de- 
partments, shall make a detailed estimate of the cost of completing 
the Interstate System as then designated, after taking into account 
all previous apportionments made under this section, based upon 
such standards and in accordance with rules and regulations adopted 
by him and applied uniformly to all of the States. The Secretary 
of Commerce shall transmit such estimate to the Senate and the House 
of Representatives within ten days subsequent to January 2, 1958. 
Upon approval of such estimate by the Congress by concurrent resolu- 
tion, the Secretary of Commerce shall use such approved estimate in 
making apportionments for the fiscal years ending June 30, 1960, 
June 30, 1961, and June 30, 1962. cT he Se cretary of Commerce shall 
make a revised estimate of the cost of completing the then designated 
Interstate System, after taking into account all previous apportion- 
ments made under this section, in the same manner as stated above, 
and transmit the same to the Senate and the House of Representatives 
within ten days subsequent to January 2, 1962.] The Secretary of 
Commerce shall make a revised estimate of cost of completing the then 
designated Interstate System, after taking into account all previous ap- 
portionments made under this section, in the same manner as stated 
above, and transmit the same to the Senate and the House of Re presenta- 
tives within ten days subsequent to January 2, 1961. Upon approval of 
any such estimate by the Congress by concurrent resolution, the 
Secretary of Commerce shall use such approved estimate in making 


apportionments for the fiscal year which begins next following the 
fiscal year in which such report is tre ansmitted to the Senate and the 
House of Representatives. Whenever the Secretary of Commerce, 
pursuant to this subsection, requests and receives estimates of cost 
from the State highway departments, he shall furnish copies of such 
estimates at the same time to the Senate and the House of Repre- 


sentatives. 


O 
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August 18) (legislative day, Auaust 16), 1958.—Ordered to be printed 


Mr. Hill, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 13254] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 13254) to protect the public health by amending the 
Federal Food, Drug, and Cosmetic Act to prohibit the use in food of 
additives which have not been adequately tested to establish their 
safety, having considered the same, report favorably thereon, with 
amendments, and recommend that the bill do pass. 


EXPLANATION 


The two amendments which this committee has added to the bill 
as passed by the House, which are discussed in detail below, do not in 
any way change the substance or content of the bill which passed the 
House of Representatives without dissent. They deal, not with the 
content of that bill, but with related problems regarding the ability of 
the Department of Health, Education, and Welfare to secure and re- 
tain the services of individuals unquestionably qualified to protect and 
to better the health of our people. 

In explanation of the bill sent us by the House, passage of which 
your committee recommends with additions but without change in 
any of its provisions, we would point out first that under existing law 
the Federal Government is unable to prevent the use in foods of a 
poisonous or deleterious substance until it first proves that the additive 
is poisonous or deleterious. To establish this proof through experi 
mentation with generations of mice or other animals may require 2 
vears or even more on the part of the relatively few scientists the Food 
and Drug Administration is able to assign to a particular problem. 
Yet, until that» proof is forthcoming, an unscrupulous processor of 
foodstuffs is perfectly fee to purvey to millions of our people food- 
stuffs containing additives which may or may not be capable of pro- 
ducing illness, debility, or death 


20006—58———1 
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Your committee is pleased to report to the Congress that an analysis 
of the hearings on this and related measures which have been held 
over a period of some 6 years shows clearly that an overwhelming 
percentage of our food processors and by this we mean the processors 
of well over 95 percent of the foodstuffs Americans eat—-have volun- 
tarily undert al ren, at — re ab lee xpense to the mse Ive Ss, to th oroughly 
test and prove safe to humans any additives they have considered 
adding to foods to ot them more appetizing, better keeping, more 
palatable, or otherwise improved. Nonetheless, existing law permits 
any processor who chooses to pay no heed either to the public’s health 
or to his continuance in one particular line of business to unfairly 
compete with responsible processors, to defy the Food and Drug 
Administration and to endanger the health of millions by using an 
untested additive for as long a time as it m: LV take for the Govern- 
ment to suspect the deleteriousness of his additives, schedule research 
into its properties and effects, and, finally—perhaps vears later—to 
begin the years-long experiments needed to prove the particular addi- 
tive safe or unsafe. This huge loophole is 1 of 2 flaws in existing |: aw 
which, through this measure, we are attempting to fill. This bill, i 
enacted, will require the processor who wants to add a new and un- 
proven additive to accept the responsibility now voluntarily borne 
by all responsible food processors of first proving it to be safe for 
ingestion by human beings. 

The second flaw in existing law which has proved detrimental to 
consumers, to processors, and to our national economy and which 
this bill seeks to remove is a provision which has inadvertently served 
to unnecessarily proscribe the use of additives that could enable the 
housewife to safely kee ep food longer, the processor to make it more 
tasteful and appetizing, and the Nation to make use of advances in 
technology calculated to increase and improve our food supplies. 
Your committee agrees with the Food and Drug Administration that 
existing law should be changed to permit the use of such additives as 
our technological scientists ms L\ produce and which may benefit our 
people and our economy when the proposed usages of such additives 
are in amounts accepted by the Food and Drug Administration as 
safe. The rulings of the Department of Health, Education, and 
Welfare on such questions are, of course, subject to judicial review. 
The concept of safety used throughout this bill centers on the question 
of whether a substance is safe for use with reference to the health of 
man or animal. As the repori of 4 Committee on Interstate and 
Foreign Commerce of the House « Re ‘presents itives states, “Safe LV 
requires proof of reasonable cert: Fa that no harm will result from 
the proposed use of an additive.’’ Conscious of the fact that any 
substance or, for that matter, any partic ‘ular food known to be good 
for the health of human bei ings can be deleterious to the health of an 
individual who insists on consuming inordinate amounts of it, the 
committee agrees with the Food and Drug Administration that, in- 
stead of insisting on proof beyond any possible doubt that no harm 
will result under any conceivable circumstances from the use of 
particular additive—which could, of course, occur if an individual 
decided to eat a pound of salt or drink 4 gallons of pure water in an 
hour—the test which should determine whether or not a particular 
additive may be used in a specific percentage of relationship to the 
volun e of the product to which it might be added should be that of 
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reasonable certainty in the minds of competent scientists that the 
additive is not harmful to man or animal, subject to the procedural 
safeguards provided in the bill which assure the right to hearing and 
judicial review. 

The bill, the passage of which your committee recommends, would 
correct both of these flaws in existing law. It would put upon the 
processor rather than our Government the burden of proving that a 
newly discovered substance which a processor of foodstuffs proposes 
to add to the food we eat is safe. It would make possible the use of 
additives discovered by our scientists which, having been adjudged 
safe for humans and animals when used in or within certain quantita- 
tive limits, could materially advance our ability to make more whole- 
some foods available to more people at all seasons and, perhaps, we 
hope, te assure to ourselves and others the ability to stoc ie supplies 
of healthful and appetizing foods over such long periods of time as 
emergencies might make either desirable or essential. 


HISTORY OF LEGISLATION 


This bill, the passage of which your committee recommends as 
urgent, is the product of some 6 years of the most extensive and in- 
tensive hearings on le ‘gisl: itive proposals i in a particular field of which 
we have knowledge. To us it represents the workings of a free 
society at its best. Through public hearings, carried on over a period 
of 6 years, not only in every one of those 6 years but in every part of 
the country as we ‘ll, the Committee on Interstate : and Fore ign Com- 
merce of the House of Representatives was able to effect a meeting of 
minds _ to send us a bill which has the support net only of those 
required by law to protect the Nation’s health—the officials of the 
Food and Drug Administration—but also of the overwhelming major- 
ity of all those engaged in processing and selling the foodstuffs essential] 
to the Nation’s health. 

Passage of this bill is strongly recommended not only by the 
executive branch of our Government but by each of the organizations 
connected with the processing and distribution of foods listed below: 

National Canners Association 
National Dairy Products Corp., Kraft Foods division 
Grocery Manufacturers of America 
Millers National Federation 
American Bakers Association 
Manufacturing Chemists Association 
Dairy Industry Committee, speaking for 
The American Butter Institute 
The American Dairy Milk Institute 
The Evaporated Milk Association 
The International Association of Ice Cream Manufacturers 
The Milk Industry Foundation 
The National Cheese Institute 
The National Creameries Association 

During the 8Ist Congress, a Select Committee To Investigate the 
Use of Chemicals in Foods and Cosmetics (better known as the De- 
laney committee, named after its chairman, Congressman James J. 
Delaney) was created in the House of Representatives to study the 
need to amend the present Federal Food, Drug, and Cosmetic Act in 
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this respect. After extended hearings, the committee on June 30, 
1952, filed a report (H. Rept. No. 2356, 82d Cong., 2d sess.) urging 
amending the present law so that chemicals employed in or on foods 
would be subjected to substantially the same safety requirements 
as exist in the law for new drugs. 

Bills to accomplish the objectives of that report were introduced by 
Congressman Delaney and referred to that committee during the 83d 
Congress and subsequent Congresses, and other Members of Congress 
introduced numerous bills differing from the prototype bills primarily 
with respect to agency procedure and judicial review. 

During tl e 83d Congress, that committee held hearings and reported 
favorably related legislation providing for the pretesting of, and the 
establishment of safe tolerances for, pesticide chemicals. Tl is bill 
was enacted into law (Public Law 518, 83d Cong.). 

During the 2d session of the 84th Congress, the Subcommittee on 
Health and Science of the Committee on Interstate and Foreign Com- 
merce of the House of Representatives, under the chairmanship of the 
late full committee chairman, J. Percy Priest, held 5 days of hearings 
on 10 bills dealing with chemical additives in and on food. The hear- 
ings indicated basic agreement with regard to the need for chemical 
additive legislation, but also considerable disagreement with regard to 
the agency and judicial review procedures to be followed in determin- 
ing the safety of chemical additives. This disagreement was not 
resolved, and no chemical additive legislation was enacted during the 
84th Congress. 

During the 85th Congress, that subcommittee held 11 days of hear- 
ings on 9 related bills. The hearings included 2 days of testimony 
by a panel of outstanding scientists and experts selected by the 
National Academy of Sciences at the request of the subcommittee, 
to give the subcommittee scientific background with regard to the 
testing and evaluating of chemical additives. The subcommittee 
also heard witnesses from industry, labor, and consumer organizations, 
representatives from the Department of Health, Education, and Wel- 
fare, including those from the Food and Drug Administration, and the 
chief judge of the third judicial circuit appearing on behalf of the 
Judicial Conference of the United States. 

As a result of those hearings and after consideration of the many 
related bills on this subject before the subcommittee, its chairman, 
Congressman John Bell Williams of Mississippi, introduced a clean 
bill (H. R. 13254) which was re ported unanimously by the ilies 
mittee to the full Committee on Interstate and Foreign Commerce of 
the House of Representatives. Th:t bill with 1 minor committee 
amendment which we shall discuss below passed the House without 
dissent and with the 2 amendments added by your committee is the 
bill now under consideration. 


PRINCIPAL PROVISIONS OF LEGISLATION 


Substances covered by legislation 

Pretesting is required under this legislation only with respect to 
those food additives which are not generally recognized among 
competent experts as having been adequately shown to be safe 
under the conditions of their intended use. An additive may be 
shown to be safe either by means of scientific procedures (including 
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a review of the existing scientific literature) or, in the case of sub- 
stances in use prior to January 1, 1958, also by means of experience 
based on common use in food. 

The legislation covers substances which are added intentionally to 
food. These additives are generally referred to as “intentional 
additives.” 

The legislation also covers substances which may reasonably be ex- 
pected to become a component of any food or to affect the character- 
istics of any food. ‘These substances are generally referred to as 
“incidental additives.” 

The principal examples of both intentional and incidental additives 
are substances intended for use in producing, manufacturing, packing, 
processing, preparing, treating, packaging, transporting, or holding 
food. 

On the other hand, substances which may accidentally get into a 
food, as for exam ole, paints or cleaning solutions used in food proces- 
sing plants, are not covered by the legislation. These additives are 
generally referred to as ‘‘accidental additives,” since these substances 
if properly used may not reasonably be expected to become a com- 
ponent of a food or otherwise to affect the characteristics of a food. 
If accidental additives do get into food, the provisions of the Food, 
Drug. and Cosmetic Act dealing with poisonous and deleterious sub- 
stances would be applicable. 

Sources of radiation (including radioactive isotopes, particle 
accelerators and X-ray machines) intended for use in processing 
food are included in the term ‘‘food additive’? as defined in this 
legislation. 

Exempted from the scope of the legislation are (1) pesticide chemi- 
cals in or on raw agricultural commodities which are already covered 
by the pesticide che ‘micals amendment to the Federal Food, Drug, 
and Cosmetic Act (Public Law 518, 83d Cong.); (2) residues of pesti- 
cide chemicals uns ati ibly remaining on proc essed foods not in 
excess of tolerances prescribed by F ‘ood and Drug Administration for 
raw agricultural commodities; and (3) substances already approved 
under the provisions of the Federal Food, Drug, and Cosmetic Act 
or the Meat Inspection Act of March 4, 1907. 


The Secret: uy is given authority by this legislation to exempt by 
regulation food additives for investigational use by qualified experts 
whe ‘n consistent with the public health. 


Re qulation to establish safety 

A regulation prescribing the conditions under which an additive may 
be safely used may be issued by the Secretary of Health, Education 
and Welfare either on the basis of a petition filed by any person 
(ordinarily the manufacturer of the additive) or on the Secretary’s 
own initiative. 

The petition would set forth the name and all pertinent information 
concerning the additive, including, where available, its chemical 
identity and composition; full reports of scientific investigations of 
safety for use; the conditions of the proposed use of such additive; all 
relevant data bearing on the physical or other technical effect such 
additive is intended to produce; the quantity required to produce 
such effect; when requested by the Secretary, the methods used to 
produce the additive; and a des scription of practices able methods to 
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determine the quantity of such additive left in or on food because 
of its use. 

In addition, upon request of the Secretary, the petitioner would be 
required to furnish (or, if he is not the manufacturer of the additive, 
to have the manufacturer furnish) to the Secretary a full description 
of the methods, facilities, and controls used for the production of the 
additive. Samples of the additive or its components, or of the food 
in which it is to be used, would also have to be furnished if requested 
by the Secretary. 

Trade secrets supplied to the Secretary would be protected under 
this legislation from unauthorized disclosure by departmental per- 
sonnel, 

The secretary would either, by order, establish a regulation pre- 
scribing the conditions under which such additive may be safely used, 
or he would, by order, deny the petition and notify the petitioner of 
the reasons for such action. Such orders would be issued within 90 
days after the date of filing of the petition unless the Secretary, by 
written notice to the petitioner, extends such period for not more 
than an additional 90 days to enable him to study the petition. 
Conce pt of safety 

The concept of safety used in this legislation involves the question 
of whether a substance is hazardous to the health of man or animal. 
Safety requires proof of a reasonable certainty that no harm will 
result from the proposed use of an additive. It does not—and 
cannol require proof bevond any possible doubt that no harm will 
result under any conceivable circumstance. 

This was emphasized particularly by the scientific panel which 
testified before the subcommittee. The scientists pointed out t 
it is impossible in the present state of scientific knowl dge Lo establish 
with complete certainty the absolute harmlessness of any chemical 
substance. 

In determining the “safety” of an additive. scientists must take into 
consideration the cumulative effect of such edditive in the diet of man 


or animals over their respective life spans together with any chemi- 


cally or pharm ecologically related substances in such diet. Thus, 
the safety of a riven additive involves informed judgments bas d on 
educated estimates by scientists and experts of the at ticipated i Ces- 
tion of an additive by man and animals under likely patterns of use. 

Reasonable certainty determined in this feshion that n additive 
will be safe, will protect the public health from harm and will permit 


sound progress in food technology. 
sl - = ] . 4 7 * . e ¢ . : aie e 41 
The legislation adopts this concept of satiety DV requiring the 


secretary to consider in addition LO informatio. with r | ra 
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specine additive in question, among others, the following reievant 
factors: the probable consumptiol of the idditive and of any 
substance formed in or on food because of the use of such additive; 
2) the cumulative effect of such additive in the diet of man or animals, 
- ; ee ae 
taking into account any chemically or pharmacological related 
substances in such diet: and (3) safetv factors which qualiicd experts 
consider appropriate for the use Of animal e TUNel LION ¢ 
In determining the safety of an additive, the Secretary ¥ c have 
7 =e ee cs 4 a8 rai se ad 
to consider not only the food to which the additive 1s Cirectiv adaer 
but also other foods derived from such foods Hor example, In evaiu- 
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ating the safety of an additive for poultry reed, Cire OCT i Oli 
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have to consider any residues that might appear in eggs produced by 
the poultry. Similarly, in determining the safety of additive-treated 
cattle feed, account would have to be taken of residues of the additive 
in the milk or edible flesh of the animal. 

Since the scientific investagation and the other relevant data to be 
taken into consideration by the Secretary include information with 
respect to possible cancer causing characteristics of a proposed addi- 
tive, the public will be protected from possible harm on this count. 


Grounds for denial of petition 

The Secretary would deny a petition to establish the safety of an 
additive if the data before the Secretary fail to establish that the 
proposed use of the additive under the specified conditions of use will 
be safe. 

The Secretary could also deny a petition on the ground that the 
proposed use of the additive would promote deception of the con- 
sumer in violation of the Federal Food, Drug, and Cosmetic Act or 
would otherwise result in adulteration or in misbranding of food within 
the meaning of the Food and Drug Act. 

Tolerance limitations 

In the case of an additive which, in the judgment of the Secretary 
based upon a fair evaluation of the data before him, requires a tolerance 
limitation in order to assure that the proposed use of such additive 
will be safe, the legislation establishes two standards: 

(1) The Secretary may not fix such tolerance limitation at a 
level higher than he finds to be reasonably required to accomplish 
the physical or other technical effect for which such additive is 
intended; and 

(2) The Secretary may not establish a regulation for such pro- 
posed use if he finds upon a fair evaluation of the data before him 
that such data do not establish that such use would accomplish 
the intended physical or other technical effect. 

The phrase “physical or other technical effect”’ refers to the objective 
effect which the additive may have on the appearance, flavor, texture, 
or other aspects of a food. The question of whether an additive pro- 
duces such effect (or how much of an additive is required for such 
effect) is a factual one, and does not involve any judgment on the part 
of the Secretary of whether such effect results in any added “‘value”’ to 
the consumer of such food or enhances the marketability from a 
merchandising point of view. 

Public hearings 

Any person adverse ly affected by an order of the Secretary may file 
objections ; thereto and request a public hearin At such hearings the 
Secretary would receive evidence relevant pe material to the issues 


rast ( and would by order act upon such objections. 


ose ie ‘ 
Ju Midst Teview 
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ihe problem of the scope of judicial review unde this legislation 
an import It was discussed exhaustivel) Dy several Wit- 
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testified on behalf of the Judicial Conference of the United States. 
}our committee acrees tah thiii ein that aie: Sereeaaes ’s findings 
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without taking account of contradictory evidence of possibly equal 
or even greater substance. 

Following the appearance before it of a panel of outstanding 
scientists, the House subcommittee expressed itself as impressed with 
the wide range of scientific judgment factors which are involved in 
determining the safety of a food additive. Considering the eminent 
qualifications of all the scientists and experts who participated in 
these panel hearings, the scientific testimony of any one of the partici- 
pants must be considered “substantial evidence.’ Nevertheless, any 
conclusions based solely on the scientific judgment of any one of the 
participants without taking account of contradictory scientific views 
expressed by other participants cannot be considered conclusions 
based upon a fair evaluation of the entire record. 

Thus, under this legislation, the Secretary’s findings of fact and 
orders based thereon must be based upon a fair evaluation of the 
entire record. The commiitee adopted the language ‘fair evaluation 
of the entire record’ because it seemed to express most clearly the 
standard of judicial review of administrative findings of fact and orders 
based thereon which the committee feels should prevail. 

The bill provides that the reviewing court shall not sustain the order 
of the Secretary if he failed to base such order upon a fair evaluation 
of the entire record at such hearing, or if he failed to include in such 
order a statement setting forth in detail the findings and conclusions 
upon which the order is based. ‘The court must sustain the findings 
of the Secretary with respect to questions of fact if based upon a fair 
evaluation of the entire record. 

Judicial review of any order of the Secretary under this legislation 
may be obtained in the United States court of appeals for the circuit 
wherein appellant resides, or has his principal place of business, or in 
the United States Court of Aisneale for the District of Columbia. 

As the House committee’s report makes clear, the specific language 
of this bill—‘“‘fair evaluation of the entire record’’—represents a new 
standard of judicial review, which differs from the standard of “sub- 
stantial evidence on the record as a whole” that has heretofore been 
the criterion. The chairman of the House subcommittee that drafted 
and reported the bill, Hon. John Bell Williams, used the following 
words in explaining to the House this significant change in existing law: 

Ever since the Congress began delegating regulatory 
functions to administrative agencies of the Government there 
has been disagreement among lawyers as to the fairness of the 
procedures under which the agencies operate. In 1946, the 
Administrative Procedure Act was passed in an effort to 
formalize the day-to-day rulemaking and regulatory proce- 
dures of Government agencies. The 1946 act provides that 
unless the findings of fact upon which administrative orders 
are based are supported by ‘‘substantial evidence”’ a Federal 
court of appeals can reverse the order of the administrative 
agency. Court decisions have required that an administra- 
tive agency must give consideration to the entire record, 
including contradictory evidence, when it determines facts. 

Manufacturers of food and of food additives have mani- 
fested concern that under an administrative type of control 
over the use of food additives, such as is provided by H. R. 

3254, it would be possible for the institutional decisions of 
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the Secretary of Health, Education, and Welfare to be based, 
for example, more upon the personal convictions of scientists 
employed by the Food and Drug Administration regarding 
the safety of an additive than upon the inferences fairly to 
be drawn from the scientific evidence of record. H. R. 
13254 provides that orders regarding the use of food additives 
must ‘‘be based upon a fair evaluation of the entire record.” 
The committee has endeavored to prescribe a new statutory 
criterion requiring that a high standard of fairness be ob- 
served in administrative rulemaking under this bill. Per- 
sonal attitudes or preferences of administrative officials could 
not prevail on the basis of being supported by substantial 
evidence picked from the rec ord without regard to other 
evidence of probative value in the record. .T he United States 
Courts of Appeals will be able to enforce this high standard 
by determining whether the Secretary of Health, Education, 
and Welfare has given appropriate consideration to the infer- 
ences which should fairly be drawn from all of the evidence 
of record. 
Effective date 

This legislation will, except as hereinafter stated, take effect on the 
date on which it is enacted. Thus the Food and Drug Administration 
can immediately begin making determinations as to the safety of food 
additives. 

However, since it will take a certain amount of time to make these 
determinations of safety, the provisions of section 3 of the legislation 
(which will have the effect of permitting seizure, injunction suits, and 
criminal prosecutions on account of the shipment in interstate com- 
merce of an additive, or food containing an additive, which has not 
been determined to be safe) will not take effect until 180 days after 
the enactment of this legislation. 

A further exception is made in the case of any particular commercial 
use of a food additive if such use began before January 1, 1958. In 
the case of such use, section 3 would take effect either on the estab- 
lishment of an order with respect to the safety of such use, or 18 
months after the date of enactment of the legislation (unless extended 
by the Secretary for not more than an additional 12 nna which- 
ever date occurs first. 

Meat inspection 

The bill as amended provides that nothing in this legislation shall 
be construed to exempt any meat or meat food product or any person 
from any requirement imposed by or pursuant to the Meat Inspection 
Act of March 4, 1907. This provision would leave unaffected the 
jurisdiction of the Department of Agriculture with respect to the use 
of food additives in meat or meat food products in establishments 
which are subject to the Meat Inspection Act. 


DEPARTMENTAL REPORT 
The report of the Secretary of Health, Education, and Welfare on 


5. 4193, sponsored by Senator Hill and Senator Smith of New Jersey, 
which is identical, save for the nonsubstantive amendments added 


8S. Rept. 2422, 85-2——-2 
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by your committee and one amendment accepted by the committee 
on the House of Representatives and discussed below, is as follows: 


DeparRTMENT OF Heatru, EpucaTIon, AND WELFARE, 
July 29, 1968. 
Hon. Lister Hu, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrmMan: This is in response to your request for a 
report on S. 4193, a bill to protect the public he alth by ame nding the 
Federal Food, Drug, and Cosmetic Act to prohibit the use in food of 
additives which have not been adequately tested to establish their 
safety. 

S. 4193 is in substantial agreement with S. 1895 which was drafted 
in this Department and submitted to the President of the Senate 
with our letter of April 5, 1957 (copy enclosed). The discussion of 
the principal features of the draft bill, which accompanied our letter 
of April 5, would apply in general to S. 4193 

We understand that S. 4193 is identical with H. R. 13254, the bill 
drafted by the House Committee on Interstate and * Commerce 
after it held extensive hearings on food additives legislation. In our 
letter of July 11, 1958, to the chairman of the House Committee on 
Interstate and Foreign Commerce, we endorsed H. R. 13254 and it 
has now been reported favorably by the House committee. 

S. 4193 would accomplish the public health benefits that we en- 
visioned in drafting proposed legislation last year. We urgently 
recommend its enactment or the enactment of H. R. 13254 at this 
session of Congress. 

In view of the urgency, time has not permitted the submission of 
this report to the Bureau of the Budget in accordance with the usual 
procedure. 

Sincerely yours, 
Exxiot L. RicuHarpson, 
Assistant Secretary. 
AMENDMENTS 


Two amendments made by your committee to the bill as passed by 
the House are expl: ained be low. We would like, in addition, to call 
attention to the fact that the Committee on Interstate and Foreign 
Commerce of the House of at ‘presentatives, before bringing the bill 
to a vote in the House, decided to add to its previously approved bill 
the provision which appears on page 8 of the House-passed bill (lines 
10 to 15) and reads as follows: 


Provided, That no additive shall be deemed to be safe if it is 
found to induce cancer when ingested by man or animal, or 
if it is found, after tests which are appropriate for the 
evaluation of the safety of food additives, to induce cancer 
in Man or animal; 


Your committee, which has the responsibility in the Senate of con- 
sidering all legislation primarily relating to the health of our people, 


is well aware and thorou: rhily approving of the vast amount of time 
oe 1 4 Pe 1 

and energy which Congressman Delaney, author of that amendment, 

has di voted t » the heht acainst cancer and fo our attempts to find 


its cause and cure. We have no obj ctions to that amendment what- 


os 





ae eee 
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soever, but we would point out that in our opinion it is the intent and 
purpose of this bill, even without that amendment, to assure our 
people that nothing shall be added to the foods they eat which can 
reasonably be expected to produce any type of illness in humans or 
animals. We applaud Congressman Delaney for having taken this, 
as he has every other opportunity, to focus our attention on the 
cancer-producing potentialities of various substances, but we want the 
record to show that in our opinion the bill is aimed at preventing the 
addition to the food our people eat of any substances the ingestion of 
which reasonable people would expect to produce not just cancer but 
any disease or disability. In short, we believe the bill reads and 
means the same with or without the inclusion of the clause referred to. 
This is also the view of the Food and Drug Administration. 

The first of the amendments added to the bill by your committee 
appears on page 15 as section 8 of the bill. It would increase the 
salary of the Commissioner of Food and Drugs from $17,500 to $20,000. 
In recommending this increase, the Department of Health, Education, 
and Welfare set forth its reasoning in a memorandum to the committee 
which we set forth herewith. 

JuLy 24, 1958. 


MrEMORANDUM TO THE COMMITTEE ON LABOR AND Pusiic WELFARE, 
Unirep STATes SENATE 


SALARY OF THE COMMISSIONER OF FOOD AND DRUGS 


The position of Commissioner of Food and Drugs is currently 
classified as GS-18, which carries a salary of $17,500. In the light 
of the scope and complexity of the program administered by the 
Commissioner of Food and Drugs the Department of Health, Educa- 
tion, and Welfare believes that his salary should be increased to 
$20,000. 

The importance of such an increase in the salary of the Commis- 
sioner of Food and Drugs has now been accentuated by the provision 
of the recent Classified Pay Act under which five much-needed scien- 
tific supergrade positions have been assigned to the Food and Drug 
Administration. Two of these positions will carry salaries higher 
than the current salary of the Commissioner; three will carry the 
same salary. 

Statutory language to provide for the proposed increase is attached. 


Evuiot L. RicHarDson, 
Assistant Secretary. 


Your committee not only agrees with the Department but also 
believes the recommended action to be long overdue. We unani- 
mously recommend its approval. 

The second amendment adopted by the committee has to do with 
key personnel attached to the National Institutes of Health. It 
appears as section 9 on page 15 of the bill. It does not change the 
mi ximumM salary limitations under that section of the act it amends, 
nor does it increase the total number of supergrade positions allocated 
by the Congress to the National Institutes of Health. It merely 
clarifies the intent of the Congress that, just as in the case of the re- 
cently enacted National Aeronautics and Space Act in which that 
intent was explicitly set forth, so too in the case of the National Insti- 
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tutes of Health do we intend to permit the employment in these key 
positions of men with superior executive and administrative skills 
as well as men with superior scientific and professional] skills. 


CHEMICAL PRESERVATIVES 


During the committee’s deliberations on this measure, Senator 
Goldwater questioned Commissioner Larrick of the Food and Drug 
Administration concerning the Department’s policies and regulations 
with respect to preservatives which might be added to cantaloups 
and other produce of the soil after harvesting. While those questions 
are the subject of other legislation already on the statute books and do 
not relate to the measure before us, the committee believes that the 
explanation given by Commissioner Larrick concerning current law, 
policies, and regulations bearing on that problem may well be of in- 
terest to individuals concerned with any aspect of legislation dealing 
with the safety of foodstuffs. Therefore, and in response to Senator 
Goldwater’s request, the committee is happy to include in this report 
that confirmatory letter sent by Commissioner Larrick to the chair- 
man of this committee which sums up the Commissioner’s replies to 
Senator Goldwater’s questions. It is as follows: 


DeparRTMENT OF Hrattu, Epucation, AND WELFARE, 
August 15, 1958. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: This confirms the statement I made today 
before the Committee on Labor and Public Welfare in response to 
questions by Senator Goldwater about the required declaration of the 
presence and the names of chemical preservatives on cantaloups and 
other produce of the soil. 

Cantaloups and other produce of the soil are not required to have 
a sticker label on them for this purpose. If they are treated with a 
pesticide chemical after harvest to prevent deterioration, it is enough 
that the shipping container has a label giving this information. If the 
cantaloups are taken away from the containers for retail sales display, 
all we require is that there be a counter card containing the infor- 
mation. Each melon need not be marked. 

Pesticide chemicals applied before harvest are used under spray 
schedules and other safeguards developed by the Department of 
Agriculture and disseminated by the county agents, and by labeling 
on the pesticides themselves. Since the packing-shed operator 
ordinarily has no means of knowing what pesticides may have been 
used in growing all the fruit he buys, we have issued an exempting 
regulation recognizing that it is impractical for him to label fruit 
with information as to the preharvest treatment. We could not extend 
this exemption to postharvest treatments because we could not make 
the statutory finding that the label declaration was impractical. 

We have recognized that it may be impractical in the retail store 
to name on the counter card the pesticides on citrus fruit, and have 
proposed a regulation to require that the counter card have only the 








FOOD ADDITIVES AMENDMENT OF 1958 13 


information that a preservative has been used, but not the name of the 
preservative. 
Sincerely yours, 
Geo. P. Larrick, 
Commissioner of Food and Drugs. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FEDERAL FOOD, DRUG, AND COSMETIC ACT, AS AMENDED 


AN ACT To prohibit the movement in interstate commerce of adulterated and 
misbranded food, drugs, devices, and cosmetics, and for other purposes 


’ 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


Cuaptrer I—Suort Tire 


Section 1. This Act may be cited as the Federal Food, Drug, and 
Cosmetic Act. 
Cuapter I]—DeEFINITIONS 


Sec. 201. For the purposes of this Act— 

* * * * * * cS 
(s) The term ‘food additive’ means any substance the inte nded USE of 
w gs results or may reasonably be expected to result, directly or indirect tly, 
un s becoming a component or otherunse affecting the characteristics of 
aaa (including any substance intende l for use in producing, manu- 
Jact uring, packing, proce ssing, preparing, treating, packaging, trans- 
porting, or hol ling food; an d including any source? of xsi intended 
for any such use), if such substance is not generally recognized, among 
experts qual ified by scientific training and experience to evaluate its 
safety, a s having been ade quately shown through sev ntifie procedures 
or, “ the CAKE of a substance used in food prior to January i 1958, 
through either scientific procedures or « rperie nee based on common use 
in food) to be safe under the conditions of its intended use: exce pt that 

such term does not include 
(Ly) @ pesticide chem ical in or On a raw agricultural commodity; 


(2) a pesticide chemical to the extent that it is intended for use 
or is used in the production, storage, or transportation of any rau 
agricultural commodity; or 

(3) any substance used in accordance with a sanction or approval 
q? ‘canted prior to the enactment of this paragraph pursuant to this 
Act or the Meat Inspection « lc a March 4 4, 1907 (84 Stat. 1260), as 
amended and extended (21 U. S. C. 71 and the follows ing). 

(t) The term “safe ” as used in Ocal (s) of this section and in 
section 109, has reference to the helath of man or animal. 


* *k * * * 
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Cuapter I]]—Prouipirep Acts AND PENALTIES 
PROHIBITED ACTS 


Sec. 301. The following acts and the causing thereof are hereby 
phohibited: 


* * * * * K * 


(j) The using by any person to his own advantage, or revealing, 
other than to the Secretary or officers or employees of the Department 
or to the courts when relevant in any judicial proceeding under this 
Act, any information acquired under authority of section 404, 409, 
505, 506, 507, or 704 concerning any method or process which as a 
trade secret is entitled to protection. 


CuaptTer [V—Foop 
* * * * * * * 
ADULTERATED FOOD 


Sec. 402. A food shall be deemed to be adulterated 

(a) (1) If it bears or contains any poisonous or deleterious sub- 
stance which may render it injurious to health; but in case the sub- 
stance is not an added substance such food shall not be considered 
adulterated under this clause if the qui untity of such subst: anc e in sue > 
food does not ordinarily render it injurious to health; or (2) (A) if 
bears or contains any added poisonous or adde d deleterious substance, 
Te xcept j except a pesticide chemical in or on a raw agricultural 
Lcommodity J comin vdity an d ¢ rcept a food additive ) whie h is unsafe 
within the meaning of section 406, or (2) if it is a raw agricultural 
commodity and it bears or contains a pesticide chemical which 1s 
unsafe within the meaning of section [408 (a)] 408 (a), or (C) af 
it is. or it bears Ol contains. any 400 Yi addi tive which 1S unsaye within the 
meaning of section 'O9: Provi led. That where a pe shicide chemical has 
been used i im Or on @ raw agri tural commodity 7 conformity with an 
exemption granted or a tolera nee prescribed under section JOS and such 


raw a jricultura commodity has been subjected to Processtng such (Us 


can? nd, cooking, tre 17 g de hydrating, or milling, the residue of such 
pestic de chem ical Te maining i) Or on s ich proce ssed food shall. 10 tuwith- 
standing th Drovisi mS OF Sé ction 106 and 109, not he dee med Ww? sate if 
such res du un Or On the PAW adi reuli tral commodity has heen removed 
to the extent possible in good manufactur ng pra fice and the concentra- 
tion oft sue] re cada 1) thy proce VN¢ ] food when ready ly eat is not qreate) 
than “the tolerance prese? ihed tor thr raw agricul ural commodity: or 
3) 1f it consists in whole or in part of any filthy, putrid, or decom- 
posed substance, or if it is otherwise unfit for foe or (4) if it has 
been prepar “cd, pac k ed, or held under insanitary conditions whereby 
it may have become contaminated with filth, or whereby ; may have 
been rendered injurious to health; or (5) if it is, in whole or in part, the 
pi ‘oduet of a diseased an imal or of an anima! which has died other- 


maa ; : -— 
wise than by sla uc hter: or (6) 1f its contaimer is composed, in whole 


c } } E ] , . 
or mm part, Of any poisonous or deleterious substance Ww hicl 1 may rendet 


ae al ; . nee y 
the contents injurious to health; or (7) 7f at has bee inten tionally 
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subjected to radiation, unless the use of the radiation was in conformity 
uith a regulation or exemption in effect pursuant to section 409. 
* * * * * * * 


TOLERANCES FOR POISONOUS INGREDIENTS IN FOOD AND CERTIFICATION 
OF COAL-TAR COLORS FOR FOOD 


Src. 406. (a) Any poisonous or deleterious substance added to any 
food, except where such substance is required in the production 
thereof or cannot be avoided by good manufacturing practice ” ill 
be deemed to be unsafe for purposes of the application of cl ause (2) (A) 
of section 402 (a); but when such substance is so required or » ena 
be so avoided, the Secretary shall promulgate regulations limiting 
the quantity therein or thereon to such extent as he finds necessary 
for the protection of public health, and any quantity exceeding the 
limits so fixed shall also be deemed to be unsafe for purposes of the 
applic ation of clause (2) (A) of section 402 (a). While such a regula- 
tion is in effect limiting the quantity of any such substance in the 
case of a food, such food shal! not, by reason of bearing or con- 
taining any added amount of such substance, be considered to be 
adulterated within the neaning of clause (1) of section 402 (a). In 
determining the quantity of such added substance to be tolerated i 
or on different articles of food the Secretary shall take into account 
the extent to which the use of such substance is required or cannot 
be avoided in the production of each such article, and the other ways 
in which the consumer may be affected by the same or other poisonous 
r deleterious substances. 


+ Be * ok * * 
FOOD ADDITIVES 


[ nsafe Food 4 Additive 8 


Sec. 409. (a) A food additive shall, with : spect to any particular use 
or intended use « if such additives. be deemed to be w af for the purposes of 
the apaliation ( if ¢ lau ( a ( a section LUZ ((L), UW? I, &S8 

(7 it and its use or intended use conform to the terms f an 
CLEn pti m which is in ¢fhecl pursuant to ubsection (7) of this section: 
y there 1S in ( tf f f. ain / it and its Use OF ) ten led Use a) in 
( } f rl ita il ith qd 7 qulati } 7 SS 7L¢ d a ley th 1S Sé€¢ H07 pre eer ha ig 

t}) CO] ditt PIS unde } wpa ich such additt 1? 7 ry hy sate ny used. 
Wh ) ( uch ad requlati 7 ( ating to (1 food additi ( 1S nN ree F ad fo d shall 
if cE } VW reaso} f he } " gore mntaing q SUL } (i ¢ d lity % 1) aceorda) Ce % “th 
th regulation . NE CO} 0 lered adulte the lunuthin the 7 eaning of clause | i) 

( / ‘ fy ] A (] 
P titi yn To Establish Safe fy 

h / An y person may, with res pec f to anu inte nded use of a fi od. 
additrr B file 4 ith the Secretar y a pe hition pre posing the 1&8 uUaNCE of a 
re qulation pre SC) ibing the con dit LOnNS uM) de °° wh ich ‘ uch additive i" ay be 


) ' 
Cite Wy wed. 








16 FOOD ADDITIVES AMENDMENT OF 1958 


(2) Such petition shall, in addition to any explanatory or supporting 
data, contain 

A) the name and all pertinent information concerning such food 
additive, including, where available, its chemical identity and 
composition; . 

(B) a statement of the conditions of the proposed USE of such 
additive, including all directions, recommendations, and suggestions 
proposed — for the use of such additive, and including specimens of 
ats proposed labeling; 

(C) all relevant data bearing on the physical or other technical 
effect such additive is intended to produce, and the quantity of such 
additive required to produce such effect; 

(D) a description of practicable methods for determining the 
quantity of such additive in or on food, and any substance formed 
an F on food, because . ats 1 use? and 

) full reports of investigations made with respect to the safety 
ade USE of such additive, inclu ling full informe ttion as to the methods 
‘and controls used in con hh ucting such investigations. 

(3) Upon request of the Secretary, the petitioner shall furnish (or, af 
the petitioner 2 Ss not the manufacturer ot such ade litive ‘ the petitioner shall 
have the manufacturer of such au lditive furnish, without disclosure to the 
petitioner) ad full description of f the methods used in, and the facilities 
and controls used for, the productio yn of such additive. 

CA 8 pon req test of the Secretary, the pel titioner shall furnish samples 
of the food additive involved. or articles used as compon vents thereof, and 
of t the for din or on which the additive is proposed to be used. 

(5) Notice of the regulation propose d by the petitioner shall be published 


im dene ral lé PINS by the Ne Cre ta) y iw ith Lf th rly GAYS a} le r filing. 


( ] The Ne Cire ta? U shall 
{ A h / orde) ( stablish a red Hatio nm { yr} ether or not in accord with 
th il Propose d by the pe titione? ) pre SC] ib? Ld, with re Spe ct to one or 
more propose d WSes of thee food a Idi tine ‘nvol y d. the C0? diis, Ns U? de r 


} y* 


or a ‘ 
which such additi ive mM LY be sayvely used (7CLUALNG, bh tt nol li mil ted 


to. spec 17iCca 1140 © as lo the Dp rhc ul 17 for 1 o7 ela SeS8 of food mn or in 
wh ‘ch SU h addit a may be MN d. the } axa mum qu ntily Ww hi ich m Ly 
be used or pe? mitte d to remain in or on suc Ah lo as: the manner in 
which such additive may be added to or used in or on such food, and 
any directi pS Or other / the ling or pa j Lil g requ re ments for -— 
ag ditoae deen d neceSSary h Mf fi a t ) ASS Use the sat fis of v ich UNE 

a? d sh all no tifiy the pe f itione re f uel orde } and the PTEASONS for oe 


action: or 
B by O7 ie r de / Y the petition, ai d shall notify the Pe fitioner of 
such order and l of the reasons for such action. 
(2) The rd r reqr l red bi / pai agraph (] (A 07 B of this subsection 
shall be issued witha , ninety dar is after the date of f filing of the peti ition, 
except that the ain may prior to such ace day), by write i 


notice to the pe titioner, extend such n inety-day pe riod to such time (not 
more than one hundred and erghty days after the date of filing of the 
petition as the Secre tary deems nece ssary to enable him to study and 
nve stigate the petition 
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(3) No such regulation shall issue if a fair evaluation of the data be- 
fore the Secretary 

(A) fails to establish that the proposed use of the food additive, 
under the conditions of use to be specified in the regulation, will be 
safe: Provided, That no additive shall be deemed to be safe if it is 
found to induce cancer when ingested by man or animal, or if it 
is found, after tests which are appropriate for the evaluation of the 
safety of. food additives, to induce cancer in man or animal; or 

(B) shows that the proposed use of the additive would promote 
deception of the consumer in violation of this Act or would otherwise 
result in adulteration or in misbranding of food within the meaning 
of this Act. 

(4) If, in the judgment of the Secretary, based upon a fair evaluation 
of the data before him, a tolerance limitations is required in order to assure 
that the ro USE of an additive will be safe, the Secretary— 

A) shall not fix such tolerance limitation at a level higher pa 
he 5 to be reasonably required to accomplish the physical o 
other technical effect for which such additive is intended; and 

(B) shall not establish a regulation for such proposed use if he 
ton upon a fair evaluation of the data before him that such data 
do not establish that such use would accomplish the intended phys- 
ical or other technical effect. 

(5) In determining, for the purposes of this section, whether a proposed 
use of a food additive is safe, the Secretary shall consider among other 
relevant —— — 

A) the probable consumption of the additive and of any sub- 
ae for med in or on food because of the use of the additive; 

(B) the cumulative effect of such additive in the diet of man or 
animals, taking into account any chemically or pharmacologically 
related substance or substances in such diet; and 

(C) safety factors which in the opinion of experts qualified by 
Scie ntifie training and experience to evaluate the safety of food 
additives are generally recognized as appropriate for the use of 
animal experimentation data. 


Regulation Issued on Secretary’s Initiative 


(d) The Secretary may at any time, upon his own initiative, propose 
the issuance of a regulation prescribing, with respect to any particular 
Use of a food adi litive, the conditions under which such additive may be 
safely used, and the reasons therefor. After the thirtieth day following 
publication of such a proposal, the Secretary may by order establish a 
regulation based upon the proposal. 


Publication and Effective Date of Orders 


Any order, including any regulation established by such order, 
issued under subsection (c) or (d) of this section, shall be published and 
shall be a upon publication, but the Secretary may stay such effec- 
tiveness if, after issuance of such order, a hearing is sought with respect 
to such order pursuant to subsection (f). 
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Objections and Public Hearing 


(f) (1) Within thirty days after publication of an order made pursuant 
to subsection (ce) or (d) of this section, any person adversely affected by 
such an order may file objections thereto with the Secretary, specifying with 
particularily the provisions of the order deemed objectionable, stating 
re asonable grounds therefor, and re questing a public hearing upon such 
objections. The Secretary shall, after due notice. as promptly as possible 
hold such public hearing, for the purpose of receiving evidence relevant and 
material to the iSSUes raised by such objections. As | SOON as practi icable 
after completion of the hearing, the Secretary shall by onder act upon 
SUC oh objections and make such order public. 

2) Such order shall be based upon a fair valuation of the entire record 
at such | hearing, and shall inelude a statement setting forth in detail the 
findings and coneli LS7ONn S wpon which the order 1s based. 

(3 The Secret ary s shall s spec ify in the order the « late On which at shall 
take é flect, exrce pt that ut shall not be made to take « fhect prior to the ninetieth 
day after its publication, unless the Secretary. finds that eme rgency con- 
ditions exist necessi tating an earlier efhective date, in wha ch event the 
Secretary shal specily in the order his fin lings as fos sal conditions. 


Judicial Re WEeW 


g | In a case of actual controve rsy as to the palidity of any orde) 
issued under subsection (f . cluding any order thereunder with re spect 
to amendment or re epeal ¢ fea regulation issued under this section. any 
perons who WwW l/ be ad ersely affectes / by such orde / may obtain judic al 
review by filing in the l vited States Court of Aj ppeals for the circuit 
wherein such person reside S Ol ha S his principal Pp ace of busine SS. Or an 
the United States Court of 4 Lppeals for the District of f Columbi a Cireurt, 
within sixty days after the entry of such order, a petition praying that 
the or ler be set aside in whole or an part. 

7) Aco py ¢ if such petition s hall be forthwith served upon the Secretary, 


rupon any officer de rigiea dt DY him’ fe wr that purpose, an d there upen the 
inctaans shall ec rtify and file in the court a tre anseri pt of the pl ceedin qs 
and the record on which he based his order. [ pen such filing, the court 
shall have excl) LS purisdi ‘fron to affirm or set aside the ord / complained 
of in whole or in part. The fii ndings of the Secretary with respect to 
questions of fact shall be sus tained if ‘based upon a fair evaluation of the 
entire reco rd at such hearing. The court shall adi W1NCE ON the ( locket and 
expedi te the disposition of all causes filed therein pursuant to this section 
(3 The court, On such j udic ral revue Ww. Ss shall not sustain the order of the 
Secretary of he failed to comply with any requirement imposed on him 
by subsection f 2) of this section. 

(4 lf application is made to the court for leave to adduce additional 
evidence, the court may order such additional evidence to be taken before 
the Secretary and to be adduced upon the hearing in such manner and 
upon such terms and conditions as to the court may seem proper, if such 
evide Ce is material and there were reasonable grounds for failure to 
adduce such evidence in the proceedings below. The Secretary may 
modi fy his findings as to the facts and order by reason of the additional 
evidence so taken. and shall file with the court such modified findings and 


orde a 
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(5) The judgment of the court affirming or setting aside, in whole or 
in part, any order under this section shall be final, subject to review by 
the Supreme Court of the United State s upon certiorari or certification 
as provided in section 1254 of title 28 of the United States Code. The 
commencement of proceedings under he section shall not, unless specif- 
ically ordered by the court to the contrary, operate as a stay of an order. 


Amendment or Repeal of Regulations 


(h) The Seeretary shall by re gulation prescribe the procedure by which 
regulations under the foregoing provisions of this section may be amended 
or repe aled, and suc h procedure shall conform to the procedure provided 
in this section for the promulgation of such regulations. 


Exe mptions for Inve stigational Use 


(1) Without re gard to subsections (6) to (h). inclusive. of this section, 
the Secretary : shall by regulation provide for erempting. from the require- 
ments of this section any food additive, ‘and any bearing or containing 
such additive. inte nded solely for investigational UNE by quali ified é rperts 
when in his opinion such exemption is consistent with the public health, 


PUBLIC HEALTH SERVICE ACT, AS AMENDED (42 U. 
310 (g)) 


* * * * * * 


Je 


SEc. 208. 

(¢) The Secretary is authorized to establish and fix the compensa- 
tion for, within the Public Health Service, not more than eighty-five 
positions of which not less than seventy-three shall be for the National 
Institutes of Health in the professional, [and] scientific, and executive 
service, each such position being established to effectuate those re- 
search a development activities of the Public Health Service which 
require the services of specially qualified scientific, [or] professional, 
and administrative personnel: Provided, That the rates of compensation 
for positions established pursuant to the provisions of this subsection 
shall not be less than $12,500 per annum nor more than $19,000 per 
annum, and shall be subject to the approval of the Civil Service 
Commission. Positions created pursuant to this subsection shall be 
included in the classified civil service of the United States but appoiat- 
ment to such positions shall be made without competitive examination 
upon approv al of the proposed appointee’s qualification by the Civil 
Service Commission or such officers and agents as it may designate for 


this purpose. 
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VALIDATING OVERPAYMENTS OF PAY AND ALLOWANCES MADE 
fO CERTAIN OFFICERS OF THE ARMY, NAVY, NAVAL RESERVE, 
AND AIR FORCE, WHILE UNDERGOING TRAINING AT CIVILIAN 
HOSPITALS 


AuGcust 18 (legislative day, Aucust 16), 1958.—Ordered to be printed 


Mr. O’Manonry, from the Committee on the Judiciary, submitted 


the following OF ieee 


4 rm Oe ae 
REPOR' SEP 14 495; 

lo accompany H. R. 336 MAIN 
READING ROOM 


The Committee on the Judiciary, to which was referred the bill 
H. R. 3366) to validate overpayments of pay and allowances made 
to certain officers of the Army, Navy, Naval Reserve, and Air Force, 
while undergoing training at civilian hospitals, and for other purposes, 
having considered the same, reports favorably thereon, with amend- 
ments, and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, line 8, beginning with the word “received” strike all 
down to and including the comma on line 1, page 2. 
On page 2, line 1, followine the word “such’’ insert the word 
~“compensi ition, 
On page 2, line 5, following the word “as’”’ insert the words “such 
compensation,” 
PURPOSE OF THE AMENDMENTS 


The purpose of the proposed amendments is to make clear that this 
legislation would result in the validation and repayment, not only of 
military pay and allowances, but other stipends paid by the hospitals 
to the officers concerned. 

PURPOSE 


The purpose of the proposed legislation, as ame ‘nuded, is to validate 
certain payments which have been held by the Comptroller General 
to have been improperly made to certain medical officers and to pro- 
vide for the repayment to such officers of any amounts that have been 
paid into the Treasury by these officers. 
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In 1948, the military services faced with an acute shortage of medical 
officers, instituted a program under which qualified persons were 
commissioned, placed in an active-duty status, and authorized to 
pursue intern and residency training in civilian hospitals. While 
engaged in such training such persons received full military pay includ- 
ing quarters and subsistence, plus a small monthly stipe nd. The 
Comptroller General in a series of decisions culminating in decision 
B-113776 dated April 16, 1953 (32 Comp. Gen. 454) determined that 
the trainees could not lawfully receive the monthly stipend nor receive 
rental or subsistence allowances from the Government while also 
receiving quarters and subsistence in kind from the hospital. 

This bill proposes to validate these overpayments, to repay the sums 
collected and to authorize appropriate credit of the accounts of the 
disbursing officers involved. Repayments are to be made from 
appropriations currently available for pay and allowances. The final 
date of the period for which payments are to be validated is, according 
to the bill, ys 1, 1954, although, as noted earlier, the — 
opinion of the Comptroller General was rendered over a year prior to 
that date. The reason assigned for utilizing this cutoff d: ie is that it 
would cover payments to those trainees who entered training under 
agreements in force prior to the revision of the agreements in the 
Spring of 1953. 

As a result of the de cision of the Attorney General and the subse- 
quent collection efforts of the military services, the fiscal situation is 
as follows: 


4 unt of | Barred by Outstand- 
) t y ( ' c t ne totint of in ndebt 
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This legislation was introduced at the request of the Department of 
Defense and is a part of their legislative program. 

The committee, after a review of the facts and circumstances 
surrounding this legislation, believe that it should be approved with 
the amendments listed above. It is clear that the payments made 
to these individuals resulted from an administrative interpretation 
of the law subsequently determined to be erroneous in a series of 
decisions rendered by the Comptroller General. However, it is 
appropriate to note that the decision of the Comptroller General 
covers a span of 4 years so that it is evident that the application of 
the law to such payments during this period was — even so far 
as the Comptroller General was concerned. Certainly it cannot be 
assumed that these claimants who were interns and re aaniia could 
have been expected to have made a proper distinction under these 
circumstances. Furthermore, many of the officers to whom payments 
were made are no longer on active duty and to require them now to 
refund the overpayments would impose a financial hardship, par- 
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ticularly in those cases where the individuals are attempting to estab- 
lish themselves in civilian life after service in the Armed Forces. 

These reasons are to the committee persuasive. The committee 
also notes that enactment of this legislation would occasion no appro- 
priation of additional funds for the reason that refunds of the amount 
collected will be made from current appropriations. In the light of 
these considerations the committee believes that the legislation should 
be approved. 

Attached to this report and made a part hereof is the letter of 
transmittal which accompanied submission of this legislation over the 
signature of the Acting Secretary of the Navy under date of January 8, 
1957, | . 
Also included is the text of a statement on this legislation submitted 
to the House of Representatives by a member of the staff of the 
Military Pay Division of the Office of the Navy Comptroller. 





DiPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957. 
Hon. Sam RayBurn, 
Speaker of thee House of Repre S¢ ntative Ss, 
Washington, DD). c. 

\iy Dear Mr. Speaker: There is enclosed a draft of legislation 
to validate overpayments of pay and allowances made to certain 
officers of the Army, Navy, Naval Reserve, and Air Force while under- 
voing training at civilian hospitals, and for other purposes. 

This proposal is a part of the Department of Defense legislative 
yrogram for 1957 and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the consideration 
of the Congress. The Department of the Navy has been designated 
as the representative of the Department of Defense for this legislation. 
[t is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to validate overpayments, 
of pay and allowances made to certain officers of the Army, Navy, 
Naval Reserve, and the Air Force who, while serving on active duty 
before July 1, 1954, as interns or resident physicians in non-Federal 
hospitals, received compensation from those hospitals (including 
meals and living quarters in kind). 

In 1948, the Armed Forces were faced with an acute shortage of 
medical officers. To alleviate this shortage, a program was initiated 
whereby qualified individuals were commissioned, placed in an active- 
duty status, and authorized to pursue intern and residency training in 
civilian hospitals. While in such training they were to receive full pay 
and allowances. In return, these officers obligated themselves to 


perform certain periods of active duty after completion of their train- 
ing. This program was designed to obviate necessity for recall to 
active duty of Reserve medical officers who had served in World War 
II or for legislation requiring enforced military service of physicians. 

At the time of their commissioning, many of the interns and resi- 
dents had already entered into contracts with civilian hospitals for 
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such training. It was recognized that civilian hospitals normally 
1 °°? 
pa, ee ana residents a small montpnly stipend and, inh addition, 


furnish room, meals, and laundry services without cost. Initially 
ho a as made to intertert with the customary arrangement 
between the hospitals interns, and I dents Consequently, at the 
) in of the proeTram, these ofheers received hol only their full 
militarv pay and allowances, but in addition many of them received 
stipends fuarters and meals rom the ©) lian hos] vitals. 
seoinning in August 1949, the Comptroller General issued the 
id) ) 1) series Of opi y! 
B-87471 of August 11, 1! Co en, 67 
B-S7300 of Ox yper 6. 1949 gg (’omn. Cren 4} 
B-87300 of Dec 2 1950 ( ». Gen, 246 
B laud I Ap { 19535 (32 4 omy] (ren 4 
In brief, these decisions held that an Mmpensation which the 
ofiicer interns and residents received from non-Federal hospitals 
while on active dutv in such hospitals for trainine was received 


on behalf of the Federal Government and must be pac to and covered 
into the miscellaneous receipts of the Treasury. The decisions also 
held that where the non-Federal hospital furnished rooms and meals 
in kind to these officers that they were furnished on behalf of the 
Federal Government and the officers receiving them were pot entitled 


. 1] 1 ! 
to milit: ry re ntal and subsistence wiowances., However, the tnree 


earliest of th eC abo ve-listec | opinions Aeaceniiind between public and 
private non-Federal hospitals. Those three can reasonably be inter- 
preted to condone the stipe nd from the public nol -Federal hospital in 
addition to military pay and allowances, but to deny entitlement on 
the part of the officer to receive and retain the stipend from ¢ private 
non-Federal hospital in addition to military pay and allowances. It 
was only the last of these opinions, namely, that dated April 16, 1953, 
which clearly wiped out that distinction and denied entitlement to a 
stipend from any eens hospital as a supplement to military 
pay and allowances. Hence t e policy _— , even in the Comptroller 
General’s opinions, did not become entirely clear until the spring of 
1953. 


July 1, 1954, has been specinhed in this proposea le 


( 
] 
i 


] 1 
risiation as the 


end of the period for which payments are to be validated so as to 


| * 4 : ] m.? | 
cover the most recent off-term interns and residents who 1 night have 
; o35 ; ° 
entered training under the agreements in force prior to hous revised 
: +1} ” » P rs } 1 — 
in the late spring of 1953. Such interns began their internship in 
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April 1953 aad completed training the end of March 1954 
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Tl e Department of the Navv ha her n able bo cde ntily overpay- 
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approximately 395 persons in the intern program in fiscal year 1949 
The overpayments amount to $116,673.94. This amount includes 
$73,574.86 of payments to which the General Accounting Office has 
taken exception. The balance of $43,099.08 represents overpayments 
on which exceptions are barred by the statute of limitations ($578.15) 
and sums recovered by disbursing officers through checkage of the 
officers’ accounts pe 520 95). 

The Department of the Air Force has been able to identify over- 
payments (with a et to both stipe nds and rental and subsistence 
allowances) in the cases of 310 of the approxim: ately 809 persons in 


the civilian intern and residency program of the Air Force from the 
beginning of that program through fiscal year 1954. The overpay- 
ments involved in those cases on which notices of exceptions have 


been issued during this period amount to $230,457 of which $102,859 
have been collected and $127,598 remairs as an indebtedness to the 
Kedera | Gove ronment 

The De partm ent of the Army has been able t to identify overpay- 
ments (with respect to both stipends and rental and subsistence 
allowances) in 70 eases of the approximately 668 persons in the 
civilian intern and residency program of the Army from the beginning 
of that program through fiscal year 1954. The overpayments involved 
in those cases on which notices of exception have been issued during 
this period are 30 exce ‘ptions totaling $4,544.40 paid Lo Army personnel 
and 40 exceptions tot: aline $16,315.81 paid to Air Force personnel, a 
total of $20,860.21 paid bv Army disbursing officers. <A total of 
$2336.14 has been collected and $18,524.07 remains as an indebtedness 
to the Federal Government. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on June 11, 1956, 
as a part of the Department of Defense legislative program for 1956. 
It was introduced as H. R. 11801 


COST AND BUDGET DATA 
Knactment of this proposal would not require the appropriation 
of additional funds, inasmuch as repayment of refunds made under 
ection 2 of the bill ean be made from current appropriations. 
Sincerely vours, 
THOM AS >. G ATES, Jr.. 


d Leta) qd NSecre ta? Y ot F f the Nai Me 


Sur 


STATEMENT OF LT, COMDR. R. G. SEELOS 


Mir. Chairman and members of the committee, I am Lt. Comdr. 
R. G. Seelos, serving in the Military Pay Division, Office of the Navy 
Comptroller. | appreciate this Opportunity to appear before you in 
upport of the enactment of H. R. 3366. 

As background for this bill, | would like to discuss briefly the medi- 
eal intern program. In 1948 a medical intern program at civilian 
hospitals was instituted whereby graduate medical students were 
offered commissions in the Armed Forces with the understanding that 
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they would be ordered to active duty for intern training at civilian 
hospitals. The students were informed that they would be entitled 
to full active duty pay and allowances while undergoing intern train- 
ing’ and that any private acreements wit th hospite als for acce ptance as 
interns would not be affected. As interns are normally paid a mont hly 
stipend in addition to being furnished quarters, subsistence, and laun- 
dry facilities, without cost, the students were led to underst: vd that 


they would be entitled to the stipend and other benefits a ished ms 
the hospital a in addition would be entitled to receive full pay nd 
eae from the a Ricne 

The students who wccept ted commissions in the Armed Forces and 


were ordered to active duty as interns at civilian hospitals were paid 
in accordance with this general understanding until the Comptroller 
General in his decision B-87471 dated August 11, 1949, ruled that 
where quarters were furnished at no cost to the officer intern, he was 
not entitled to rental allowance as such quarters were considered as 
having been furnished for and in behalf of the Government. On the 
basis of this decision, disbursing officers were advised that credit of 
rental allowance should be discontinued. The Comptroller General 
then ruled, in his decision B—87300 dated October 6, 1949, that stipends 
received from “private’”’ hospitals would have to be covered into mis- 
cellaneous receipts as received for and in behalf of the Government. 
In this decision he also ruled that where subsistence was furnished at 
no cost to the officer intern that he was not entitled to subsistence 
allowance. On the basis of this decision, disbursing officers were ad- 
vised that the credit of subsistence allowance should be discontinued. 
The Secretary of Defense, by letter of Mav 5, 1950, requested the 
Comptroller General to reconsider his decision of October 6, 1949. 
The Comptroller General replied by his decision B—87300 of December 
26, 1950, in which he reiterated that Reserve officers on active duty 
as interns in private hospitals who are paid compensation by the hos- 
pitals for services normally performed by them as Reserve officers on 
active duty may not retain such compensation and that such Reserve 
officers may not be paid rental or subsistance allowance by the Govern- 
ment while at the same time receiving quarters and subsistence in 
kind from the hospitals. 

In the three decisions I have just mentioned, the ¢ ‘omptroller Gen- 
eral distinguished between “private” hospitals and ‘“‘public non-Federal 
hospitals.” The Comptroller General stated that it would be unlaw- 
ful for the officer interns to receive anv compe nsation for their services 
as interns from a source other than the Heders il Government, u inless 
the funds used for such payment are “contr buted out of the treasury 


of a State. county. or municipality,” within the meaning of the pro- 


visions of title 18, United States Code, supplement II, 1914, making 
it unlawful for “a Government official or emplovee”’ to receive “any 
salary in connection with his services as such an official or employee 
from any source other than the Government of the United States, 
except as may be contributed out of the treasury of any State, county, 


or municipality.” These decisions did not, therefore, appeal to pro- 


hibit receipt of a stipend by those officers who were assigned to 
hospitals funded by States, counties, or municipaliti S. 

However, on April 16, 1953, the Comptroller General for the first 
time clearly removed the distinction between “private” and “public 


non-Federal hospitals.” In his decision B-113776, the Comptroller 
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General ruled that while the retention of a stipend from a “public 
non-Federal’’ hospital was not prohibited by the provisions of title 18, 
United States Code, supplement II, 1914, such retention was pro- 
hibited by other generally recognized principles of existing law. The 
Comptroller General cited several provisions of law which, in effect, 
provide that earnings of an employee in excess of his regular compensa- 
tion gained in the course of his employment belong to the employer. 
The Comptroller General also stated that it would seem to be im- 
material whether the employee received the thing of value in the form 
of qui arters or money or some other right or item of property. 

Subsequent to the receipt of the ¢ ‘omptroller ( General’s decision of 
April 16, 1953, the services amended their regulations to bring them 
into agreement with the views of the Comptroller General. 

The proposed legislation provides that payments made prior to 
July 1, 1954, are validated. This date has been specified to insure 
that relief will be provided for officer interns and residents who might 
have entered training in early April 1953 under agreements executed 
prior to receipt of the Comptroller General’s decision of April 16. 
These officers completed their training in March 1954. The services 
are required to try to collect from the officers concerned the stipends 
received by them from the non-Federal hospital and the amount paid 
by the services for quarters and subsistence allowances. Many of 
the officers are no longe ron active duty and to require them to refund 
the overpayments would impose a financial hardship, particularly in 
those cases where the individuals are attempting to establish them- 
selves in civilian life after their service in the Armed Forces. 

The enactment of this legislation would validate payments made to 
607 officers in the amount of $367,991. Of this amount, $147,716 has 
been collected from some of the officers concerned, and this legislation 
would authorize the services to refund the amount collected. No 
appropriation of additional funds would be required because refunds of 
amounts collected can be absorbed within existing appropriations. 


or 
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APPEALS FROM INTERLOCUTORY ORDERS 


AvusGusT 18 (legislative day, AuausT 16), 1958—Ordered to be printed 


Mr. Easrianp, from the Committee on the Judiciary, submittgqy the 


following OF Mans 
Ch ‘y 
SEP GAN 
REPORT ry toe 
we VU 
[To accompany H. R. 6238] R MA; 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 6238) to amend section 1292 of title 28 of the United States 
Code relating to appeals from interlocutory orders, having considered 
the same, reports favorably thereon, without amendment, and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to permit the United 
States courts of appeals to entertain jurisdiction of certain interlocu- 
tory orders where the district judge in making the order has stated that 
the order involves a controlling question of law as to which there is 
substantial ground for difference of opinion, and that an immediate 
appeal from the order may materially advance the ultimate termina- 
tion of the litigation. 

STATEMENT 


Section 1292 of title 28, United States Code, prov ides that the 
United States courts of appeals shall have jurisdiction of appeals 
involving interlocutory orders in four instances. The interlocutory 
orders of the district courts of the United States and the Territorial 
courts are appealable upon the granting, continuing, modifying, 
refusing, or dissolving of injunctions, or refusing to dissolve or modify 
injunctions, except in those instances where a direct review may be 
had in the Supreme Court of the United States. Interlocutory 
orders involving the appointment of receivers or the refusing of 


20006 
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ae 


orders to wind up receiverships, or involving steps to accomplish 
these purposes, such as directing sales or other disposals of property, 
are likewise appealable. Interlocutory decrees of the district courts 
determining the rights and liabilities of the parties in admiralty cases 
are also appealable where, in such cases, appeals from final decrees 
are allowed. Interlocutory orders are also appealable in civil actions 
for patent infringement which are final except for accounting. 

H. R. 6238 would place the existing provisions of section 1292 in 
subsection (a) of that section, and would add a new subsection (b 
by virtue of which it would be possible for a district judge in a civil 
action to make an order not otherwise appealable under section 1292 
subject to appeal by stating in writing in his order that the order 
involves a controlling question of law as to which there is substantial 
ground for difference of opinion, and that an immediate appeal from 
the order may materially advance the ultimate termination of the 
litigation. Following the issuance of such a written statement, as a 
part of the court’s order, the litigant may make application to the 
court of appeals within 10 days after the entry of the order to permit 
an appeal therefrom. If the litigant makes application to the court 
of appeals for a review of such an order, the court may, in its discre- 
tion, permit the appeal. However, the application for an appeal pur- 
suant to the provisions of this amendment does not stay proceeding 
in the district court unless the district judge, the court of appeals, or 
a judge thereof, shall so order. 

This legislation results from a considerable study by committees of 
the Judicial Conference. ‘The legislation itself was introduced at the 
request of the Administrative Office of the United States Courts 
pursuant to the direction of the Judicial Conference of the United 
States. The Judicial Conference is composed of ~ chief judges of the 
circuit courts of appeals of the United States, a district judge from 

sach circuit, and the chief judge of the United States Court of Claims 
The bill results from a growing awareness of the need for expedition 
of cases pending before the district courts. Many cases which are 
filed in the Federal district courts require the district judge to entertain 
motions at an early stage in the proceedings which, if determined, 
against the plaintiff, result in a final order which would then b« 
appealable to the — courts of appeals of the United States 
However, such motions, if determined in the plaintiff’s favor, ar 
interclocutory since they : not end the litigation and are not there- 
fore, under existing provisions of law, appealable. For ex: eri im a 
recent case a motion to dismiss for want of jurisdiction was filed in the 
district court early in the proceedings. The district court denied ~ 
motion and the matter then procee ded to trial. ‘The disposition of 

‘ase took almost 8 months. Upon final order the case was appealed and 
the court of appeals determined that the district court did not have 
jurisdiction and entered an order accordingly. Had this legislation been 
in effect at that time, the district judge could have stated in writing 
his opinion that the motion was controlling and the defendant could 
thereupon have made application to the court of appeals for a review 
of the order denying the motion. Had the court of appeals entertained 
such a motion and reached the conclusion which it ultimately did, it 
would have resulted in a saving of the time of the district court and 
considerable expense on the part of the litigants. 





POSITED BY THE 
uaeme states OF RMERICKROM INTERLOCUTORY ORDERS 3 


There are many civil actions from which similar illustrations could 
be furnished. For example, in an antitrust action a plea may be 
entered that the claim is barred by the statute of limitations. If this 
motion is denied, under existing law the matter is not appealable and 
the case then goes forward to trial. Disposition of antitrust cases 
may take considerable time, yet upon appeal following final disposi- 
tion of such cases, the court of appeals may well determine that the 
statute of limitations had run and for that reason the district court 
did not have jurisdiction. 

Another instance in which the provisions of this bill might prove 
useful is where the litigant desires to join a third party defendant. 
At present, there is no appeal from an order joining a third party 
defendant or refusing to do so. ‘The instant le cislation would permit 
such an appeal within the limitations previously prescribed. 

These examples give some indication of the desirability of this 
legislation. However, while it may be desirable to permit appeals 
from any interlocutory order in certain instances, th e indiscriminate 
use of such authority may result in delay rather han expedition of 
cases in the district courts. Obviously, such appe eals should not be 
allowed if they are filed solely for the purpose of delay or are based 
upon ee grounds. In order to eliminate such appeals the bil 
is cast in such a way that the appeal is discretionary rather than a 
matter of right. It is discretionary in the first instance with the dis- 
trict judge for he must state in writing as a part of his order that it is 
his opi ‘ion that the order involves a controlli: ig question of law con- 
cerning which there is substantial doubt and he must further state 
that an immediate appeal from the order may materially advance the 
ultimate termination of the litigation. 

Tbe application for such an appeal is also discretionary with the 
litigant since he must make the application, though it is considered 
likely that, upon the issuance of such a statement in an order by the 
district judge, counsel would ordinarily file such an application with 
the appropriate circuit court of appeals. 

he granting of the appeal is also discre ‘tionary with the court of 
appeals which may refuse to entertain such an appeal in much the 
same manner that the Supreme Court today refuses to entertain 
applications for writs of certiorari. 

It should be made clear that if application for an appeal from an 
interlocutory order is filed with the court of appeals, the court of 


appeals may deny such an application without specifying the grounds 
upon which suc h a denial is based. It could be based upon a view 
that the question involved was not a controlling issue. It could 
denied on the basis that the docket of the cireuit court of appeals 
was such that the appeal could not be entertained for too long a 
period of tim But, whatever the reason, the ultimate determination 
concerning the right of appeal is within the discretion of the judges 
of the appropriate circuit court of appe ils 


\nother protection acaimnst delay which is contained in this legis- 
lation is the — which requires a litigant to make application 
within 10 days aft rt the entry of the order if he direst to take such 
an appeal. A further protection against delay is contained - the 
provision which requires that application for an appeal pursua to 
this | legis slatic mn will not sti b\ proceedin OS in the district court ul whe 
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such a stay is ordered by the district judge, the court of appeals, or 
a judge thereof. 

The committee believes that this legislation constitutes a desirabl 
addition to the elation witnaley to appeal f ivi hacemos Morag? 
of the district courts of the [ Tited States. It has been a matter of 
considerable notoriety that many of the district courts of the United 
States have a substantial backlog of cases. Some of these backlogs 


ft 


are so severe as to require litigs ants to await trial for a period up to 
1 vears. The substan tial delay in the trial of such cases may ofter 
result in a denial of justice, Any legislation, therefore, appropriately 
safeguarded, which might aid in the disposition of cases before th 

district courts of the United States by saving useless expenditure 0 
court time is such as to require the approbation of all those directly 
concerned with the administration of justice in the United States 
The committee believes that this is such a proposal and that its utili- 
zation may wt ll prove of considerabl i nefit in the disposi tion of} 


the district courts. The committee, however, desires t 


Cases befor 

point out that the ultimate success of a proposal such as this must, it 
the final analysis, de pena upon the wisdom of the judges who must 
administer it, and the good faith of the litigants who utilize it It 


4 


the discretion which this legislation affords is properly used, the pro- 
cedures of this legislation should result in improving the administra- 
tion of justice within the Federal court svstem. For these reasons 
the committee believes that the legislation is desirable and should b 
favorably considered. 

Attached to this report is the letter which accompanied the trans- 
mittal of this proposal from the Administrative Office of the United 
States Courts. Also appended is the report of the Committee on 
Appeal s from Interlocutory Orders of the District Courts submitt ad to 
the Chief Justice of the United States : Gaal ths wenbncne-o thea: Didinied 
Conference under date of September 23, 1953. Also appended 
report of the committee appointed by the chief judge of t} e 10th 
Circuit Court of Appr als of the United States, which addresses itsel! 
to this same problem. 


ADMINISTRATIVE OFFICE OF THE 
Unirep States Courts, 
Washington, D. C., Mareh 15, 195 


DEA Mr. S AKER: On behalf of the Judicial Conference ot 
United States [ herewith transmit for the consideration of the Con 
cress a draft of a bil! to amend section 1292 of title 28 of the Unicred 
States Code relating to appeals from interlocutory orders of th is 
trict o of the it¢ | Stat : 

! present tion sp fies the kinds of interlocutory o1 i 
cree oO! idoments fron appeals re allowed. Phe ! ) 
bill would add a provision that when a district judge in making in 
civil action an order not otherwise appealable under the section ral 


be of t} 1e opini mm that the orde} ; involy sa controlling question ot la { 


1 1¢ “<Y . 
is to which there is substantial ground for difference of opinion anc 


: , : 
that an immediate appeal from the order may materially advan 
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mate termination of the litigation he shall so state in writing in 
the order; that the court of appeals may then in its discretion permit 
an appeal to be taken from the order if application is made to it within 
10 days after the order is entered, but that application for such an ap- 
peal shall not stay proceedings in the district court unless the district 
idge or the court of appeals or a judge of that court shall so order. 
‘The matter of appeals from interlocutory orders of the district 
irts was brought to the attention of the Judicial Conference by 
mmunications received at its annual meeting in September 1951 
pp. 32-33 of the September 1951 report). The Judicial Conference 
ferred the matter for study and report to a committee to be desig- 
ted by the Chief Justice and the Chief Justice appointed as such a 
nmittee Circuit Judge John J. Parker, of North Carolina, chairman; 
t Judges Shackelford Miller, Jr., of Kentucky; Wayne G. 
10 of Louisiana; and Walter C. Lindley, of Illinois; and District 
ierson M. Hal, of California; Carl A. Hatch, of New Mexico; 
Hiarper, of Missouri; and Ernest W. Gibson, of Vermont. 


autumn of 1952 Judge Parker as Chairman of the Committee 
the circuit and district judges various proposals for amend- 

e statute in reference to appeals from interlocutory orders. 

D ( vould enlarge in a degree the present provision 

peals. But the language of the amendments suggested 

t lit ttached to the added right of appeal in the pro- 
‘dl. In this situation the committee at a meeting held in 

f 1958 decided to ask the chief judges of all of the judicial 

dule as part of the programs of the judicial conferences 

the y ir 1953, a consid ration oi the various pro- 

t 3 done and the s bj ct received consideration in the 

| summer of 1953 at judicial conferences held in the District 
Circuit, and in the 3d, 4th, 5th, 6th, 7tl h, and 10th 

{ ( mutt recommended to the Judicial ¢ onference, 

ting of that body in September 1953, the bill now 

. aed of the report of the committee, including a copy 

t on the subject of a special committee of the 10th circuit, 

ort of a committee of the Los Angeles Bar Association with 
explanatory letter of Mr. J. E. Simpson of that association, is 
‘| he J idicia Conference of the United tates, with Judge 

[. Stephens, of the District of Columbia Cureuit, sinee de- 

d dge Calvert Magruder, of the first circuit, voting in 
Ol approved the hill recommended by the committee which 


always been recognized that there are two competing consid- 

Ons Dearing Upon appr als irom interlocutory orders. On the one 
too ri id a bar avainst such appeals from interlocutory orders 
It in injustice by preventing at an early stage the final deci- 
issue Which might be determinative of the case and burden- 

ne tie parties with the expense of subsequent proceedings, perhaps 


onged, to no avail. On the other hand too great freedom in 


aking appeals from orders of the district court prior to the final 
ds it, ‘piecemeal appeals” as they are called, may make for delay 
ul crease the expense of the litigation. 


lt was the opinion of the committee and the Judicial Conference 
at the enclosed bill, as finally approved after weighing the different 
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drafts, will accomplish the purpose sought by the proponents of some 
relaxation of the present provision of section 1292 for interlocutory 
appeals, and at the same time avoid delay in the final determination of 
the cases. In fact it is thought that the bill, if enacted, will be likely 
to expedite the final determination. 

So the Committee said in its report: 


‘Your Committee is of the view that the appeal from interlocutory 
orders thus provided should a will - ina only in exceptional cases 


. . . | ] Pre + . : r 
where a de ision ol! ne appeal May avi id protracted and expensive 


, ; ; . 
HUIgAation, ASIN antitrust i | similar protracted cases, where a question 
akan a eae : f 4 See : Fis weenie 
which would be dispositive of the litigation is raised and there is serious 
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| dr ‘ 
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» py TT e . 1953 
j 
/ f / j ‘ f re ( hig / rs 
7 , 
ae ( a | s/a 
| 4 
Viare ( t yur ¢ mmittee reported to t { ference 
at its special session nat we nad conti ed our LuUadY ¢ ne Var1lous 
} | lor 
pre f ( n ri ( 1¢ al ¢ Oo LO ¢ Aree 
] ° 1 
tne CONE O DT isc tH ( l ot ap ms tron int locut ry orders 
: : ; ‘ "4: 
I the district cou und of the reactions of the circuit and district 
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I | | l l 
. ] r ] 4] : i. | aa . f } Por 4 
judges ot each ot the circuits to scheduie as part O the agenda for the 


r ti 
judicial conferences of their respectin eC — a consideration of the 
various proposals that have been — in respect to the matter, and 
to appoint committees to study and report to the ir conferences, or to 
arrange for panel discussions of the problem by lawvers and judges 
selected by them. “The ( ‘hairman of your Committee wrote letters 
to each of the chief judges making this request, and supplied to them 


— 


| 


| 
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copies of the various communications containing suggestions on the 
subject and abstracts of the replies of the various circuit and district 
judges to the committee’s previous request for their views regarding 
them. 

Accordingly, the matter received consideration during the spring 
and summer at judicial conferences in the 3d, 4th, 5th, 6th, 7th, 9th, 
10th, and in the District of Columbia circuits. 

In connection with the letters heretofore received from the various 
judges with whom we have had correspondence, we have given con- 
ee to the action taken by the circuit conferences and have 
reached the conclusion that provision should be made for the allow- 
ance “of appeals from the interlocutory orders in those exceptional 
cases where it is desirable that this be done to avoid unnecessary de lay 
and expense and that the danger of opening the door to groundless 
appeals and piecemeal litigation can be aovided by proper limitations 
to be included in the amendatory statute. We accordingly propose 
the following amendment to section 1292 of title 28 of the United 
States Code: 

“Section 1292 of title 28 of the United States Code is hereby 

lL by i ion of the letter (a) at the beginning of the section 


it +] ae LAS es | es ce bah i 
| at the end thereof an additional subparagraph lettered (b) 


VW] arg es Poe os bere ea 
») When a custrict judge, in making in a civil action an order not 
: | ! oo ee ay raeas hat 
) »p eu { tion, Snall be of the opinion that 
ane betoht : : f ] , . rhyj } +} "A 1a 
Cc ( di controt 1u ion Of law as to which there is 
| ] {TP P —_ +} + » & ‘ 
sub | eround for difference of opinion and that an immediate 
Lp] from the order may materially advance the ultimate termina- 
; } } Lol] mn iting nel “d . Tha 
1oOh O Lgath he shat » State 1n writing in such order. i ne 
court of appeals may brie reupon, in its discretion, permit an appre al 
‘ | bs onl , a Sad? SAPS ect ae. eee i mais ( 
to be taken from such order, application Is made to 1t within 10 
qd er tl V Ol ne ora r: provided. iowever, that A ypilcation 
. 1 1 l 1 . . } ois 
for an appeal hereunder shall not stay proceedings in the district 
‘ .s — . ] » £3 . , ‘ > . 
court unless the district judge or the court of appeals or a judge 
UI f {I so oraer ; 


' ' ban j > tha view tl be ‘ wihielcccveat eds 
.our Committee is of the view nat the appeal trom interlocutory 


orders thus provided should and will be used only in exceptional cases 
where a decision of the appeal may avoid protracted and expt nsive 
ion, as in antitrust and similar protracted cases, where a question 
which would be aispos itive of the litigation is raised and there is 
rious doubt as to how it sh ould be decided, as in the recent case of 
Austrian v. Williams (2 Cir. 198 F. 2d 697). It is not thought that 
district judges would grant the certificate in ordinary litigation which 
could otherwise be promptly disposed of or that mere question as to 
the correctness of the ruling would prompt the granting of the cer- 
tificat« . The right of en given by the ethontuions statute is 
limited both by the requirement of the oa ite of the trial judge, 
who is familiar with the litigation and will not be dispose 1 to counten- 


ance dilatory ‘tues. and by the resting of final discretion in the 
matter in the court of appeals, which will not permit its docket to 
be crowded with piecemeal or minor litigation. 

We attach to this report a report by the Committee of the 10th 
circuit which made a careful study of the questions involved and 
dealt with them in a very able manner. We attach also a digest of 
the corre .sponden ice we have had with judges throughout the country, 








8 APPEALS FROM INTERLOCUTORY ORDERS 


which demonstrates, we think, the wisdom of some such legislation as 
is proposed. A committee of the Los Angeles Bar Association has 
made a report to Judge Hall making suggestions, a number of which 
have been adopted. A copy of that report is also attached. 

SHACKELFORD MILLER, Jr., 

Wayne G. Boran, 

Wa rer C. LINDLEY, 

Prrrson M. Hatt, 

Cart A. Harcn, 

Roy W. Harper, 

Ernest W. Gipson, 


ei 


JOHN J. PARKER, Chairman. 
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may then in its discretion permit an appeal to be taken from such 
- on ° ° ° 1 ° “41 . j . : 1 oe ee » 
order if application is made to it within 10 days after the entry of 
a 
the order. 


‘? . . 1 ° 7s 1 
Circuit Judge Jerome Frank opposes the provision making the 


‘ 


appt al contingent upon procurement OF a rtificate from the district 
judge and advocated the following substitute: 
“Tt shall be the duty of the district judge to state in writing whether 


in his opinion the appeal is warranted; this statement shall be appended 
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to the petition for appeal or, as promptly as possible after the filing of 
such petition in the court of appeals, shall be forwarded to said court 
by the district judge. The court of appeals shall take into account, 
but shall not be bound by, such statement in exercising its discretion.’ 

Circuit Judge John B. Sanborn has suggested a statute much ike 
that advocated by Judge Frank with a further provision that, pending 
the disposition of an application to a court of appeals for allowance 
of an appeal, the proceedings in the district court shall not be stayed 
unless the district judge who entered the order or the court of appeals 
shall so direct. 

Chief Judge Harold M. Stephens, of the Court of Appeals of the 
District of Cstun ibia, has written at some length on the subject and 
vigorously opposes the enactment of any legislation which would 
permit appe ‘als from interlocutory orders not presently appealable. 

The committee unanimously approves in principle the proposed 
statute suggested by Judge Charles E. Clark. It is our opinion that 
another draft of the statute should be prepared to accomplish the 
objective by use of more appropriate language. It has been pointed 
out, for instance, that if a district judge desired to allow an immediate 
appeal from an order overruling a motion to dismiss or an objection 
to the jurisdiction, the requirement that he state that such appeal 
would “probably terminate or materially advance the ultimate termi- 
nation of the litigation’? would compel the expression of an opinion 
that he would probably be reversed. As the phrase “materially ad- 
vance the ultimate termination” must include the more limited “prob- 
ably terminate’ it appears that the latter language may be deleted 
without damage to intent, and the suggested anomaly is avoided. 
Additional or other language may be desirable, and the committee’s 
action is not conditioned upon any specific text. 

Our recommendation is founded upon the premise that the enlarge- 
ment of the right of appeal should be limited to extraordinary cases 
in which extended and expensive proceedings probably can be avoided 


by immediate final decision of controlling questions encountered early 
in the action. The shortening of the period between commencement 
of an action and its ultimate termination, together with avoidance of 
unnecessary work and expense, are the imperative considerations which 
impel the committee’s recommendation for change in the existing law. 
SF ay 1 the tances in which an earlv review will effect 
Ve are agreed that instances in which an early review will effec 


1 1? 


substantial savings in time and expense occur with sufficient frequency 
arrant special recognition in procedural law. We also recognize 


that such savings may be nullified in practice by indulgent extension 
of the amendment to inappropriate cases or by enforced consideration 
in courts of appeals of many ill-founded applications for review. The 
problem, therefore, is to provide a procedural screen through which 
only the desired cases may pass, and to avoid the wastage of a multi- 
tude of fruitless applications to invoke the amendment contrary to its 
pu OS¢ 

The committee feels that Judge Clark’s proposal affords the best 
pre ection against violation of the purpose of the amendment. We 


believe that the certificate of the trial judge is essential both to 
recognition of the appl ropriate case and to rejection of applications 
calculated merely to delay the day of judgment. Only the trial 
court can be fully informed of the nature of the case and the peculiari- 
ties which make it appropriate to interlocutory review at the time 
desirability of the appeal must be determined; and he is probably the 
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only person able to forecast the further course of the litigation with any 
degree of accuracy. Immediate availability of counsel for informal 
conference should prove a great advantage to the trial judge in 
isolating the extraordinary case in which valuable savings could be 
expected to follow an immediate review. Requirememt that the 
trial court certify the case as appropriate for appeal serves the double 
purpose of providing the appellate court with the best informed 


opinion that immediate review is of value, and at once protects 
appe late dockets against a flood of pe titions In i lappropriate cases. 
It is the opinion of the committee that avoidance of ill-founded appli- 


cations in the courts of appeals for piecem - review is of particular 


concern. If the consequence of change iS Oo be crowded appellate 


dockets as well as any substantial number of unjustified delays in the 
trial court, the benefits to be expected from the snaniiieani may 


well be outweighed by the lost motion of eee consideration, 
and rejection of unwair: ied applications for its benefits. For these 
reasons, the Committee is committed to limitation of the new inter- 
locutory eal to cases in which the trial court and the appellat 
court concur in a finding that ultimate disposition will thereby,be 
facilitated. 


Respectfully submitted. 
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JOHN C. PICKETT, 

EpGcarR S. VAUGHT, 

KUGENE RICE, 

Dretmas C. HI, 

GEORGE SIEFKIN, 

Ricwarp B. McDermott, 
Royce H. SavaGcer, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule non wf oe: aeons 
Rules of the Senate, changes in existing law made by the bill, 
ported, are shown as follows (new matter is printed in it slic. existing 
law in which no change is proposed is shown in roman 


TITLE 28, UNITED STATES CODE 


1292. Interlocutory decisions. 


(a) The courts of appeals shall have jurisdiction of appeals from: 
< *K * 
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PROVIDING FOR REASONABLE NOTICE WHEN APPLYING 
FOR CERTAIN INTERLOCUTORY RELIEF 


Avausr 18 (legislative day, AvuecusT 16), 1958.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 6789] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 6789) to provide for reasonable notice of applications to the 
United States courts of appeals for interlocutory relief against the 
orders of certain administrative agencies, having considered the same, 
reports favorably thereon, without amendment, and recommends that 
the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to substitute a require- 
ment of reasonable notice for the requirement in certain statutes that 
agencies of the Government be given 5 days’ notice prior to action by 
the United States courts of appeals on applications for interlocutory 

relief against the orders of certain administrative agencies. 


STATEMENT 


This legislation is recommended by the Judicial Conference of the 
United States. The bill is divided into two sections, the first of which 
applies to orders of the Federal Communications Commission, the 
Secretary of Agricilture, the Federal Maritime Board, and the Atomic 
Energy Commission. The second section applies to the orders of the 
Civil Aeronautics Board. 

There are at least four references in the laws of the United States 

to the authority of the courts of the United States to issue writs and 
other process to postpone the effective date of agency action or to 
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preserve the status quo pending conclusion of administrative review 
proceedings. 
Section 1651 of title 28, United States Code, reads in part as follows: 


The Supreme Court and all courts established by Act 
of Congress may issue all writs necessary or appropriate in 
aid of their respective jurisdictions and agreeable to the 
usages and principles of law. 


The Administrative Procedure Act (5 U. S. C., sec. 1009 (d)) 
provides: 

(d) Pending judicial review any agency is authorized, 
where it finds that justice so requires, to postpone the 
effective date of any action taken by it. Upon such condi- 
tions as may be required and to the extent necessary to 
prevent irreparable injury, every reviewing court (including 
every court to which a case may be taken on appeal from or 
upon application for certiorari or other writ to a reviewing 
court) is authorized to issue all necessary and appropriate 
process to postpone the effective date of any agency action 
or to preserve status or righ ts pending conclusion of the 
review proceedings. 


Section 1039 (b) of title 5, United States Code, which is applicable 
to orders of the Federal Communications Commission, Secretary of 
Agriculture, the Federal Maritime Board, and the Atomic Knergy 
Commission, states 


In cases where irreparable damage would otherwise 
ensue to the petitioner, the court of appeals may, on hearing, 
after not less than 5 days notice to the agency and to the 
Attorney General, order a temporary stay or suspension, in 
whole or in part, of the operation of the order of the agency 
for not more than sixty days from the date of such order 
pending the hearing on the application for such interlocutory 
injunction, in which case such order of the court of appeals 
shall contain a specific finding, based on evidence submitted 
to the court of appeals, and identified by reference thereto, 
that such irreparable damage would result to petitioner and 
specifying the nature of such damage. 


Section 646 (d) of title 49, United States Code, which is applicable 
to orders of the Civil Aeronautics Board, prov ides: 


Upon good cause shown, interlocutory relief may be 
granted by stay of the order or by such mandatory or othe 
relief as may be appropriate: Provided, That no interlocutory 
relief may be granted except upon at least five days’ notice to 
the Board. 


The mere reading of the foregoing provisions indicates the apparent 
conflict between the quoted provisions providing for 5-day notice 
to administrative agencies and the earlier quoted authority for the 
issuance of all writs necessary to postpone the effective date of any 
agency action. In some instances the Court of Appeals of the District 
of Columbia has found it necessary to rely on the all-writs statute 
contained in title 28 and the Administrative Procedure Act to sustain 
the issuance of temporary restraining orders staying the effectiveness 
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of the administrative orders without regard to the provisions for 
5-day notice. ‘T'wo of these imstances are cited in a letter dated 
May 20, 1957, which is signed by the chief judge of the District of 
Columbia Circuit of the United States Court of Appeals and appended 
to this report. Unless such additional authority is utilized the present 
requirement of 5 days’ notice may, in urgent cases, prevent a court 
of appeals from granting application for interloc ‘utory relief in in- 
stances where promptness is required to prevent an order from 
operating to effe ‘ct a material change in the position of the litigants 
before determination of the appeal by the court of appeals 

While this proposal originally emanated from the Judici: al Council, 
consisting of the members of the C ourt of Appeals of the District of 
Columbia Circuit, in which many of the suits to enjoin or stay actions 
of the administrative agencies are brought, the agencies concerned 
were consulted and, according to information supplied by the Acting 
Director of the Administrative Office of the United States Courts, 
those agencies indicated that they would not object to substituting 
reasonable notice for the present inflexible provisions requiring 5-day 
waiting period before action. 

The reasonable-notice provisions in the bill conform to the practice 
which has been followed by the Court of Appeals for the District of 
Columbia with respect to stay orders. 

The committee believes that this legislation should be approved. 
An examination of the legislative history of the statute which estab- 
lished the requirement of 5-day notice for review of the orders of the 
Federal Communications Commission, Secretary of Agriculture, and 
the Federal Maritime Board, discloses no assigned reasons for the 
insertion of such an inflexible provision in the law. Obviously, such 
a period may be more than adequate where proceedings are instituted 
in the District of Columbia where many of the offices of these agencies 
are located, but may in some instances not be sufficient where the 
action takes place in a circuit outside the District of Columbia. The 
more flexible requirement that reasonable notice be given would take 
account of both of these factors. It would also take account of the 
frequent need for end iad dispatch in the issuance of orders of the 
court to protect the legitimate interests of litigants other than the 
Government of the United States. The legislation would also serve 
to minimize the present conflict between the sections of the law which 
are to be amended a1 nd the other sections of more general applicability 
quoted above. For these reasons the committee recommends favor- 
able consideration of this legislation. 

The committee has been advised that the bill has the approval of 
the administrative law section of the American Bar Association. 

Attached to this report and made a part thereof is the letter of the 
Acting Director of the Administrative Office of the United States 
Courts under date of April 4, 1957, transmitting a draft of this bill 
for introduction, and a letter dated May 20, 1957, addressed to a 
member of the staff of the Committee on the Judiciary of the House of 
Representatives and signed by Chief Judge Henry W. Edgerton of the 
District of Columbia Circuit, United States Court of Appeals. 
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ADMINISTRATIVE OFFICE OF THE 
Unirep Sratres Courts, 
SuPREME Court BUILDING, 
Washington, D. C., April 4, 1957. 
Hon. Sam RayBurRn, 
Speake r of the House of Ri prese ntatives, 
Wash ington, dD. i. 
Dear Mr. SpEAKER: On behalf of the Judicial Conference of the 
ited St: ates, I transmit herewith for the consideration of the Con- 


4 oan . . a 
gress a draft of a bill relating to the notice to be given of applications 
to the Unite ‘ed States courts of appeals for interlocutory relief against 


the orders of certain administrative agencies 


The first section of the bill has reference to the notice to be given 
on applications for interlocutory relief against orders of the Federal 
Communications Commission, the Secretarv of Agriculture, the Fed- 

ral Maritime Board, and the Atomic Energy Commission, while the 
second section re lates to the notice Lo he r1ven of such applications 
rainst orders of the Civil Aeronautics Board. 

Phe change which the bill would make is to substitute a requirement 
) I isO rb] howl to ti avencey Concerned in pine C Ol t} present 
S nents ot » GAVS ( ( oO tne ¢ 1¢ 

proposed legislation has been approved by the Judicial Con- 
rence of the United States upon the recommendation of its Com- 
i { he Vi if Ol { | 1 » 

Phi present req inent of ) davs’ notice SO netimes in urgent 
ases prevents a court of appe: ls to which appli ‘ation is made for 
1} ) COr\ relief from acti or with sufficient promptness in the 

rcumstances. The acench 3 concerned were cons ilted by the Com- 
mittee on Revision of the Laws and indicated that while they would 
1 lief to be cranted 


be strongly opposed to permitting interlocutory relief 
»y courts of appei ls without a Ly notice they would not object to 
elimins thy the 5- day W aiting period if the requirement ot iotice Was 
retained Conse que ntly the com imittee recommended and the Judicial 
Conference approved the provision of the enclosed bill that interlocu- 
tory relief in the nature of a temporary stay may be granted by a court 
of appeals 1 upon reasonable notice without a fixed time limit. 

1 proposal to do away with the inflexible provision for a waiting 

riod ¢ 5 ds ays emanated from the Judicial Council, consisting of the 
members of the Court of Appeals of the District of Columbia Circuit 
in which many of the suits to enjoin or stay actions of the adminis- 
rative ace neles involy red are bi ought. Inasmuch as the offices of 
the agencies are in the District of Columbia, very short notice to 
wsesei and to the Attorney General may suffice in urgent cases. The 
requirement in the bill that reasonable notice should be given would 
cee the discretion to dete rmine the length of the notice in the court 
of appes als in which the interloc utory relief is sought which it would 
seem is where it should be. 

Thus the bill submitted would provide for notice reasonable under 
the circumstances without specifying a fixed time. This is believed 
to represent a sound policy 1 in the situation. Accordingly the bill is 
recommended to the Congress for consideration and it is hoped that 
it may be enacted. 

Sincerely yours, 
ELMORE WHITEHURST, 
Acting Director. 





| 
] 
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Unitep States Court or APPEALS, 
District oF CoLtumsBia Crircvlt, 
Washington, D. C., May 20, 1957. 
C. F. BrickFrie.p, Esq., 
Counsel, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Brickrrevp: In response to your request to Mr. 
Whitehurst, I submit this letter in support of the need for the Jegisla- 
tion proposed in H. R. 6789, 85th C ongress. 

The statutes which H. R. 6789, 85th Congress, proposes to amend 
now prov ide that no interlocutory re ‘lief may “be granted by a court of 
appeals in cases from the agencies covered by the bill except upon at 
least 5 days’ notice to the board or agency involved. It has seemed 
necessary nevertheless for the Court of Appeal s for the District of 
Columbia Circuit, in reliance on the all-writs see. to issue tem- 
porary injunctions or stay orders in certain case . from the agencies 
described in the bill in order to prevent irre parable damage pending 
appeal and consequent frustration of jurisdiction. The following are 
examples: 

1) In National Airlines, Inc. v. Civil Aeronautics Board (case No. 
11383), National Airlines, on April 8, 1952, moved the court to 
temporarily restrain the effectiveness of a Board order which amended 
Eastern Airlines’ certificate of public convenience and necessity and 
authorized air service by Eastern over areas then being served by 
National. The Board order was to become effective April 11, 1952, 
and National alleged immediate and irreparable injury (serious diver- 
sion of traffic unless a temporary restr aining order was entered pend- 
ing action by the court on National’s petition for a stay filed concur- 
rently with the motion for a te mporary restraining order. However, 
there was no action on the motion for a temporary restraining order 
since the Board filed its opposition to the petition for stay the following 
day (April 9, 1952). The court heard argument on the petition on 
April 10, 1952, and entered an order therein the same day granting 
the stay. This was all accomplished within 3 days after National 
Airlines had filed its motion for temporary restraining order and 
petition for stay. 

2) In Isbrandtsen Co., Inc. v. United States of America (No. 11679), 
the petitioner, Isbrandtsen Co., a steamship company flying the flag 
of the United States, and engaged in the transportation of freight 
from Japan, Korea, and Okinawa to the Gulf-Atlantic ports of the 
United States, on January 22, 1953, moved the court for an inter- 
locutory injunction and for a stay of an order issued by the Federal 
Maritime Board on January 21, 1953, which permitted a proposed 
dual rate system of a voluntary association composed of 18 common- 
carrier ste amship lines to go into effect within 48 hours, and which 
order denied requests by an independent steamship line (Isbrandtsen 
Co.) and the Attorney General for an immediate hearing of issues 
prior to initiation of the system and for suspension of the system 
pending such a hearing. The Board’s order was to become effective 
after midnight January 22, 1953, and the Isbrandtsen Co. alleged 
irreparable loss and damage (loss of shipping) unless a temporary 
stay pending hearing of the application for interlocutory injunction 
was granted by the court. 
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The court on January 22, 1953, heard argument of counsel for the 
petitioner and counsel for the Maritime Board on the application for 
temporary stay of the order and on the same day entered an order 
granting a temporary stay of the Board’s order unti i January 29, 1953, 
and until such time thereafter as might be necessa ry to enable the 
court to reach a further determination on the application after hearing 
further argument thereon on January 29, 1953. In other words, the 
stay was granted on the same day that Isbrandtsen filed its motion 


for temporary injunction and petition for stay. Subsequently, on 
ee 23, 1953, the court granted the request for an interlocutory 
injunction and stayed the Board’s order pending final determination 
of the case. On January 21, 1954, after hearing the case on the 
merits, the order of the Board was set aside by this court. IJsbrandtsen 
Co. v. U.S. (211 KF. 2d 51). A rtiorari was denied June 1, 1954, 
i feral Maritime Board v. Uni States (347 U.S. 990 


The power of the court to ae such action is recognized in the all- 
writs statute (28 U.S. C., sec. 1651), which provides 

‘““(a) The Supreme Court and all courts established by act of Con- 
gress may issue all writs necessary or appropriate in aid of their 
respective jurisdictions and agreeable to the usages and principles of 
law.”’ 
and in the Administrative Procedure Act (5 U.S. C., sec. 1009 (d)), 
which provides: 

“(d) Pending judicial review any agency is authorized, where it 
finds that justice so requires, to postpone the effective date of any 
action taken by it. Upon such conditions as may be required and to 
the extent necessary to prevent irreparable injury, every re viewing 
court (including every court to which a case may be taken on appe val 
from or upon application for certiorari or other writ to a reviewing 
court) is authorized to issue all necessary and appropriate process to 
postpone the effective date of any agency action or to preserve status 
or rights pending conclusion of the review proceedings 

The Judicial Council of the Distt rict of Columbia Circuit took 
cognizance of the apparent conflict between the all-writs statute and 
the provisions of the Administrative Procedure Act on the one hand, 
and the 5-day restrictive provisions of the statutes here under con- 
sideration on the other hand. The Council concluded that the 
5-day restrictive provisions are ineffectual because of the recognized 
power of the court, upon good cause shown, to grant interlocutory 
relief before the expiration of the 5-day period. The Council there- 
fore recommended to the Judicial Conference of the United States 
that the 5-day notice provision be eliminated. 

The Judicial Conference of the United States was of the view, 
however, , that the purpose could best be accomplished by the substitu- 
tion of a requirement for “reasonable notice’ in lieu of the fixed 
provision for 5 days’ notice, and recommended the enactment of 
legislation to accomplish that purpose (Judicial Conference Reports, 
March 1955 session, p. 17; March 1956 sesssion, p. 20; September 
1956 session, p. 45) 

The reasonable-notice provisions in the bill conform to the prac- 
tice which has always been followed by the Court of Appeals for the 
District of Columbia with respect to stay orders. That is to say, 
the court of appeals for this circuit never acts upon an application 
for the stay of an order of any agency without reasonable notice to 
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the agency and an opportunity to be heard. The Council is of the 
view that the proposed legislation is sound and proper and has 
recommended that it be approved. I am glad to state that at the 
present time the various boards and agencies are cooperating with the 
court by maintaining the status quo with respect to the orders sought 
to be stayed until the court of appeals can hold an orderly hearing 
with respect to the application for stay, after reasonable notice to 
the boards or agencies. 
Very truly yours, 


Henry W. Epcerton, Chief Judge. 


CHANGES IN EXISTING LAW 
In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
(5 U.S. ¢ 


1039 (b)—third sentence) 


* * * Tn cases where irreparable damage would otherwise ensue to 
the petitioner, the court of appeals may, on hearing, after [not Jess 
than five days’] reasonable notice to the agency and to the Attorney 
General, order a temporary stay or suspension, in whole or in part, 
of the operation of the order of the agency for not more than sixty 
days from the date of such order pending the hearing on the applica- 
tion for such inte an ‘utory injunction, in which case such order of the 
court of appeals shall contain a specific finding, based on evidence 
submitted to the court of appeals, and identified by reference thereto, 
that such irreparable damage would result to petitioner and specifying 
the nature of such damage. 
Parallel column analysis, 
provision in right column. 


new provision in left column; superseded 


BILL AS REPORTED 49 U. S. C., SEC. 646 (d) 


“> 


9 U 


(Second Sentence) 


(New Provision 
646 (d) 


(Superseded hh sion) (Second 
Sentence 


* * * * * * 


Upon good cause shown 
and after reasonable notice to the 
Board, interlocutory relief may be 
granted by stay of the order or by 
such mandatory or other relief as 
may be appropriate. 


Upon good cause shown, 
interlocutory relief may be granted 
by stay of the order or by such 
mandatory or other relief as may 
be appropriate: Provided, That no 
interlocutory relief may be granted 
except upon at least five days’ 
notice to the Board. 
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VENUE IN TAX REFUND SUITS BY CORPORATIONS 


Avaust 18 (legislative day, AUGusT 16), 1958.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 9817] 


The Committee on the Judiciary, to which was referred the bill (H. 
R. 9817) relating to venue in tax refund suits by corporations, having 
considered the same, reports favorably thereon, with amendments, and 
recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 2, beginning on line 2, following the word “business” and 
before the word “of” insert the following, “or principal office or 
agency 

On page 2, line 3, following the word “business” and before the word 
“in” insert the following, “or principal office or agency”. 


PURPOSE OF THE AMENDMENTS 


The purpose of the proposed amendments is to restore the language 
previously stricken by the House of Representatives in order to make 
the venue provisions conform to language relating to the place for 
filing tax returns by corporations as set forth in section 6091 (b) (2) 
of the Internal Revenue Code of 1954. 


PURPOSE 


The purpose of the proposed legislation is to define more particu- 
larly venue in suits brought by cor porations against the United States 
for refund of taxes. The bill also establishes venue, in the case of for- 
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eign corporations or other corporations having no principal place of 
business, in the judicial district in which the return was filed, or in 
the judicial district in which lies the District of Columbia. 

The bill also provides that, notwithstanding these venue provisions, 
a district court, may for the convenience of the parties and witnesses, 
and in the interest of justice transfer any action to any other district 
or division. 

STATEMENT 


Section 1346 of title 28, United States Code, defines the jurisdiction 
of the district courts of the United States. This jurisdiction includes 
civil actions against the United States for the recovery of taxes wrong- 
fully collected under the internal revenue laws (28 U.S. C. 1346 (a)). 

Section 1402 (a) of title 28, United States Code, provides that any 
civil action against the United States, brought under subsection (a) of 
section 1346 of title 28, may be prosecuted only in the judicial district 
where the plaintiff resides. 

The decisions of the Federal courts relating to the residence of cor- 
porations are in conflict. For example, the District Court for the 
Middle District of eis in 1954, in the case of United Merchants 
and Manufacture rs, Inc., v. United States (123 F. Supp. 435), de- 
cided that the venue of a oorpor ate tax re ane suit lay in the district 
in which the corporation was incorporated. The United States Court 
for the Southern District of New York in 1955, however, in the case of 
Southern Paperboard Corporation v. United States (127 F, Supp. 
649), permitted a corporate tax refund suit to be brought in the ju- 
dicial district in which the corporation was doing business. ‘These 
vases are but illustrations of the confusion which exists on this ques- 
tion. As the result of this confusion, the section on taxation of the 
American Bar Association proposed, and the American Bar Asso- 
ciation approved, the submission to Congress of an amendment which 
would more particularly define venue in tax refund suits. ‘This 
proposed legislation would provide that suits in tax refund cases may 
be brought in the judicial] district In which the corporation has its 
principal place of business or in the judicial district in which is lo- 

cated the principal office or agency of the corporation. 

Following the submission of legislation, embodying the recom- 
mendation of the American Bar Association, to the House of Re ‘pre- 
sentatives, the House Judiciary Committee requested a expression 
from the Judicial Conference of the United States concerning this 
proposal. The Judicial Conference responded by recommending ap- 
proval of the bill with an amendment striking out the words “prin- 
cipal office or agency” wherever they appear. In accordance with this 
recommendation of the Judicial Conference, the House of Repre- 
sentatives approved the legislation with that amendment. The basis 
of the proposal of the Judicial Conference to amend the bill by the 
deletion of the words “principal office or agence y’ was that the other 
language of the bill relating to venue “the prine ipal place of busi- 
ness” was a term used in the Bankruptey Act which had been a part 
of the law for more than 50 years and had therefore become a term 
of art by reason of judicial decisions determining its si ‘ope. 

The American B ar Association in drafting its proposal had taken 
the phrases “the prine ipal place of business or principal office or 
agency of the corporation” from the language of section 6091 (b) (2) 
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of the Internal Revenue Code of 1954. This section describes the 
place for filing returns or other documents. It provides, as far as cor- 
porations are concerned, that they are to be filed in the internal 
revenue district in which is loc: ed the principal place of business 
or princ ipal office or agency of the corporation. 

Thus, while it is true that “principal place of business” may have a 
well-defined meaning by v irtue of judicial decisions in cases involving 
bankruptcy, the phrase “principal office or agency” is likewise well- 
known terminology in the internal revenue laws. Since the instant 
legislation applies to venue in internal revenue cases it would seem 
more desirable to have the language of the venue statute conform to 
the language of the Internal Revenue Code. Permission to bring suit 
at the place where the tax returns have been filed will — venue at 

the area of principal contact of the taxpayer with officials of the In- 
ternal Revenue Service and others concerned with the disposition of 
tax liability. Where the judicial district and the internal revenue 
district in such cases coincide, this may result in convenience to the 
Government as well as convenience to the corporate litigant. The files 
of the Government and its witnesses will thus be more readily at hand. 

The bill would also serve to clarify the rights of foreign corpora- 
tions in making application for filing a suit for the refund of taxes 
erroneously collected. While section "1346 (a) of title 28 permits the 
institution of a civil action against the United States in the district 
court whenever it can be brought in the Court of Claims, and these 
provisions are applicable to the foreign corporations, the foreign cor- 
poration cannot meet the requirements of section 1402 (a) of title 28, 
since the foreign corporation does not “reside” in any judicial district 
in the United States. See Argonaut Navigation Co. v. United States 
(142 F. Supp. 489 (S. D. N. Y. 1956) ). 

The committee believes that this legislation, as amended, represents 

. definite improvement over the existing law. It is apparent from 
the cases cited, and from the information furnished to the committee, 
that considerable confusion now exists in the interpretation of the 
word “resides” as that term is applied to corporations. 

The committee believes that the foregoing considerations establish 
the merit of the bill and the committee, therefore, recommends that it 
be favorab ly considered. 

Attached to this report is a letter dated December 26, 1957, addressed 
to the chairman of the House Judiciary Committee a signed by the 
chairman of the section of taxation of the American Bar Association. 

Also attached is a letter dated March 19, 1958, addressed to the chair- 
man of the House Judiciary Committee and signed by the Director of 
the Administrative Office of the United States Courts. 

Attached to this report are recommendations of the American Bar 
Association with respect to this legislation. 
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AMERICAN Bar AssocraTion, 
SECTION OF Tax ag 
Washington, D. C., December 26 , 195’ 7. 
Hon. EMAanveEL CELLER, 
Chairman, Judiciary Committee, 
House of Re prese ntatives, Washington, D. C. 


Dear ConcressMAN Ceiier: At its annual meeting in New York 


in July of this year, the American Bar Association inten a resolu- 
tion recommending an amendment of section 1402 (a) of title 28 of 
the United States Code to pe ide special rules for determining venue 
in suits by corpor: itions against the United State for refund of taxes 
A copy of said resolut fox and accompanying explanation is enclosed 
herewith. 

It will be noted that the resolution directs the section of taxation 
of the association urge the propo ed amendment, or its equivalent 


in purpose a, effect, upon the proper committees of Congress. 
Accordingly, as chairman of the section, I respectfully urge your 
committee to consider and : ipprove the proposed amendment. 

As stated in OR ‘expla vation. the United sstates cist ne courts are 
in disagreement as to the district court in which a corporation may 


bring suit against the United St: ates for refund of Federal taxes. 


(See Nouthe my Pape rbhor ira ( or pe VaLiON VY. Una d Ntat S. i o7 ki ; Supp. 
649 (S. D. N. Y. 1955); Albright & Friel. Inc. v. United States, 142 
F. Sup Ps. eo (KE. D. Pa. 1956); United Transit Co. v. United States, 


4 ] 7. . O og We | as 

57) ; Ric h fi eld l Corp.v. United States, 57-1 U.S. T. C., ee 

957 P-H Fed. 72,731 (S. D. Calif. 1957): Covington Maritime Cc 
v. United States, 57-1 U.S. T. C., par 9687 1957 P-H Fed. 72 809 
(E. D. N. Y. 1957).) 

The purpose of the proposed amendment is to remove this uncer- 
tainty. 

We hope that you will call upon us if any further explanation of 
the sire thr apeceane; nt is desired. We should also like to have an 
opportunity to appear and testify before your committee in support 
of this ates a amendment if the subject matter should be within 
the scope of any open hearings conte mplat ted by the committee. 

Very truly yours, 


9505. 1957 P H “ed.. Dal 12.610 (M. 1). Tenn. 





Lee I. Park, 


Chairman. Ne ction oT 7 axvation. 


ADMINISTRATIVE OFFICE OF THE 
UNITED STATES COURTS, 
Washinaton. D.C.,. March 19, 1958. 
Hon. EMANUEL CELLER, 
Chairman. Committee on the Judiciary, 
“ie of Repre Sé ntatives. Washington, Dd. G: 

Dear Mr. Cuarrman: Reference is made to your letter of January 
24 aatine as to my views on H. R. 9817 relating to venue and tax 
refund suits by corporations, and to the reply of Assistant Director 
William L. Ellis informing you that the Judicial Conference of the 
United States had not at that time considered the proposed legislation 
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and that therefore we were unable to express an opinion concerning it. 
I can now inform you that the Judicial Conference of the United 
States has considered H. R. 9817 at its meeting on this date. The 
Conference approves the enactment of the bill with an amendment 
striking out the phrases “principal office or agency” wherever they 
appear. The reasons for the suggested amendment are the following: 
It is recognized that the purpose of the bill is to resolve the pr esent 
uncertainty as to the proper venue in tax refund suits by corporations, 
and the Conference agrees with the proponents of the bill that the 
district in which a corporation has its principal place of business is 
much more likely to be a convenient forum than that in which it is 
incorporated, if the two are not the same. However, the Conference 
recommends that in the interest of precision it would be better to use 
in the proposed statute only the phrases “prince ipal place of business” 
and strike from the bill the alternate phrases “or principal office or 
agency.” The phrase “principal place of business” has become a 
term of art since it has been used for more than 50 years in the Bank- 
ruptey Act and in other statutes and has come to have a well-defined 
meaning as the result of many judicial decisions. The phrase “prin- 
‘ipal office or agency” has no such history of interpretation and seems 


her to indicate the possibility of an alternate venue or to broaden 

n some undefined way the established meaning of “principal place of 

business.” Consequently the inclusion in the bill of “principal office 

r agency” might reintroduce some of the ve ry uncertainty as to venue 
which it is the purpose of the statute to eliminate. 


Consequently the Judicial Conference of the United States recom- 
mends approval of the bill with an amendment. striking out. the 
phrases “principal office or agency” wherever they appear. 

Sincerely yours, 
Warren Ouney IIT, Director. 


RECOMMENDATIONS OF THE AMERICAN Bar AssocraT1Ion MoptryIne 
THE Provisions or toe Unirep States Copr APPLICABLE TO 
Venve In Tax Rerunp Suits ny CorroratTions 

Resolved, That the American Bar Association recommends to the 

Congress that title 28 of the United States Code be amended to provide 


special rules for determining venue in suits by corporations against 


the United States for refund of taxes; and be it further 

Resolved, That the association proposes that this result be effected 
by amending section 1402 (a) of title 28 of the United States Code; and 
be it further 

Resolved, That the section of taxation is directed to urge the follow- 
ing amendment or its equivalent in purpose and effect upon the proper 
committees of Congress: 

Src. 1. Section 1402 (a) of title 28, United States Code, is amended 
to read as follows (insert new matter in italic) : 

(a) Any civil action against the United States under subsection (a) 
»f section 1346 of this title may be prosecuted only: 

(1) Fecept as provided in paragraph (2), in the judicial district 
vhere the plaintiff resides , 
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(2) In the case of a civil action by a corporation under paragraph 
(1) of subsection (a) of section 1346, in the judicial district in which is 
located the principal place of business or principal office or agency of 
the corporation, or if it has no principal place of business or principal 
office or agency in any judicial district (A) in the judicial district in 
which is located the office to which was made the return of the tax in 
respect of which the claim is made, or (B) if no return was made, in 
the judicial district in which lies the District of Columbia. Notwith- 
standing the fore going provisions of this paragraph a district court, 
for the convenience of the partie s and witnesses, in the interest of qus- 
tice, may transfer any such action to any other district or division. 


CHANGES IN EXISTING LAW 


In compilance with subsection 4 of rule X XTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as ‘Eollows (matter to be stricken is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman) : 


TITLE 28, UNITED STATES CODE 
- e + & at a cS 
§ 1402. United States as defendant. 

[(a) Any civil action against the Umited States under subsection 
(a) of section 1346 of this title may be prosecuted only in the judicial 
district where the plaintiff resides.] 

(a) Any civil action against the United Staies under subsection 
(a) of section 1346 of this title may be — cuted only: 

(7) Except as pepeiile d in paragraph (2), im the judicial district 
where the plai ntiff resides; 

(2) In the rise oF AC iD al ac tion by a corporal FrON under paragraph 
(1) of subsection (a) of section 1346, in the judicial district in which 
is located the principal place of business or principal office or agency 
of the corporation; or if it has no principal place of business or 
prince tpal office or agency im any judicial district (A) in "- judicial 
district in which is located the office to which was made the return 
of the tax in respect of which the claim is made, or (B) if no return 
awas made, in the judicial district in w thic h lies the District of OC olum- 
bia. Notwithstanding the foregoing provisions of this ae. 
a district court, for the convenience of the parte s and witnesses an 


the interest Of qustic, may transfer any such ac tion to ¢ InNY other dis- 


trict or division. 
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PERMITTING ILLUSTRATIONS AND FILMS OF UNITED 
STATES AND FOREIGN OBLIGATIONS AND SECURITIES 


18 (legislative day, AUGUsT 16), 1958.—Ordered to be printed 


Mr. Eastinanp, from the Committee on the Judiciary, submitted the 


following UN RSi a 

OF MICHIGAN 

: a Weibel Te z 

REPOR1 SEP 11 1953 

[To accompany H, R. 9370) MAIN 

READING ROOM 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 9870) to permit illustrations and films of United States and 
foreign obligations and securities under certain circumstances, and 
for other purposes, having considered the same, reports favorably 
thereon with amendments and recommends that the bill, as amended, 

do pass. 


AMENDMENTS 


1. On page 2, line 13, after the word “illustrations”, insert the fol- 
lowing: “, except those of stamps,”. 

2. On page 2, line 16, strike the words “stamp or other”. 

3. On page 2, line 18, after the word “their”, insert the word “final”. 

4. On page 2, line 20, after the comma, strike the word “except” 
and insert in lie: thereof the words “but not”. 

5. On page 2, line 21, after the word “purposes”, insert the words 
“except philatelic advertising”. 

6. On page 3, line 15, after the words “limited to”, insert the word 
“uncanceled”. 


7. On page 3, line 16, strike the words “canceled or”. 


PURPOSE OF AMENDMENTS 


The purpose of the first and second amendments is to continue in 
effect the situation under existing law whereby foreign stamps may be 
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illustrated for certain purposes and under certain conditions with- 
out limitation as to the size of the illustrations. Illustrations of 
United States stamps would also be permitted in the same manner. 
With respect to the latter, illustrations at the present time are limited 
under regulations issued pursuant to the section being amended to a 
size less than three-quarters or more than 11% the size of the genuine 
stamp. Representations have been made to this committee by phila- 
telists and stamp dealers that postage stamp albums, catalogs, and 
other literature now in existence contain illustrations of foreign 
postage stamps in exact size as permitted under existing law, which 
public ations would become subject to forfeiture if the bill became law 
in the form that it passed the House. Therefore, these amendments 
are designed to correct that situation. Moreover, the amendments to 
paragr aph (1) of the first section of the bill would remove the exist- 
ing size restrictions with respect to the illustration of United States 
stamps, inasmuch as there appears to be no logical reason to retain 
this restriction. The Treasury Department has indicated it has no ob- 
jection to these amendments. 

The purpose of the third amendment is to make clear that it would 
not be necessary to destroy negatives and plates used in making 
the illustrations that would be permitted until after their final use. 
The committee has been informed that plates used to make stamp 
albums, for example, are used several times over during a period of 
time and the amendment would remove any possible doubt as to 
whether that practice can be continued. 

The purpose of the fourth and fifth amendments is to permit the 
filming of stamps for advertising purposes. Postage stamp dealers 
have pointed out that without these amendments, they would be un- 
able to show pictures of their product, i. e., postage stamps, in advertis- 
ing on such media as television. Since a special exception is made 
under existing law which permits illustrations of stamps in connec- 
tion with advertising in printed publications, it would appear logical 
to permit such use in other media which have been developed since 
the originale nactment of the prohibitions. 

The purpose of the sixth and seventh amendments is to limit the 
definition contained in section 3 of the bill to uncanceled stamps of 
foreign governments whether or not demonetized. One of the prin- 
cipal practical effects of section 3 of the bill as referred to this com- 
mittee would have been to prohibit completely colored illustrations 
of foreign postage stamps. Philatelists and stamp dealers have made 
strong sin ei to the committee that the complete prohibi- 
tion of colored illustrations would have a highly adverse effect upon 
the stamp industry, particularly in the promotion of the sale of stamps 
through the use of colored illustrations of stamps. The Treasury 
Department, at whose instance this legislation was introduced, has 
contended, on the other hand, that United States and foreign postage 
stamps should receive uniform treatment under the laws of the United 
States and that whether or not an act is criminal under our laws should 
not depend on the law or act of a foreign government. These — 
ments are a compromise between those two positions, and one of 1 
prine ipal practical effects would be to permit the use of = iL 
lustrations of canceled stamps of foreign governments. Under the 
amendments to section 3, it would not be necessary for the Treasury 
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Department to resort to the law or acts of a foreign country, as it 
would be possible to determine the legality of a reproduction by 
whether or not it was cancel on its face. The amendments proposed 
to the new section 15 of title 18, United States Code, will have the ef- 
fect of removing canceled foreign stamps from the purview of section 
504 and, therefore, it will be possible to freely illustrate canceled for- 
eign stamps in color for any legitimate purpose. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to- 
(1) Permit black and white illustrations of revenue stamps of 
the United States for philatelic and numismatic purposes ; 

(2) Permit black and white illustrations of United States and 
foreign paper money and other obligations and securities for edu- 
cational, historical, and newsworthy pur poses ; and 

(3) Permit motion picture films, microfilms, and slides of 
United States and foreign postage and revenue stamps, paper 
money, and other obligations and securities, except films in con- 
nection with advertising. The proposed legislation would also 
amend existing law to make clear that uncanceled foreign postage 
and revenue stamps are obligations and securities of foreign gov- 
ernments within the meaning of the counterfeiting statutes of the 
United States. 

The Department of the Treasury submitted a draft of this proposal 
and recommended its enactment. That Department will have initial 
responsibility for the administration of these provisions. 


ANALYSIS OF THE BILI 


Section 1 of the bill is divided into two parts. Paragraph (1) will 
permit the printing, publishing, or importation of black and white 
lustrations of postage, revenue stamps, and other obligations and 
securities of the United States and of a foreiegn government, bank, o1 
corporation for philatelic, numismatic, educational, historical, or 
news-worthy purposes in articles, books, journals, newspapers, or 
albums (but not for advertising purposes except illustrations of 
stamps and paper money in the advertising of legitimate dealers in 
sti uns Or COINS OF of publishe rs or dealers in philatelic or numismatic 
articles books, ete.). 

Such illustrations may not, except as to stamps, be of the same size 
of the matter which they illustrate but must be of a size either less 
than three-fourths or more than i in linear dimension of each part 
of such stamp, obligation, or security. The negatives and plates used 
n making the illustrations must be a stroved after final use. 

Paragraph (2) permits the making or importation, except for 
adve rtising purposes, of film, microfilms, ete., for use on a sereen or 
telecast of postage or revenue stamps and other obligations and securi- 
ties of the United States and of a foreign government, bank, or cor- 
poration. No reproductions may be made from such films, ete., under 
this paragraph without the permission of the Secretary of the 
Treasury. 

Section 2 of the bill is a drafting provision and amends the chapter 

nalvsis of chapter 25 of title 18 of the United States Code to reflect 
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the change made in the catchline to the revised section of the code set 
out in section 1 of the bill. 

Section 3 contains a definition of the term “obligation or other 
security of any foreign government” so as to include uncanceled 
stamps of foreign governments whether or not demonetized. 

Sect ion 4 of the bill, like section Jd is a drafting provision, and 
amends the chapte! analy sis of chapter 1, title 18 of the code to reflect 
the catchline of the new section 15 of title 18 as set forth in section 3 
f the bill. 

STATEMENT 


(7) Illustrations of United States revenue stamps 
Under existing law, title 18, United State Code, section 504 (a) (3), 
only that portion of the border of a revenue stamp of the United 
States as may be necessary to show minor distinctive features of the 
stamp may be illustrated and the portion illustrated must be at least 
four times the size of the corresponding portion of the genuine st ump. 
_ “ry illustrations in the likeness of United States revenue stamps 
e prohibited by title 18, United States Code, section 474, which 
prohibits making any engraving, photograph, print, or impression in 
the likeness of any obligation or security of the United States or any 
part of such obligation or security. The term “obligation or other 
security of the United States” is defined by title 18, United States 
(ode, section 8, to include stamps. 

With respect to United States postage stamps, however, title 18, 

ane States Code, section 504 (b), and the regulations issued by the 

cretary of the Treasury thereunder (31 C. F. R. 400), permit black 
a white illustrations of complete postage eee for philatelic 
purposes in articles, books, journals, newspapers, or albums | including 
the circulars or advertising literature of legitimat ada alers in stamps or 
publishers of or dealers in philatelic or historical articles, books, 
journals, oralbums). It is difficult for collectors of revenue stamps to 
understand why illustrations of United States revenue stamps should 
not be permitted under the same conditions as illustrations of United 
States postage stamps. They contend that the limitations as to their 
illustration hamper them in the dissemination of information with 
respecl to the collection of such stamps. 

As to internal revenue commodity ea various provisions of 
law require their destruction after ey de neing faxpayvment or permit 
their sale only for taxpayment purposes. As the collection of these 
stamps is not authorized, it would not seem that there is any oceasion 
to illustrate them. However, documentary and certain other types 
of revenue stamps are available for purchase by stamp collectors; 
lso, collectors possess old revenue stamps, such as match and medicine 
stamps which they desire to illustrate. Paragr: iph (1) of section 504 
f title 18 of the United States Code, as it would be amended by the 
bill, will permit illustrations of United States revenue stamps in the 
same manner as illustrations of United States postage stamps. The 
proposed authority to permit such illustrations is not, however, in- 
ended to affect the e xisting authority of the Secret: ry of the eee 

prescribe recul: ations respec ting ‘the sale, pos 2eSsIOn. or se otf 
ternal revenue stamps. 

Black-and-white illustrations of United States postage stamps are 
permitted under the present statute for philatelic purposes under 
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regulations issued by the Secretary of the Treasury, subject to the 
approval of the President. Executive Order No. 10583, dated De- 
— r 18, 1954, delegated to the Postmaster General the authority 

approve the regulations 

Tl he statute permitting illustrations of United St: ites postage stamps 
under regulations issued by the Secretary of the Treasury was enacted 
in 1938. Regulations were issued by the Secretary of the Treasury it 
the same year which limited postage-stamp illustrations to a size 
of less than three-fourths or more than 114, in linear dimensions, of 
each part of the genuine stamp. These regulations have been in effect 
for nearly 20 years and, insofar as the Treasury Department is aware, 
have proved satisfactory in operation. In the circumstances, the 
instant legislation will incorporate the provisions of the regulations 
into basic law, except that the size limitations would be removed. 
Hfowever, it is not considered necessary to carry forward into basic 
law the reference to canceled or uncanceled postage stamps since they 
are included by virtue of the definition contained in title 18, United 
States Code, section 8. Nor is it believed necessary to incorporate 
into basic law the reference in the regulations to postage stamps 1m 
pressed upon stamped envelopes or postage cards since it appears evi 
dent that such illustrations will be permitted. 


) 


(2) JHustrations of paper money and bonds 

Litle LS, Un ted States Code, section 174, as previously stated, 
prohibits making any photograph, engraving, print, or impression in 
the likeness of al mn obligation or security of the United States or a 
part of such obligation or security. The term “obligation or othe: 
ecurity of the United States” is defined by title 18, United States 
Code, ection Os 100 include, in addition to stamps, bonds, various 
types of paper money, checks, and other items. 

The Treasury Department receives numerous requests for special 
permission to use illustrations of paper money and other obligations 
nd securities of the United States for various legitimate purposes. 
Publishers of textbooks often desire to use illustrations of United 
States say nee bonds and postal money orders, for example, in schoo] 
textbooks. Collectors of old paper money likewise wish to use illus 
rations of such money in articles relating to their issue and in collec 
tor’s catalogs. Historians similar ly want to use illustrations of paper 
money to pic ture the currency m circulation during a partic ular his 
torical period. Newspapers quite often publish pictures of paper 
money or checks In connection W ith hews articles, usually beeause of 
ignorance of the statutory prohibitions against the use of such 

illustrations. 
The Secretary of the Treasury, under the authority vested in him 
by title 18, United States Code, section 474, has normally as a matter 


} 
| 
i 


of practice for many years made exceptions to the statute by granting 
special] permission to use illustrations of U re States bonds and 
paper money for numismatic, historical, and educational purposes. 


To prevent any possibility of the illustrations ieee used as an Instru- 
ment of fraud, such special permission has been limited to the use 
of black-and-white illustrations less than three-fourths or more than 
11/4, times the size of the genuine paper money. 

It is the opinion of the Treasury Department that the printing in 
publications of black-and-white illustrations of paper money and 
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othe r ot bheat ions and securities of the United States restricted ih size 
will not facilitate counterfeiting. Paragraph (1) of section 504 of 
the United States Code, as it would be amended by the bill, will 
pecifically permit such illustrations for numismatic, educational, his- 
torical, and newsworthy purposes and will obviate the necessity of 
obtaining special permission from the Secretary of the Treasury in 
lustrations is desired. A provision 
is included to require that the negatives and plates used in making 


each case where the use oT such li 


he illustrations shall be destroyed after their final use for the pur- 
pose for which they were made. Such a requirement has formerly 
been imposed in cases where the Secretary of the Treasury has granted 
pecial permission as a precautionary measure and to avoid investi- 
vations of alleged violation where plates and negatives were legiti- 


mately made but were merely discarded instead of being destroyed. 

The instant legislation will not permit the printing of facsimiles in 
the likeness of paper money or other obligations, but would limit re 
productions to illustrations in publications. Also, the legislation 
would hot permit such illustrations to be used in connection with 
gener il advertising, which is prohibited by title LS, United States 
Code, section 475, except as spec ifically authorized by the bill. The 
ise of illustrations in connection with advertising would be limited 
inder the legislation to the use of illust trations of stamps and paper 
money in advertising of numismatists, i. e., collectors of coins and 
paper money, and aes lers in stamps, and numismatic and philatelic 

idvertising of publi he rs of or dealers in philatelic and num —— 


irticles, books, journals, newspapers, or albums. The use of illus 
trations of stamps and paper money in advertising would not Pa 
to publishers of educational | historical books and journals, since 


such an extension would per mit. for example, use of illustrations of 
stamps and paper money in connection with advertising that would 


not necessarily be limited to philatelic and numismatic advertising. 


, 78 . , °,8 ° , , , 
en Obligatio md securities OF forezagn governments, Dank - rnd 


CO) pora IONS 


Paragraph (1) of section 504 of title 18 of the United States Code, 
as it would be amended by the instant legislation, would permit 


illustrations of revenue stamps and other obligations and securities 

of forelon vovernments, hanks, and corporations for humisniath 

edue ational, historical, and newsworthy purpos ses on the same asin 
obli 


as illustrations of stamps and other i@ations and securities of the 
United States. 

Due to the prope seq uniformity of treatment with respect to ilius 
trations of United States and api oblig ations | and securities, the 


xisting separate sections of lav il] be consol = ited into one section. 
Also, the requirement, presen ntly contained | in title 18. United States 
Code, section 504 (a) (1). that foreign revenue st: imps be made from 
= faced plates will be iesinated as unnecessary in view of the othe 


. os 
chan ges made by the bill. 


(4) Films oT obligations and securities oF the l'nited States and 


Toreiqn governments 


Title 18 United States Code, section 474, supra, prohibits films of 
postage stamps, revenue stamps, bonds, paper money, and other 
obligations and securities of the United States. Title 18, Umited 
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States Code, section 481, contains a similar prohibition with respect 
to obligations and securities of foreign governments, banks, and 
corpors ations. 

The prohibition contained in section 474 was originally enacted in 
the 1860" 3s while t he o ern in section 481 was originally enacted 
in the 1880's, Advances in the field of photography since that time 
have developed motion pictures, microfilms, and slides or transparen- 
cies. Present-day philatelists desire to use slides of postage stamps 
for projec tion on a screen in illustrat ing lectures on sts alps and s pec ial 
permission has been given by the Treasury Department for that pur- 
pose in individual ¢ . Banks and other institutions use microfilm 
to keep records of ‘dali business transactions, which include the 
handling of Government checks and bonds. In the latter instance, 
the Secretary of the Treasury has issued regulations to permit banks 
to make such films (31 C. F. R. 404). Business establish ments desire 
to use reproductions of paper money on films for the training of em- 
plovees. More recently, the Treasury Department has had mquiries 
relative to the use of films containing re productions of postage stamps 
and paper money in connection with telee: asting. 

The use of films by individuals and by private industry for various 
purposes has expanded steadily over the years and the Treasury De- 
partment perceives no difficulty, from the st: indpoint of preventing 
counterfeiting, 1 perm ittine the making of motion- picture films, 
microfilms, or slides of various obligations and securities of the United 
States and foreign governments. P aragraph 2) of section 504, as it 
would be amended by the bill, would provide statutory authority for 


making such films. The counterfeiter does not use a motion-pic ture 
film. microfilm. or slide in the preparation of counterfeits and it is 


felt that to permit suc h films would not facilitate counterfeiting. As 
a prec “ution. however, a provision is ineluded to the effect that no 
prints o enlargements could be made from the films without special 
pment of the Secretary of the Treasury. Also, the making of 
films or r slic les of obligations and securities for advertising purposes 
except films of stamps, would continue to be prohibited in conformity 
with the prohibitions against the use of printed illustrations in connec- 
tion with pdivieetinana 
(5) Illustrations of fore an postage and revenue stamps 

Title 18, Unite d States Code, section 481, supra, prohibits making 
any engraving, photograph, print, or impression of obligations or 
securities of any foreign government. The question of whether for 
eign stamps are an “obligation or other security of any foreign goy- 
ernment” within the meaning of the section has arisen on several 
oceasions and there has been a divergence of opinion in that regard. 
In 1895, the Attorney General ruled that counterfeits of uncanceled 
foreign postage stamps were subje ct to seizure under what is now title 
18, United States Code, section 492, which provides that all counter- 
feits of any obligation or other security of the United States or of any 
foreign government could be seized and forfeited to the United States 
(21 Op. Atty. Gen. 136). At that time, as at the present, the phrase 
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“obligation or other security” with respect to United States obliga- 
tions and securities was defined 1 to include specific ‘ally stamps of the 
United States. Although there was no such definition for foreign 
obligations, the Attorney General thought that the words “obligation 
or other security” should be given the same meaning whether used 1 
conjunction with domestic or foreign instruments. 

On the other hand, several later court decisions have held that 
foreign stamps fall within the phrase “obligations or other securities 
of any fore en government” o1 ly when so made by foreign law (Bide Hl 
v. Luvisch (1923) 287 F. 699: Biddle v. Walt (1923) 287 F. 70: 


Riddle \ Lu he PUPAL | 199: )} os ie (9d) STO: / ‘nited WTaAtTeS V. I ciabaaal 
1927) 17 F. (2d) 200). Another court has held that foreign postage 


stamps were merely evidences of prepayment of money by the holders 
to the vovernment and hol evidences of indebtedness (l/nited Ntates v. 
One Zumstein Briefmarken Katalog (1938) 24 F. Supp. 516). In 
1952, the Attorney General ruled that “demonetized” foreign postage 
stamps were not within the purview of title 18, Umited States Code, 
section 481, and suggested the advisability of clarification of the see 
tion by 5 flag Pom legislation in view of the different interpretations 
(41 Op. Att - Gen. No. 17). 


Sect on 5 et e bi 1] def fines he term ‘oblia: ition or other security ot 


1 
39 } } > 
a foreion vovernment elu ide uneance}l led stamps, whether or not 
demonetized. Sucha definiti ion would simplify the enforcement of the 


tutes since the Treasury Department does not have facilities readily 
av lable by which it can ascertain whether apart ticular stamp has been 
demonetized or whether it is considered an obligation or secu ity by t] 
country of issu 
The committee ts of the opinion that this bill, as amended, should 
be consi lered favoral ly. The amendments made to thie bill in eom 
mittee have the approval of the Treasury Department and those or 
ganizations W hie hy die retofore had expressed concern over some provi- 
ions of the bill in the form that it passed the House of Representa 
tives, Accordingly, the committee recommends favorable considera 
tion of H. R. 9370, as amended. 
atten ‘hed hereto and made a part hereof is the communication of 
the Treasury Department to the Speaker of the House of Representa 
tives wherein a draft of the proposed legislation was submitted and 
itsenactment recommended by that Department. 


Avoust 15, 1957. 
THe SPEAKER OF THE House or REPRESENTATIVES. 

SIR: There is transmitted herewith a draft of a proposed bill, to 
permit illustrations and films of United States and foreign obligations 
and securities under certain circumstances, and for other purposes. 

The purpose of the proposed legislation is to: (1) Permit black and 
white illustrations of revenue stamps of the United States for philatelic 
ee numismatic purposes; (2) permit black and white illustrations 

»f United States and foreign paper money and other obligations and 
securities for educational, historical, and newsworthy purposes ; 
and (3) permit motion picture films, microfilms, and slides of United 
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States and foreign postage and revenue stamps, paper money, and 
other obligations and securities, except films in connection with ad- 
vertising. The proposed legislation would also amend existing law 
to make clear that foreign postage and revenue stamps are obliga- 
tions and securities of foreign governments within the meaning of the 
counterfeiting statutes of the United States. 

There is attached a memorandum which sets forth in more detail 
the purpose of the bill and the considerations underlying the desir- 
ability of its enactment. 

It would be appreciated if you would lay the proposed bill before 
the House of Representatives. A similar bill has been transmitted 
to the President of the Senate. 

The Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this proposed legislation 
to the Congress. 

Very truly yours, 
W. Ranpoiten Burgess, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter 1s printed in italic, existing 
law in which no change is proposed is shown in roman) : 


TITLE 18—UNITED STATES CODE 
* oo 1 * * 2 = 
Craprer I.—GErENERAL PROVISIONS 


* % * * * * * 


= —_ ‘ ‘ a ; ; 
S$ 15. Obligation or other security of foreign government defined. 
6 * * 
15. Obligation or other security of foreign government defined. 


The feron “obligation or other sec urily Of any Torecqn governin nt 
j 


ncelud es Aut iS not lime 
ba a ] 


MALOMAE: tZeCu. 


7 } 
d. to. uneanceled stamps, whether or not 


K K BS 


CHarrer 25.—CoOUNTERFEITING AND ForGERY 

* * 1 * * * * 
(504. Printing stamps for philatelic purposes.] 
504. Printing and filming of United States and foreign obligations and securities. 

* 4S * * * * * 
[§ 504. Printing stamps for philatelic purposes. 

(a) Nothing in sections 481, 492 and 502 of this title, or in any 

other provision of law, shall forbid or prevent the printing, publish- 
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ing, or importation, or the making or importation of the necessary 
pla utes for such printing or publishing, for philatelic purposes in 
articles, books, journals, newspapers, or albums (including the 
circulars or “pedis nd literature of legitimate dealers in stamps or 
publishers of or dealers in philatelic or historical articles, books, 
journals, or es of black and white illustrations of 
[(1) foreign revenue stamps if from plates so defaced as to 
indicate that the illustrations are not adapted or intended for 
lise as Stamps; 
Tr 2) foreign postage sti aa a ; or 
[(3) such portion of the border of a st: ump of the United States 
as may be necessary . show minor distinctive features of the 
stamp so illustrated, but all such illustrations shall be at least 
four times as large as the portion of the original United States 
stamp so illustrated. 
[(b) Notwithstanding any other provision of law, the Secretary of 
the Treasury, subject to the approval of the President, may, upon 
finding that no hindrance to the suppression of counterfeiting and no 
tendency to bring into disrepute any obligation or other security of 
the | inited States will result, by regulations, permit, to the extent and 
under such conditions as he may deem appropriate, the printing, 
publishing or importation or the making or importation of the neces- 
sary plates for such printing or publishing, for philatelic purposes in 
articles, books, journals, newspapers, or albums (including the cir- 
eulars or advertising literature of legitimate dealers in stamps or 
publishers of or dealers in philatelic or historical articles, books, jour- 
nals, or albums), of black and white illustrations of canceled or un- 

‘ranceled United States postage stamps. 

[The Secretary, subject to the approval of the President, may 
amend or repeal such regulations at any time. Such regulations, and 
any amendment or repeal thereof, shall become effective upon pub- 
lication thereof in the Federal Register or upon such date as may be 
specified therein if later than the date of publication. 

[All findings of fact made hereunder shall be final and conclusive 
and shall not be subject to review.J 
§ SOA, P; inting and filming Oo; / nited Ntates and To? iON abl WAtIONS 

and securitie S 

“Notwith sti anding any othe ? provision of this ¢ hapte 7, the follow- 
Ing: Lie permit ted 

(1) the print NG. publi shing. or importation, Or The m thing or iam- 
portation of the NECCESSALY plate 8 for such pi inting or publish na. of 
/ lack and mhite Ulustrations of postage and VEVEMME SPANU PS and other 
obligations and. securities of the United Ntates. and postage and rer 


. ; j Pe 
enue stamps, notes honds. and othe ? oh ligati Ons Or securities of any 


fore iqn JCOvVETNIN nt. bani , OF cor porati on for phitat fil, NUMIS nate i 

ca ue ationa rd. histori de al. 0) HEUSU orth Y Purpose YS 7) ticle * hooks. 

e , ee 

journals, new i pers, or albums (hut not for aa rTising purposes, 
j 

CODPCE pt HMlustrat Z0018 oj stamps and pape Tr NONE Y in p lat ( ie OP VILINUES- 

Vii atie adv t rtising of le gitimal ¢ numismatist 8 and ¢ di al ¢ Ps mn STANLY Ps or 


publishers of or dealers an ~P hila tel i? Or VIUN 2nd tie articles. hooks. 


journals, Tie ws pape 78, OT alhums .. Sue h lust rai IONS. CrCE pt those ot 
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stanups, shall be of a size less than three-fourths or more than one and 
one-half, in lin ar dimension. of each part of such obligation or se- 
Cc urity. The ne qatives and plate s used in maki ing the illustrations shall 
be di stroyed after their final use for the purpose for which they were 
made ; 

(Z) the ane or im portation, hut not for advertising Purposes 
é vce pt phil atelic adve rtising, of motion- picture films, microfilms, or 
slides, for projection upon a screen or for use in telecasting, of post- 
age and revenue stamps and other obligations and securities of the 
United States, and postage and revenue stamps, notes, bonds, — 
other obligations or securities of any foreign government, bank, o 
corporation. No prints or other re productions shall be made P< 
such films or slides, except for the purposes of paragraph (1), with- 
out the permission of the Secretary of the Treasury. 


© 


— 








Calendar No. 2512 


85TH CONGRESS k SENATE § REpPoRT 
Id Ne Ssion No. 2447 


UTHORIZING THE COMMISSIONERS OF THE DISTRICT OF CO- 
LUMBIA TO USE CERTAIN REAL PROPERTY IN THE DISTRICT 
OF COLUMBIA FOR THE PROPOSED SOUTHWEST FREEWAY AND 
FOR THE REDEVELOPMENT OF THE SOUTHWEST AREA IN THE 


DISTRICT OF COLUMBIA 


slative day, Aucust 16), 1958.—Ordered to be printed 


. from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany H. J. Res. 630] 


, Committee on the District of Columbia, to whom was referred 


it resolution (H. J. Res. 630) to authorize the Commissioners 
Distric of Columbia to use certain real property in the District 
‘tana in for the proposed Southwest Freeway and for the re- 
opment of the ithwest area in the District of Columbia, after 
considerati ‘ably thereon without amendment and 
ion do pass. 
urpose of this joint resolution is to authorize the Commis- 
the District of Columbia to use the land in squares 354 
District of Columbia, and the water frontage on the 
th mac River lying south of Maine 
eets, including the buildings and 
posed Southwest Freeway and Washing- 
) iereto, and for the redevelopment of the 
he District of Columbia pursuant to authority 
District of Columbia Redevelopment Act. 
limits the use of squares 354 and 355 to that of 

narket, also limits the use of the water frontage on the 
ishington Channel of the Potomac River lying south of Maine 
\venue between 1lith and 12th Streets to that of a municipal fish 
wharf and market. Such wharf is the sole wharf for the landing of 

fish and ovsters for sale in the District of Columbia. 

The Commissioners of the District of Columbia have approved the 
construction of the Southwest Freeway, the approaches to which 
will span the Washington Channel and utilize a portion of the wharf 
property. ‘The approaches then swing through squares 354 and 355, 
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thereby necessitating the use of a large part of these squares. It is 
proposed to transfer the remainder of such squares and the remainder 
of the wharf property to the Redevelopment Land Agency for use in 
the redevelopment of the southwest area pursuant to the District of 
Columbia Redevelopment Act of 1945 (60 Stat. 790). 

Pursuant to the administrative decision to construct the Southwest 
Freeway through squares 354 and 355 and also to utilize the wharf 
property for part of the freeway approach and for redevelopment pur- 
pose, the oe of Columbia Commissioners decided to retain 
the services of an economist to make a study of the Farmers’ Market 
and its Mecisitiine and the fish market and wharf and its operations. 
Under date of July 10, 1957, a contract was signed with Frederick 
M. Babcock & Co., to make this dual study, the purpose of which 
was to determine the need, if any, for — the Farmers’ Market 
at another jocation as well as the need, if any, for continuing the 
fish market and wharfs. <A COp\ of sly ae were made a part 
of the record at a hearing before a subcommittee of the Senate District 
Committee on July 20. 

The Farmers’ Market was established in 1931 It was intended to 
replace, in part, the old Center Market at Seventh Street and Con- 
stitution Avenue NW. At that time the occupants were largely farm- 
ers who brought their produce to the market to sell to wholesale 
customers and to the general public at retail. Shortly after the estab- 
lishment of the market, however, truckers and produce dealers claim- 
ing to be farmers appeared in growing numbers until, in 1955, the 
Commissioners of the District of Columbia changed the rules for the 
operation of the market so as to permit brokers and other food mer- 
chants to occupy it. The page r growing his own produce and selling 
it at wholesale and retail at the Farmers’ Market has virtually dis- 
appeare <d from the scene a ’ today the vast m: jority of ocecupants of 
the market are those who are selling what others have grown. 

Mr. Babcock, in bis report, hereinbefore referred to, has concluded 
with regard to the economic need for continuing the Farmers’ Market 
in existence, that (@) the Farmers’ Market is of negligible importance 
in the general food distribution system of Washington; (6) less volume 
of business is handled here vearly, many more truckers prefer the 
Northeast Market and go there, and hucksters go to both markets, 
but prefer the Northeast Market; (c) space is available or can be 
readily provided in the Northeast Market to accommodate all the 
dislodged activity at the Southwest Farmers’ Market; (d) changing 
food distribution technology means that no major provision for greatly 
expanded activity need be provided, and therefore, the Farmers’ 
Market as a facility is no longer needed. 

Mr. Babcock further concluded that the Southwest Farmers’ 
Market should be closed and no provision be made for its replace- 
ment. Such conclusion, being based upon the conclusions set forth 
above, is concurred in by the Commissioners of the District of Colum 
bia. 

The area occupied by the municipal fish wharf and market between 
Maine Avenue and 11th and 12th Streets and the Washington Chan- 
nel of the Potomac River will now be discussed. The present fish 
market building was constructed in 1913 although the site has been 
the point for delivery of fish to Washington by water from the earliest 
days of the city. The fish market (as distinguished from the fish 
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wharf) is in line of both the Southwest Freeway and the new location 
of Maine Avenue as proposed under the redevelopment plan for the 
southwest area. 

Of the 22 stalls in the fish market, 13 are occupied by retail and 
wholesale seafood dealers. The remainder are occupied by restau- 
rants. The plan for the redevelopment of the southwest area pro- 
vides for a crescent-shaped area between Maine Avenue and the water- 
front and between 7th and 12th Streets. This area is to contain one 
or more buildings to house restaurants, shops, and other commercial 
enterprises. ‘Thus, provision will ultimately be made for restaurants 


on the waterfront 

With regard to the fish wharf itself, it will continue to be used as a 
wharf, since neither the erection of the Southwest Freeway nor the 
redevelopment of the southwest area will disturb 2 of the 3 piers to 


which fishing boats may tie up to sell their produce, and as a matter 
of fact it is the intent of the Commissioners of the District of Columbia 


| tos not only to keep this wharf open during the renovation period, 

| but to see that the general public may be brought to the facilities with 

a minimum disturbance to such facilities, this to be done by construc- 
tion of a detour road off Maine Avenue to run to such wharf. 

It is, t ore, apparent that in order that the redevelopment of the 

southw be accomplished in accordance with the plans now in 
| existence, and that the proposed Southwest Freeway be built it will 

x necessary for the Congress to authorize the Commissioners of the 

District of Columbia to use the waterfront property for other than 
} fish market and wharf purposes, and to use squares 354 and 355 for 
i other than farmers’ market purposes. 
| Construction schedules of the Department of Highways of the Dis- 
| trict of Columbia for the Southwest Freeway provide that work on 
| this structure is due to begin February 15, 1959. 

\ beommittee of the Senate District Committee held hearings 
| on this proposed legislation on July 25, at which time testimony was 
| heard from tt! executive Director of the District of Columbia 
Redevel ypmel Land Ageney, the Commissioners of the District of 

Columbia, the Director of Highways for the District of Columbia, 
| other officials of the District of Columbia government, and other 
\ witness 
| In the consideration of the final aetion on this bill, the committee 
considered the that at the subcommittee hearing there was testi- 
mony that a number of businesses would be seriously affected by the 
| cons rT he freeway. Serious thought was given to an amend- 
| ment which would provide that these businesses be adequately pro- 
| vided { his action was not taken due to testimony given to the 
1 ubcommitiee by representatives of the Redevelopment Land Agency 
the District of Columbia that a sincere desire existed to take every 
| step possible to provide temporary and permanent locations for 
businesses which might be displaced by this legislation and the con- 
| struction of the tre Wa ; 

The committee feels that this objective can be best obtained if a 
spirit of cooperation is manifested between the Redevelopment Land 

Agency, the Commissioners of the District of Columbia, and the 
| tenants \ ho might bye involved. 
| The committee urges all concerned to deal in this spirit of coopera- 


tion. If it appears to the committee that this is not being done it 
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will take the matter up subsequently for consideration and possible 
legislation. 

it is the desire of the committee that the Redevelopment Land 
Agency and the Commissioners of the District of Columbia refrain 
from demolishing any structures in this area until the proposed 
freeway is ready to be constructed. 

The bill was introduced at the request of and has the approval of 
the Commissioners of the District of Columbia. 

The costs involved in the passage of this bill are a part of the pro- 
grammed cost pertaining to the construction of the Southwest Freeway 
and to the redevelopment of the southwest area of the District of 
Columbia. 


O 
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85TH CONGRESS SENATE REPORT 
ac od Ne SSiON : No. 2458 


INCREASING ANNUITIES PAYABLE TO CERTAIN ANNUI- 
ANTS FROM THE DISTRICT OF COLUMBIA TEACHERS 
RETIREMENT AND ANNUITY FUND 


\uacust 18 (legislative day, August 16), 1958.—-Ordered to be printed 


Ir. Bisxie, from the Committee on the District of Columbin, ‘ 
submitted the following OF MICHIGAN 


cm 
} ; ¥ 95> 


REPORT vet +t Wg 


{To accompany H. R. 8735 


MAIN 


The Committee on the District of Columbia, to whom was referred 
the bill (GH. R. 8735) to increase annuities payable to certain annuitants 
from the District of Columbia teachers retirement and annuity fund, 
and for other purposes, after full consideration, report favorably 
thereon without amendment and recommend that the bill do pass. 

The Subcommittee on Fiscal Affairs of this committee held hearings 
on July 9, 1958, on S. 2348, a bill covering the same subject as H. R. 
8735. In their re port on 5. 2348, the Commissioners of the District 
of Columbia urged the coca of a bill containing provisions identical 
with the provisions of H. R. 8735, as passed by the House. Pertinent 

‘xcerpts from the Commissioners’ report on S. 2348 are as follows: 


The Commissioners have for report S. 2348, a bill to in- 
crease annuities payable to certain annuitants from the Dis- 
trict of Columbia teachers retirement and annuity fund and 
for other purposes. 

This bill is primarily designed to increase annuities of 
retired educ — al employees or their survivors who were, 
prior to October 1, 1956, and on the effective date of the bill 
are subject to fe District of Columbia teachers retirement 
system. It also makes new prerene for survivors of retired 
employees who died prior to May 1, 1952. This provision 
is similar to a provision in S, 72 a the 85th C ongress con- 
cerning survivors of civil service employees who retired prior 
to February 29, 1948. 

The Commissioners are in full accord with the long-estab- 
lished practice of continuing to provide District teachers 
with benefits identical to those provided for civil service 
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employees by the Civil Service Retirement Act and amend- 
ments thereto. The benefits accruing to civil service em- 
ployees have been enlarged, and in some instances new 
benefits have been created, by S. 72. The Commissioners 
sincerely believe that identical benefits should also accrue 
to the teachers in the public schools of the District of 
Columbia. 

However, the bill goes far beyond the benefits provided 
by S. 72, in that it starts with an initial increase of 25 percent 
for annuities not in excess of $1,500, and increases to 30 
percent, contingent on the date on which the annuitant 
retired. Where the annuity is in excess of $1,500, a flat 10- 
percent increase in the excess is provided. 

S. 2348, if approved, would cost the District of Columbia 
teachers retirement fund approximately $6,334,500 over a 
42-year period. The first year cost has been estimated at 
approximately $504,500. 

The recently enacted increases and benefits to annuitants 
and their survivors under S. 72 for civil service employees 
provided for a 10 percent increase in benefits with a ceiling of 
$500. The cost of increased benefits similar to those pro- 
vided for civil service employees, if applied to annuitants and 
survivors under the present District of Columbia teachers 
retirement system, has been estimated to be approximately 
$3,332,900, over a 42-year period. The first year cost has 
been estimated to be approximately $251,400. 

The Commissioners are of the opinion that the bill should 
be amended to conform to the benefits provided under S. 72 
for civil service employees. 

The Commissioners, therefore, recommend that the bill be 
amended by striking all after the enacting clause and inserting 
in lieu thereof the following: 

“That (a) the annuity of each retired employee who, on 
August 1, 1958, is receiving or entitled to receive an annuity 
from the District of Columbia teachers’ retirement and an- 
nuity fund based on service which terminated prior to Octo- 
ber 1, 1956, shall be increased by 10 per centum, but no such 
increase shall exceed $500 per annum. 

“(b) The annuity otherwise payable from the District of 
Columbia teachers retirement and annuity fund to 

(1) each survivor who on August 1, 1958, is receiving 
or entitled to receive an annuity based on service which 
terminated prior to October 1, 1956, and 

2) each survivor of a retired employee described in 


subsection (a) of this section. 
shall be increased by 10 per centum. No increase provided 
by this subsection shall exceed $250 per annum. 

Cc No increase provided by this section shall be com- 
puted on any additional annuity purchased at retirement 
by voluntary contributions. 

“Sec. 2. The unremarried widow or widower of an em- 
ployee 

“(1) who had completed at least ten years of service 

creditable for retirement purposes under ‘An Act for the 
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retirement of public school teachers in the District of 
Columbia’; approved January 15, 1920, (41 Stat. 387) 
as amended or under ‘An Act for the retirement of public 
school teachers in the District of Columbia’; approved 
August 7, 1946, (60 Stat. 875) as amended; 

““(2) who died before May 1, 1952; and 

‘(3) who was at the time of his death (A) subject to 
an Act under which annuities granted before May 1, 
1952, were or are now payable from the District of 
Columbia teachers retirement and annuity fund or 

B) retired under such Act, 
| be entitled to receive an annuity. In order to qualify 
for such annuity, the widow or widower shall have been 
married to the employee for at least five years immediately 
prior to his death and must be not entitled to any other 
annuity from the District of Columbia teachers retirement 
and annuity fund based on the service of such emplovee. 
Such annuity shall be equal to one-half of the annuity which 
the employee was receiving on the date of his death if 
retired, or would have been receiving if he had been retired 
for disability on the date of his death, but shall not exceed 
$750 per annum and shall not be increased by the provisions 
of this or any other prior law. Any annuity granted under 
this section shall cease upon the death or remarriage of the 
widow or widower. 

“Src. 3. (a) An increase in annuity provided by subsec- 
tion (a), or clause (1) of subsection (b), of the first section 
of this Act shall take effect on August 1, 1958. An increase 
in annuity provided by clause (2) of such subsection (b) 
shall take effect on the commencing date of the survivor 
annuity. 

“(b) An annuity provided by section 2 of this Act shall 
commence on August 1, 1958, or on the first day of the 
month in which application for such annuity is received by 
the Commissioners of the District of Columbia or their 
designated agent, whichever occurs later. 

ce) The monthly installment of each annuity increased 
or provided by this Act shal! be fixed at the nearest dollar. 

“Sec. 4. The annuities and increases in annuities provided 
by the preceding sections of this Act shall be paid from the 
District of Columbia teachers retirement and annuity fund. 


Such annuities and increases in annuities shall terminate for 
each fiscal year beginning on or after July 1, 1960, for which 
the Congress has failed to make provision for the payment 


ases in annuities under the Act 
- 2 Stat. 218) for such fiscal year. 
For any fiscal year for which such annuities and increases in 
annuities shall terminate for the reason set forth in this see- 
ling sections of this Act shall not be in effeet 
and annuities and inereases in annuities shall be determined 


of like annuities and incre 
approved June 25. 1958 (7 


tion, tne precec 


; : ; , 
and paid as though such sections had not been enacted. 


Nothing contained in this section shall be held or considered 
to prevent the payment of annuities and increases In annui- 


ties provided by the preceding sections of this Act for any 
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The purpose of the bill is set forth in the following section-by-section 
analysis on <a ussion: 

Section tH. R. 8735 provides for a 10- percent increase in an- 
nuities of re ee under the District of Columbia _ hers’ retirement 
system whose service terminated prior to October 1, 1956, and who 
were receiving or were entitled to receive annuities on August 1, 1958, 
with a ceiling of $500 on such increase. Section 1 further provides a 





INCREASE ANNUITIES TO CERTAIN D. C. ANNUITANTS 


fiscal year for which the Congress shall have made provisions 
for the payment of like annuities and increases in annuities 
under such Act approved June 25, 1958 (72 Stat. 218) 

To summarize, the Commissioners are very strongly in 
favor of giving to vacher annuitants and their survivors all 
of the bene fits civen Lo Civil Service annuita its a ic their 


survivors by the recent enactment of S. 72. The Com- 
missioners can conceive of ho reasonab! } basis for approving 
anv benefits in excess of those provided under S. 72. The 
Commissioners, therefore, recommend that S. 2348 be en- 


; | 
acted only as amended. 

The Commissioners ha , aul I hie #7 Ror 

ie Commissioners have been advised Dy the bureau ol 
} | 4 +} . L; ; ? + . f } 
the Buc lvet that there 1s no objection on the part ol that 
; een ; . 

office to tne SUDMISSLON O t] Is 1 port to the ¢ QO Press 

Sincerely VOUrS 


Roperr E. McLAucuHuin, 


. _ , , ; _ 7 - 
Hoard of Clon M2essioners, hoistrict of Colun hia. 


10-percent increase in annuities of surs ivors of persons retired under 


employee or retired former employee. In addition, the widow or ) 
widower must not be entitled to any other annuity from the District 
of Columbia teachers’ retirement and disability fund based on the 
service of the employee or retired former employee. 


Section 2 of the bill provides, for the first time, annuities for certain | 
unremarried widows and widowers of those employees and retired 
former employees who died, prior to May 1, 1952, either in the service | 
or after retirement from the service, after having performed at least 10 
years of service creditable under the teachers retirement act of 


the teachers’ retirement system prior to October 1, 1956, with a ceiling ! 
on this increase of $250. i 


August 7, 1946. 

To qualify for an annuity u der section 2 of the bill, the widow or 4 
widower must have been married to the employee or retired former 
employee for at least 5 years etod ately prior to the death of such 


1 


The amount of the annuity under section Z of the bill is LO be equal | 
LO one-half of the annuity which the empl vee Wa recelv1lng on the 
date of his death, if retired, or would have been receiving, if retired 
for disability on such we such annuity may not exceed $750 per | 
annum in any case and ceases on the death or remarriage of the widow 
or widower. 


‘ . 9 47 1°} : as @ : 1 1 ‘ } ee 
Section 3 (a) of the bill establishes August , 1958, as the elfective | 


date of the annuity increases for both retired former emplovees and 


survivors, | except that in the ease of the s urvive of these retired 
former employees on the annuity roll on October % 1956, but who die 
after su ch date, the annuity increase cannot be effective before the 
commencing date of the survivor annuity. 
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Section 3 (b) provides that the survivor annuities provided by sec- 
| tion 2 of the bill to the widows = widowers described in such section 
2 commence on August 1, 1958, or the first day of the month in which 
application for the annuity 1S ccaeliel by the Commissioners of the 


| District of Columbia, whichever date is later. 
Section 4 of the bill provides that the annuities and increases in 
| annuities provided in the bill shall be paid from the District of Colum- 


bia teachers’ retirement and annuity fund. Such annuities and in- 
creases 10 a ities shall terminate for each fiscal year beginning on 
or after July 1, 1960, for which Congress has failed to mé ake provision 


for the payme oF f like annuities and increases in annuities under the 
act approved ate 25, 1958 (72 Stat. 218). For any fiscal year for 
which such annuities and increases in annuities shall terminate for 
reason set forth above, annuities shall be determined and paid 


as though sections 1, 2, and 3 of the bill had not been enacted. Sec- 
tion 4 is not to be held to a the payment of annuities and in- 
creases in annuities provided by sections 1, 2, and 3 of the bill for any 
fiscal year for which Consieis shall have made provisions for the 
payment of like annuities and increases in annuities under such act 
approved June 25, 1958. Section 4 of the bill is taken from section 4 
of such act approved June 25, 1958. 

The ultimate cost of the bill is estimated at $3,332,900. The first 
i year’s cost is estimated at $251,400. 
The accompanying table shows year-by-year projection of costs of 


| the bill: 





| District of Columbia teachers’ retirement system—Year by year proje ction of costs of 


H. R. 8735 








Fiscal year | See.1 (a)? | See.23 | Fiscal year ! | Sec. 1 (a)? | See. 23 
$251, 400 $30, 400 1980. ... - $35, 100 $400 
239, 400 28, 200 |} 1981... a 29, 800 | 200 
1961 997. 200 26, 100 1982 25, 100 | 100 
1962 214, 800 23, 800 1983 | 20, 900 | 100 
202, 300 | 21, 700 1084. j 17, 300 
164 189, 800 | 19, 500 || 1985... | 14, 000 |. 
1965 177, 200 | 17, 300 1986... 11, 300 
10¢ | 164, 800 | 15,200 |} 1987... . | 9, 000 
1967 152, 700 | 13, 200 |} 1988__ | 7,000 
1968 140, 800 | 11,300 |} 1989... 5, 400 | 
1969 | 129, 200 | 9,500 |} 1990 4, 100 
19 i a 118, 100 7,900 || 1991 3, 000 | 
19 | 107, 400 6, 400 1992 | 2, 200 
19 97, 200 5, 100 || 1993 } 1, 600 | 
19 87. 500 4,000 || 1994_. 1, 100 
OTs. 78, 400 3, 100 1995... : | 700 
975... 69, 800 2, 200 1996 a 500 | 
61,700 | 1, 600 1997- 300 
‘j 1, 200 1, 100 1998___ 200 | 
178 47, 30 700 |} 1999... : | 100 | 
40, 900 1X 2000... - 100 
| 
ce y section u 1ar 1 as follow 
l . $3, 040, 900 
1 (t I ‘ 4 14, 200 
t 2 ; 428 200 
2 249, 600 
Tota ; : : 7 3, 332, 900 
t ( ( ng J 
year en y 
| reas¢ 
‘ t persons af 1 and t 10t tion 
| ne 
YH 
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MacARTHUR MINING CO., INC., IN RECEIVERSHIP 
\ucust 18 (legislative day, Aucust 16), 1958.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Res. 382] 


The Committee on the Judiciary, to which was referred the bill 
(S. 263) for the relief of the MacArthur Mining Co., Inc., in receiver- 
ship, having considered the same, reports fe ivorably an original resolu- 
tion (S. Res. 382) referring the bill to the United States Court of 
Claims pursuant to the provisions of sections 1492 and 2509 of title 
28, United States Code, and recommends that the resolution be 
agreed to. 

PURPOSE 


The purpose of the proposed resolution is to refer the bill, S. 263, 
for the relief of the MacArthur Mining Co., Inc., in receivership, to 
the Court of Claims, under the applicable provisions of title 28 of 
the United States Code, for a further report to the Senate, giving 
such findings of fact and conclusions thereon as shall be sufficient to 
inform the Congress of the nature and character of the demand as a 
claim, legal or equitable, against the United States. 


STATEMENT 


\ bill for the relief of this claimant in the 84th Congress was favoraby 
reported by a subcommittee of the Committee on the Judiciary to the 
full committee on July 6, 1956. 

In that favorable report the subcommittee in the 84th Congress said: 


The subject matter of this legislation was considered at a 
hearing held by a subcommittee of the Committee on the 
Judiciary on July 9, 1955. 

Presently, the MacArthur Mining Co. is in receivership 
under Mr. Carl V. Rice who was appointed as such receiver 
for the MacArthur Mining Co. by Federal Judge Arthur J. 
Mellott, of the district of Kansas. It would also appear that 
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upon application duly made and by hearing thereon the said 
receiver was authorized to present the claim of the MacArthur 
Mining Co. to the Congress. It would therefore follow that 
any moneys awarded by the Congress to the receivership in 
Judge Me llott’s court arising out of this legislation would be 
administered and disbursed by the U nited States district 
court. 

The facts indicate that the MacArthur Mining Co. is a 
Kansas corporation and its operations have been within that 
State. The purpose of its organization was subsequent to 
and because of Pearl Harbor when the supplies of lead and 
zine were dangerously low for the successful prosecution of a 
world war. Production of these materials was the big 
problem. The so-called tristate area, which is composed of 
the corners of Missouri, Kansas, and Oklahoma, constitutes 
one of the major lead and zine producing areas of the United 
States. In past years, however, the mines have been largely 
reduced to a marginal character so that assistance for a 
successful operation was necessary. The record shows that 
the Reconstruction Finance Corporation agreed to assist 
by the making of loans and a so-called premium-price plan 
was evolved to carry out the stimulation of production. To 
further this effort, the RFC created Metals Reserve Com- 
pany, a wholly owned subsidiary of RFC, and the MacArthur 
Mining Co. operated under its direction as far as premium 
quotas were concerne “dl. 

The sum of $125,000 was loaned by the RFC io the 
MacArthur Mining Co. This was a business loan collateraled 
by known or proven orereserves, loaned out by drilling, and the 
e evade ‘nee indicates that the principal and interest of this loan 

as paid. However, due to increasing costs arising in dif- 
ferent categories, it became apparent in the Spring of 19433 
to the MI: acArthur Mining Co. that future operation with the 
subsidies granted under the premium-price plan would be 
imposed. The evidence adduced from the hearings indi- 
cated that the amount of these subsidies had been a matter 
of continual protest on the part of the MacArthur Mining 
Co. and as a result that company accepted them conditionally 
showing no waiver of its claim by acceptance. Since the 
mine could no longer operate and before making a definite 
decision to close down, the president of the corporation, Mr. 

W. Hoffman, made a trip to Washington and conferred 
with representatives of the RFC and at this time a Presi- 
dential directive from President Roosevelt to Donald Nelson 
of the War Production Board was called to his aitention. 
Among other things, this directive stated, in part, as follows: 

“For strategic and critical minerals it is national policy to 
do full, detailed production planning and to make actual 
investments now, and in the near future, of materials, 
equipment, and manpower for produc tion through 1944 and 
1946 for certain metals and minerals.”’ 

Such directive also stated: 

“Ti is national policy to make the fullest possible use of 
small and marginal ore deposits.”’ 
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The directive further contained the following: 

“Tt is national policy that labor, materials, transportation, 
and time to get into production, rather than money cost, are 
to be considered the controlling factors in deciding whether 
or not to increase production, but that the price paid shall 
bear a reasonable relation to the costs of production and the 
earning of a fair return over the costs of each separate 
producer.” 

In addition it appears that the company was informed by 
the RFC that in view of the directive, MacArthur Mining Co. 
should continue its operation to produce the needed lead and 
zine and that definitely the fair margin of profit provided for 
in the directive would be paid when the stabilization costs of 
the MacArthur were ascertained. Mr. Hoffman was directed 
to go ahead in the operation of the MacArthur Mining Co. 
and that a fair margin of profit would be paid. It appears 
that such margin of profit has never been paid, which re- 
sulted in the introduction of this legislation, it being the 
contention of the claimant that the Metals Reserve Co. did 
not carry out in fact or in spirit the Presidential directive 
hereinabove referred. 

The MacArthur Mining Co. continued its operation during 
the years 1943 and 1944 producing 223,131 tons of ore- 
producing rock for the war effort, but suffered a net loss of 
19 cents per ton of rock mined. The evidence appears to in- 
dicate that the Metals Reserve Company came to the 
MacArthur’s viewpoint as to a proper quota about the middle 
of 1944, thus recognizing the claimant’s position, but for 1943 
and the first part of 1944, refused to make any adjustment. 
It is for this period claim was made and suit later was filed. 

The claimant had no provision administratively for an ap- 
peal from the action of the RFC and the Metals Reserve 
Company in fixing the quota to be paid, nor a remedy pro- 
vided administratively for relief and thus was eventually 
forced to the courts. An action entitled “MacArthur Mining 
Company v. Reconstruction Finance Corporation’’ in the 
United States District Court for the Western District of Mis- 
souri was filed, and the case was tried by Federal Judge Albert 
LL. Reeves of that district. After a trial lasting 3 days, both 


sides being represented, a judgment was re ndered by Judge 
Reeves in behalf of the si aintiff, MacArthur Mining Co. for 
the sum of $296,681.77. This is the amount set forth in the 


bill. Judge Reeves in his opinion (Fed. Supp., 211), recog- 
nized a favorable opinion of the Honorable John Caskie 
Collet, United States circuit judge, issued when he was 
Stabilization Administrator, in the following language; and 
also recognizes a favorable opinion as to the Presidential di- 
rective being the law of the land in the opinion of Assistant 
Solicitor General Judson. In connection with these matters 
Judge Reeves stated: 

“That a contractual arrangement actually existed between 
the Government, through its corporate arms, and the plaintiff 
is attested by proper officers of the Stabilization Adminis- 
trator. In an exhaustive and logical opinion given by Hon. 
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John C. Collet, Stabilization Administrator, the entire ar- 
rangement was considered as a commitment by the Govern- 
ment to vouchsafe to the plaintiff a recoupment of losses and 
a fair margin of profit. The arrangement was also approved 
in the office of the Solicitor General.”’ 

Also of importance for the record is a letter of John R. 
Steelman, Director of the Office of Economic Stabilization, 
dated November 18, 1946, to the Quota Committee about 
which complaint is made as follows: 

“May I respectfully suggest, however, that the claimant 
in this case is entitled to a clear decision from you on the issue 
(amount of quota and fair return) he presents, to the end 
that the Government may never be put in the position of 
having evaded a proper issue.” 

The decision of Judge Reeves was appealed to the United 
States Court of Appeals for the Eighth Circuit by the 
RFC (184 Fed. 2d, 913), which reversed outright the opinion 
of the district court, holding there was no contract and also 
holding that upon the basis of sovereignty, the Government 
had not consented to be sued. Efforts were then made by 
the claimant to effect certiorari to the Supreme Court of the 
United States but certiorari was denied. All legal remedies 
have been exhausted and all administrative efforts have been 
exhausted. 

Referring to the first part of the statement in regard to the 
$125,000 loaned to the MacArthur from the RFC records 
show that there was a loan considerably later on for the sum 
of $45,000 from the General Services Administration. The 
MacArthur Mining Co. attempted through this loan to 
reengage in active mining The effects of this loan were not 
successful through economic conditions in that the price of 
lead and zine dropped to a low figure from 19% to 10% cents 
per ton, thus closing down every mine in the Tri-State area. 

The committee takes note of the fact that the loan of the 
General Services Administration is listed as a claim by the 
receiver of the MacArthur Mining Co. and is by far the 
largest claim in receivership. Other claims amount to more 
than $70,000 and there will be receivership costs. 

A review of the entire situation impresses the committee 
with the fact that this company is entitled to relief. The 
committee does not desire in any way to contravene the de- 
cision of the United States court of appeals in this matter but 
feels that there is an equitable obligation on the part of the 
United States Government to give relief to the claimant. 
The committee supports the philosophy that the Government 
should and must deal fairly with its citizens. It would ap- 
pear that the MacArthur Mining Co. did its best to carry out 
its commitments 1n relationship to the war effort but was not 
treated fairly by the governmental agencies involved. This is 
indicated by Judge Reeves’ opinion in the following quota- 
tion: 

“The whole aspect of the case is one showing a contract 
between the Government and its corporate arms or entities 
with the plaintiff. The contract was recognized by the 
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or 


Government and fully carried out by the plaintiff. The 
Government (or its corporate arm) is in default because it 
has not made good its promise to save the plaintiff harmless 
from loss and to assure it a fair margin of profit. On the 
contrary, the Government has taken refuge behind its 
sovereign armor. It has resorted to technicalities of the 
law for the purpose of defeating a just claim. A technicality 
has been well defined as a microbe which has gotten into the 
law and gives justice the blind staggers. That is exactly 
the situation here. At a time when the Government was 
in dire distress, and when its hard problems justified it in 
making fair promises to its citizens, the plaintiff responded 
to its call for aid on account of the assurances above set out. 
Now that the war is over the Government should not attempt 
to seek sanctuary behind its sovereign armor until the 
wreckages of the war have been cleared away and the 
wounds of the war bound up.” 

The decision of the court of appeals was based upon 
sovereignty and lack of a written contract and did not enter 
into the moral and equitable rights of plaintiff, which at this 
point is the sole consideration of the Congress. 

Albeit the MacArthur Mining Co. did not have a legal 
claim in accordance with the decision of the circuit court of 
appeals, the committee is of the opinion that this is one of 
those claims upon which the Government should not attempt 
to escape its moral and rightful liability upon the strict 
interpretation of the law. 

After full review of all the facts in this case, the committee 
is of the opinion that the claim is meritorious and recom- 
mends it to the favorable consideration of the Senate. 


The committee has carefully considered the bill which has been 
introduced in the present Congress and it is the opinion of the com- 
mittee that, in view of all the circumstances, this is a matter on which 
the Congress should have the benefit of such findings of fact and con- 
clusions as may be made by the Court of Claims, under the applicable 
provisions of Title 28 of the United States Code, and accordingly the 
committee refers the matter to the court for this purpose. 

Attached and made a part of this report are: 

I. Memorandum opinion on merits of the case, dated November 
22, 1949, by Albert L. Reeves, United States District Judge, 

I]. Opinion of the United States Court of Appeals, Eighth Circuit, 
dated November 6, 1950, and 

I1I. Letter, dated June 19, 1952, from the Secretary of ( ‘ommerce, 
with enclosures, in regard to general legislation for the payment of 
claimants similarly situated. 


\IEMORANDUM OPINION ON MERITS OF THE CASE 


This is an action on an alleged contract for the production of lead 
and zine in marginal or submarginal or low-producing mines in the 
tristate mining area or district of Missouri, Kansas, and Oklahoma. 
In the years 1943 and 1944 the Government was involved in one of the 
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bloodiest and most devastating wars of human history. It was then 
in dire need of such strategic and critical materials as metals and 
minerals. The Congress, under constitutional warrant had wisely 
conferred upon the executive de :partment plenary war powers. Full 
authorization by Congress was conferred upon the President to do such 
things as would make effective the successful prosecution of the war. 

Among other created agencies or instrumentalities of the Govern- 
ment was a board designated as the War Production Board. As its 
name implies, the object of the Board was to stimulate and supervise 
the production of material and other essentials and implements of 
war. On April 17, 1943, the Chairman of the War Production Board 
perceived a se rious shortage in minerals and metals necessarily useful 
and essential in war. To stimulate production of such strategic and 
critical materials, he communicated with the President in a letter to 
be made public. By such communication he outlined the policy of the 
Government, which he believed would stimulate production. These 
policies were approved by the President and promulgated, in the fol- 
lowing language: 

“T approve them and make them public. I do approve these 
policies and I am making them public in this letter to you. 

There could, of course, be but one design in thus acquianting the 
public with the policies of the Government with respect to strategic 
and critical metals and minerals, and that was to invite the public or 
an interested portion to respond to the invitation thus extended and 
to cooperate in the production of such strategic and critical materials. 

The policy thus promulgated by the Government was not designed 
to attract the attention of operators owning profitable and well paying 
mines but to encourage the production of such metals and minerals in 
marginal and submarginal mines, so that all potential and available 
metals and minerals might be recovered from the earth and made 
useful in the prosecution of the war. The policy of the Government 
was not only to encourage mining in marginal and ordinarily non- 
paying mines but to insure operators against loss and to afford them 
a fair margin of profit. To effectuate ‘this purpose sundry corporate 
arms of the Government were formed, including Metals Reserve 
Company, a wholly owned subsidiary of the defendant. 

Of course limitations were placed in the policy outlined by the 
Government, which limitations were designed to protect the Govern- 
ment against expensive operations with prac ‘tically negative returns. 
The Government properly claimed the right to supervise and to 
approve in advance proposed operations of mines or areas as worthy 
and entitled to the aid the Government was promising to give. The 
plaintiff proposed to the Government the operation of a mine situated 
in the above-mentioned tristate area and agreed to accept the assur- 
ance of the Government to provide for it a fair margin of profit as 
well as the reparation of any losses that might be sustained. Through 
the proper arms or agencies of the Government this proposal was 
accepted. Inspec tion of the proposed mining operations proved 
satisfactory. These matters not being controverted, the plaintiff, 
with the approval of the Government, continued its operations 
through the years 1943 and 1944 and thereafter. 

For the production in operations such as that of the plaintiff 
quota Sanauities and reviewing officers were provided to carry out 
the obligations of the Government through its announced policies 
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and to arrange for appropriate premium payments above the prices 
fixed in the Office of the Price Administrator. This was done, but 
notwithstanding such premiums or quotas, it is alleged that the quotas 
were inadequate to afford the plaintiff a fair margin of profit, and that, 
throughout the entire mining operations and especially during the 
years 1943 and 1944, it protested the inadequacy of the premium 
payments, and did this not only because of the losses being sustained 
but also by reason of the failure to afford the plaintiff a fair margin 
of profit. 

The plaintiff was urged by agents of the Government to continue its 
operations with the constant suggestion, and maybe promises, that the 
matter would be adjusted at the conclusion of the operations. Such 
adjustment was never made and the plaintiff has brought suit on two 
counts, claiming losses, as well as lack of a fair margin of profits for 
its operations during the years 1943 and 1944. 

According to the evidence the losses ace ruing to it were $17,845.52, 
and a fair and reasonable ms irgin of profit would have been $278,836.25, 
or an aggregate of $296,681.77. It sues for a larger amount but the 
above facts are reflected in the proof. 

On the second count it alleges damages because of the reduction in 
the price per ton of lead concentrates mined in the year 1946. The 
reduction was fixed at $10.30 per ton. On that count the testimony 
tended to show that, notwithstanding this reduction, the plaintiff still 


enjoyed a margin of profit. This profit it believed was inadequate 
and suit has been brought for an amount which it believed to be a fair 
and proper return. T he evidence on the second count was too vague 


to enable the court to adjudicate in favor of the plaintiff. A discussion 
of that claim will be omitted from this opinion. 

The defendant challenges the jurisdiction of the court and in many 
ways invokes technical provisions of the law to defeat recovery. 
Such matters were heretofore degided. 

The marginal mine operated by the plaintiff was not only 
approved by the Government as an appropriate mining venture but 
the defendant actually extended a loan of a considerable sum, to wit, 
$125,000 for initial operations. 

In addition to this, the Metals Reserve Company actually paid 
premiums on account of the operations. This is mentioned for the 
reason that the Government, through its War Production Board, not 
only made a proposal, but accepted the counterproposal on the part 
of the plaintiff and in all things undertook to carry out the contract 
made between the Government, through its corporate arms, and the 
ae aintiff. 

The several agencies of the Government were clothed with power 
to sue and be sued. This includes Metals Reserve C ompany, a wholly 
owned subsidiary of the defendant, now dissolved. All of its assets 
and liabilities have been transferred to and assumed by the defendant. 

That a contractual arrangement actually existed between the 
Government through its corporate arms, and the plaintiff is attested 
by proper officers of the Stabilization Administrator. In an exhaustive 
and logical opinion given by Hon. John C. Collet, Stabilization Ad- 
ministrator, the entire arrangement was considered as a commitment 
by the Government to vouchsafe to the plaintiff a recoupment of 
losses and a fair margin of profit. The arrangement was also approved 
in the Office of the Solicitor General. 
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The whole aspect of the case is one showing a contract between 
the Government and its corporate arms or entities with the plaintiff. 
The contract was recognized by the Government and fully carried out 
by the plaintiff. The Government (or its corporate arm) is in default 
because it has not made good its promise to save the plaintiff harmless 
from loss and to assure it a fair margin of profit. On the contrary, 


the Government has taken refuge behind its sovereign armor. It has 
resorted to technicalities of the law for the purpose of defeating a just 
claim. A technicality has been well defined as a microbe which has 


gotten into the law and gives justice the blind staggers. That is 
exactly the situation here. At a time when the Government was in 
dire distress, and when its hard problems justified it in making fair 
promises to its citizens, the plaintiff responded to its call for aid on 
account of the assurances above set out. Now that the war is over 
the Government should not attempt to seek sanctuary behind its 
sovereign armor until the wreckages of the war have been cleared away 
and the wounds of the war bound up. 
The plaintiff is entitled to judgment, and same will be given. 
Aupert L. REEvEs, 
United States District Judge. 


KANSAS City, Mo., November QD. 1949. 


(Filed in United States district court on November 23, 1949 


FINDINGS OF FACT AND CONCLUSIONS OF LAW 


In the District Court of the United States for the Western Division 
of the Western District of Missouri 


(No. 4985) 


MacArruur Muinina Company, INc., a Corporation, Petitioner, v. 
RECONSTRUCTION FINANCE Corporation, Defendant 


I make the following findings of fact: 
1. At the time the contractual arrangement was made the United 


States was engaged in a great war. For the prosecution of that war, 
the production of strategic and critical materials, such as lead and 
zinc, was imperative. To stimulate the production me Government 
promulgated a public policy of aid in the operations of marginal 
mines. The plaintiff accepted the paren sal to operate such a mine 
in the tristate area of Kansas, Missouri, and Oklahoma. 

2. The plaintiff was assured against tins and that it would receive 
a fair margin of profit. With such assurance it undertook the opera- 


tion of its marginal mine. 

3. The Government approved the mine in question as a proper and 
acceptable venture. Through its corporate arms, the Government 
he contract. 


1 


even entered into thi ‘ performance of its obligations u: ide 
However, its allowances were inadequate, and the plain itil! suffered 
an actual loss in its operations, wholly aside from the fair margin of 
profit. The loss of the plaintiff in it S operations during the years 
1943 and 1944 was $17,845.52: a reasonable profit would have been 
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$278,836.25, or an aggregate of $296,681.77. The plaintiff is entitled 
in judgment for this sum. 

4. By sundry War Power Acts of the Congress the court was given 
jurisdiction over the subject matter and the parties. 

I state the following conclusion of law: 

The plaintiff is entitled to recover of the defendant the sum of 
$296,681.77. 

Aubert L. REEVEs, 
United States District Judge. 
Kansas City, Mo., November 22, 1949. 


(Filed in United States district court on November 23, 1949) 
JUDGMENT 


In the District Court of the United States for the Western Division 
of the Western District of Missouri 


(No. 4985) 


MacArruurk Minina Company, a Corporation, Plaintiff, v. Recon- 
sTRUCTION FINANCE CorporaTIoN, Defendant 


This cause having come on for trial on the 18th day of April 1949, 
and the plaintiff being represented by Inghram D. Hook and Harry 
LL. Thomas of Hook & Thomas, and John W. Hoffman, Jr., and the 
defendant being represented by George Arthur Fruit, attorney, 
Department of Justice, and Harold W. Scheehan . counsel, Recon- 
struction Finance Corporation, Washington, D. C., and Sam M. 
Wear, United States attorney, by Earl A. a special assistant 
to the United States attorney, Rufus Burrus of Burrus & Burrus, 
Independence, Mo., and the parties announcing ready for trial, the 
evidence on the part of both the plaintiff and defendant was adduced: 

And said cause having been submitted upon the evidence and the 
briefs and arguments of counsel, now on this 22d day of November 
1949, said cause having been taken up for further consideration, and 
the evidence having been reviewed and the briefs and the arguments 
of counsel examined, and the matters and things being seen and fully 
understood, and it appearing that the plaintiff 1s entitled to judgment 
on the first count of its complaint in the sum of $296,681.77, and that 
it take nothing on the second count. 

[t is therefore ordered and adjudged that plaintiff have and recover 
of and from the defendant the sum of $296,681.77, together with costs, 
and that the plaintiff take nothing on the second count of its petition. 

Apert L. Reeves, 
United States District Judge. 
Kansas Crry, Mo., November 22, 1949. 


(Filed in United States district court on November 23, 1949) 
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I] 


[Text from Iederal Reporter, 2d series 
(Cite as 184 F. 2d 913) 
RECONSTRUCTION FINANCE Corp. v. MAcArRtTHUR MINING Co., INc. 
No. 14121. 
United States Court of Appeals, Eighth Circuit, Nov. 6, 1950. 


Rehearing Denied Dec. 5, 1950. 

Action by the MacArthur Mining Company, Inc., a corporation, 
against the Reconstruction Finance Corporation for alleged breach 
of contract on part of defendant. The United States District Court 
for the Western District of Missouri, Albert L. Reeves, J., 87 F. Supp. 
211, entered judgment for plaintiff and defendant appealed. The 
Court of Appeals, Thomas, Circuit Judge, held that two letters by 
the President of the United States and chairman of the War Produc- 
tion Board regarding the official governmental policy as to the pro- 
duction of strategic and critical materials during wartime was not 
intended to create private contractual or vested rights. 


Judgment reversed and case remanded with instructions. 


Constitutional Law 92 

United States 63 

Letters by the chairman of the War Production Board and the 
President of the United States announcing a policy of the government 
as to the production of strategic and critical materials and minerals 
during wartime did not create private, contractual or vested rights, 
and anyone who asserted that such letters created a contract had 
burden of overcoming a presumption that no private rights were 
created or vested. 

United States 53 (17) 

In action for breach of contract against the Reconstruction Finance 
Corporation based upon alleged offer in two letters by the President 
of the United States and chairman of the War Production Board an- 
nouncing the governmental policy as to production of strategic and 
critical materials during war time, ovis lence failed to overcome the 
presumption that the letters did not create private contactual or vested 
rights. 

United States <>63 

auidnictcont of an official governmental policy by President of 
the United States does not give rise to a contract in and of itself, for 
announcement of policy does no more than authorize appropriate 
government agency to enter into a contract consistent with policy. 


4. Courts 518 

In action against the Reconstruction Finance Corporation for 
alleged breach of contract, wherein validity of an order or quota 
issued pursuant to Emergency Price Control Act provision for subsidy 
payment to domestic Sait: was assailed, the Emergency Court 
of Appeals had exclusive jurisdiction of subject matter of action. 
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Emergency Price Control Act of 1942, §§ 2(e), 203, 204 (a, d), as 
amended, 50 U. S. C. A. Appendix, §§ 902 (e), 923, 924 (a, d) 

United States 125 (2) 

The question of federal government immunity from suit is not to be 
determined by the mere names of the titular parties but by the 
essential nature and effect of the proceeding, as it appears from entire 
record. 

6. United States 125(2)c= 
The principle of governmental immunity from suit applies to all 


cases in which government would be required to make pecuniary 
satisfaction for any liability. 
7. United States ©=53(14) 

Where sole purpose of suit against the Reconstruction Finance 
Corporation was to collect over $10,000 from the government, and 
any judgment obtained against Reconstruction Finance Corporation 
would have to be satisfied from Treasury of the United States, suit 
was in fact an action against United States for which no consent had 
been given. 28 U.S.C. A. § 1346 (a). 


George Arthur Fruit, Attorney, Department of Justice, Washing- 
tion, D. C., (H. G. Morison, Assistant Attorney General, Sam M. 
Wear, United States Attorney, Earl A. Grimes, Assistant United States 
Attorney, Kansas City, Mo., and Joseph M. Friedman, Special 
Assistant to the Attorney General, on the brief), for appellant. 

Inghram D. Hook, Kansas City, Mo. (John W. Hoffman, Jr., 
Hook & Thomas, and Harry L. Thomas, all of Kansas City, Mo., 
on the brief), for appellee. 

Before SANBORN and THOMAS, Circuit Judges, and DEWEY, 
District Judge. 

THOMAS, Circuit Judge. 

This proceeding is characterized by plaintiff in its brief as a suit, 
* * * for breach of contract on the part of the Reconstruction 
Finance Corporation’, defendant. The complaint is in two counts. 
The court denied recovery on count 2 and entered judgment against 
defendant for $296,681.77 on count 1, from which judgment the 
Reconstruction Financ e Corporation appeals. D.C., 87 F. Supp. 211. 

The complaint alleges that plaintiff!’ MacArthur fining Company, 
Inc., is a Kansas corporation; that defendant Reconstruction Cor- 
poration is a corporation organized by an Act of Congress; that Metals 
Reserve Company was during the years 1940-1944 a whoily owned 
subsidiary of Reconstruction Finance Corporation, and is agent to 
encourage the production of copper, lead and zine, and its fiseal agent 
for the payment of money due the producers of lead and zine; and 
that Metals Reserve Company was dissolved by Joint Resolution of 
Congress June 30, 1945, 59 Stat. 310, 15 U.S. C. A. § 611 note, and 
its assets and liabilities were transferred to the Reconstruction 
Finance Corporation. 

The alleged contract for breach of which damages were claimed and 
awarded by the district court consists of a declaration of policy of the 
United States embodied in two letters, which, it is claimed, constituted 
an offer, and the acceptance of the terms thereof by plaintiff and full 
performance on its part. 
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The first letter, dated April 17, 1943, and addressed to the President 
of the United States, was written by Mr. Donald M. Nelson, chair- 
man of the War Production Board. The letter recites that it is in 
response to a request of the President that he be provided with a 
complete review of the war metals and minerals program with sug- 
gestions as to policies to be followed with respect to supplying 1944 
needs. 

Under the heading, “‘Recommended general policies’, paragraph 5 
isrelied upon. It reads: ‘5. It is national policy that labor, materials, 
transportation, and time to get into production, rather than money 
cost, are to be considered the controlling factors in deciding whether 
or not to increase production, but that the price paid shall bear a 
reasonable relation to the costs of production and the earning of a fair 
return over the cost of each separate producer.” 

The second letter relied upon was signed by the President, dated 
April 24, 1943, and addressed to Hon. James EK. Murray, United 
States Senate, Washington, D. C. The letter reads: “This is in 
further reply to your letter of February 19, raising questions 
concerning our national policy with respect to the production of 
strategic and critical metals and minerals. Mr. Donald M. Nelson, 
Chairman of the War Production Board, has submitted the policies set 
forth in the letter attached “a the recommendation that I approve 
them and make them public. do approve these policies, and T am 
making them public in this letter to you. 

The complaint alleges that this correspondence is a Presidential 
Directive having “the — and effect of law by reason of the War 
Time Powers granted t the President * * * by Act of Congress, 50 
App., U.S. C. A. 601, 631 

It appears that plaintiff was in 1943 operating a mine located in the 
so-called Tri-State District of Missouri, Oklahoma and Kansas and 
producing lead and zine; and it is alleged that ‘“* * * in reliance upon 
this National policy which vour Petitioner alleges to be a commitment 
to and contract with Petitioner that quotas and premiums would be 
established and paid which would result in a fair margin of profits, 
Petitioner continued its operations.”’ 

It was further alleged, and it is admitted, that on January 1, 19438, 
there was in existence a lawful executive order freezing the price of 
zinc at 8% cents per pound and the price of lead at 6 cents per pound. 

There was also in existence a lawfully constituted Premium Price 
Quota Committee consisting of re presentatives of the Oifice of Price 
Administration, and the War Production Poard. It was the duty of 
this Committee, which had been created under § 2 (e) of the Emer- 
gency Price Control Act of 1942, as amended, 50 U CA. Appendix, 
§ 902 (e), to determine the premiums, or su bsidies. to he paid to 
producers of lead and zine over and above the ceiling price. ‘Che Act 
provided that ‘‘such subsidy payments to domestic producers * * * 
may be paid, only _by corporations created or organized pursuant to 
such section 5d |of the Reconstruction Finance Corporation Act as 
amended]. In this case the payments so determined would be made 
by the Metals Reserve Company. Nothing in the pe rtinent statutes 
nor in the executive orders authorized or permitted the Metals Reserve 
Company to pay premiums or subsidies in excess of those authorized 
by the Price Quota Committee. 
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Plaintiff alleges that its ““contract’’ was breached in that the Quota 
Committee refused to allow it reasonable and fair quotas during 1943 
and 1944, ‘‘which would allow a fair margin of profit”’; that such quotas 
were ‘not based upon fact but constituted a series of decisions and 
actions utterly unauthorized by law and inequitable in nature and 
which were the product of the unwarranted and capricious action of 
the members of the Committee and in direct violations of the Directive 
of the President of the United States and the law of the land.” For 
which alleged breach of ‘‘contract”’ plaintiff demanded judgment for 
damages in the amount of $296,681.77 with interest and costs. 

Plaintiff alleged further that no appellate procedure was provided 
for with respect to the decisions of the Quota Committee and that 1t 
was therefore powerless to appeal from the Committee’s arbitrary 
action; that its claim was submitted to the Stabilization Adminis- 
trator in December, 1945, and was the basis of an opinion by him 
with an order attached. In that opinion it was said “An examina- 
tion of the file justifies the conclusion that Mr. Nelson’s letter of 
April 17, 1943, and the President’s approval of it constitutes a com- 
mitment to MacArthur that quotas and premiums would be estab- 
lished which would result in a fair margin of profit.’”” The opinion 
concluded ‘‘* * * it is respectfully suggested and recommended that 
the Quota Committee consider the quotas and premiums for the period 
prior to midyear 1944 and with the benefit of information now avail- 
able covering that period finally fix such premium therefor which will 
be compensatory to the extent of the Executive Commitment.” 

It is further alleged that the Quota Committee continued “its 
arbitrary and capricious policy * * * although the Assistant Solicitor 
General of the United States had written an opinion” in a letter 
dated September 7, 1945, which had said that the Nelson letter of 
April 17, 1943, and the President’s Jetter to Senator Murray of April 
24, 1943, “must be considered as an authoritative statement of the 
policy of the Executive, to be applied by the executive agencies of 
the Government to the full extent of their legal powers.” 

In its answer the defendant denied the claims of plaintiff: admitted 
its corporate existence under an Act of Congress and of the Metals 
Reserve Company, the dissolution of the latter company, and the 
transfer of its assets and liabilities to defendant. It alleged further 
that the Premium Price Plan was administered by the War Produc- 
tion Board, the Office of Price Administration and the Metals Reserve 
Company; that the alleged decisions of the Quota Committee were 
recommendations which became effective only after approval of the 
War Production Board and the Office of Price Administration and 
their successor agencies. It is further alleged that after the receipt 
of the opinion of the Stabilization Administrator he and his suecessor 
did review the action of the agencies administering the Premium 
Price Plan, including the assignment of quotas for the period covered 
by the complaint, and determined them to be proper. 

The answer concluded with a motion to dismiss the complaint on 
the grounds: 

1. That the complaint failed to state a claim against the defendant 
upon which relief could be granted for the matters alleged rest in the 
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discretion of the United States and do not involve contractual 
vested rights: 
The court lacks jurisdiction because: 

(a) The action is in substance against the United States, which 
has not waived immunity from suit or consented to be sued; 

(b) The United States is an indispensable party, and cannot be 
made a party; 

(c) Plaintiff has not exhausted the administrative remedies pre- 
scribed by § eect Emergency Price Control Act of 1942, as 
amended, 50 U. S. C. A. Appendix, § 923, in that plaintiff has not 
protested the quota vad subsidy orders in accordance with said § 203 

(d) The action is exe ‘lusively within the jurisdiction of the Emer- 
gency Court of Appeals under § 204 (d) of the Emergency Price 
Control Act of 1942. 

Defendant’s motion to dismiss for want of jurisdiction was renewed 
after plaintiff had rested. 

The court overruled both motions on the ground, first, that by the 
Nelson and President Roosevelt letters the “Government in every 
way assure da margin of ges to producers in the precise category of 
this plaintiff. Moreover, it appears further that this was contractual 
and that such subsidy cavieaite were to be made or to be assured by 
a corporation formed, as in this case, and known as Metals Reserve 
Company, a subsidiary of the defendant.”’ 

(1, 2] We think the court was mistaken in thus construing these 
letters. They purported only to announce a policy of the govern- 
ment, and the presumption is that they were “not intended to create 


private contractual or vested rights * * *”’, Dodge v. Board of 
Education, 302 U.S. 74, 79, 58 S. Ct. 98, 100, 82 L. Ed. 57, and he 
who asserts the creation of a contract in such a case has the burden of 
overcoming the presumption. Nothing in the ple: idings nor in the 
evidence sustains this burden. The letters contain no promise on the 


part of the government do do anything—they declare a policy only. 
The rights of plaintiff must be found in the applicable statutes, the 
regulations and the executive orders made thereunder; and _ plaintiff 
claims no contractual right under the statutes or regulations. 

The court, however, held, D. C., 82 F. Supp. 455, 457, that since by 
the Act creating the defendant, 15 U.S. C. A. § 603, it is authorized 
“to make contracts” and “‘to sue and be sued, to complain and to 
defend, in any court of competent jurisdiction, State or Federal’, it 
was in some way a party to the alleged contract re sultin ig from the 
President’s letter of April 24, 1943, supra; and upon this theory it 
became the duty of defendant’s subsidiary, Metals Res erve Com- 


pany, ‘‘* * * * to assure or to guarantee to the defendant [plaintiff] 
as a domestic oa In its operations in marginal mines, ‘a fair 
margin of profit.’ It did not do so according to the averments of the 


complaint, and, aes it failed to do so, the defendant having assumed 
its liabilities, the plaintiff is authorized by express statute to sue the 
defendant. 

[3]. On the foregoing theory the court assumed jurisdiction. The 
error in so holding, as shown above, lies in the fact that a government 

“nolicy” does not give rise to a contract in and of itself. The an- 
nounced policy does no more than to authorize the appropris ite govern- 
ment agency to enter into a contract consistent with the policy, and 
in entering into a contract thus permitted the agency is bound to 
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observe and comply with the provisions of the statutes and regulations 
applicable. In this instance 1t must be observed that the contract or 
arrangement under which plaintiff claimed “premiums” was entered 
into prior to January 1, 1943, and the presidential letter was not, written 
until April 24, 1943. 

We think, also, that the court erred in holding that the Emergency 
Court of Appeals does not have exclusive jurisdiction of the subject 
matter of the action. 

The quotas issued by the Quota Committee of the Premium Price 
Plan, assailed in this case, were all issued under the authority of 
§ 2 (e) of the Emergency Price Control Act of 1942 as amended, 50 
U.S. C. A. Appendix, § 902 (e). That section, without quoting it at 
length, provides for subsidy payments to domestic producers ‘‘When- 
ever the Administrator determines that the maximum necessary pro- 
duction of any commodity is not being obtained or may not be 
obtained during the ensuing year * * * in such amounts and in such 
manner and upon such terms and conditions as he determines to be 
necessary to obtain the maximum necessary production thereof * * * 
such determinations shall be made by the Federal Loan Administrator, 
with the approval of the President * * * and such subsidy payments 
to domestic producers thereof ay be paid, only by corporations 
created or organized pursuant to’’ § 5d of the Reconstruction Finance 
Corporation Act, as amended. 

acy 203 of the Emergency Price Control Act of 1942 as amended, 


8 


50 U. S. C. A. Appendix, § 923 (a), provides: “At any time after the 
issuance ce any regulation or order under section 2 [section 902 of this 
Appendix] * * * any person subject to any provision of such regula- 


tion, order, or price schedule may, in accordance with regulations to 
be prescribed ps the Administrator, file a protest * * *.” 

Section 204 (a), 50 U.S. C. A. Appendix, § 924 (a): ‘Any person 
who is aggrieved by the denial or partial denial of his protest may, 
within thirty days after such denial, file a complaint with the Emer- 
gency Court of Appeals * * * specifying his objections and praying 
that the regulation, order, or price schedule protested be enjoined 
or set aside in whole or in ee 

And § 204 (d), 50 U. S. C. A. Appendix, § 924 (d): “* * * The 
Emergency Court of oneal and the Supreme Court upon review 
of judgments and orders of the Emergency Court of Appeals, shall 
have exclusive jurisdiction to de ‘termine the validity of any regulation 
or order issued under section 2 [section 902 of this Appe ndix], of any 
price schedule effective in accordance with the provisions of section 
206 [section 926 of this Appendix], and of any provision of any such 
regulation, order, or price schedule. Except as provided in this 
section, no court, Federal, State, or Territorial, shall have jurisdiction 

‘ power to agua the validity of any such regulation, order, or 
sie schedule, or to stay, restrain, enjoin, or set aside, in whole or in 
part, any provision of this Act authorizing the issuance of such regula- 
tions or orders, or making effective any such price schedule * ee 

[4] The question here is not whether defendant Reconstruction 
Finance Corporation, or its subsidiaries, may sue and be sued in any 
court of competent jurisdiction upon claims growing out of either 
contract or tort, but the question is whether the district court had 
jurisdiction of the cause of action alleged in the complaint wherein 
the validity of an order or quota issued pursuant to the provisions 
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of § 2 (e) of the Emergency Price Control Act, supra, is assailed. 
We think that the plain language of the statutes quoted, supra, denies 
jurisdiction in such a case. We bave examined the cases cited by 
plaintiff, such as Keifer & Keifer v. Reconstruction Finance Corpora- 
tion, et al., 306 U.S. 381, 59S. Ct. 516, 83 L. Ed. 784, and we do not 
think they are in point. And see Swift & Co. v. Reconstruction 
Finance Corporation, 7 Cir., 183 F. 2d 456, and cases cited therein. 

[5-7] Finally, we have no doubt the district court was without 
jurisdiction for the reason that the suit is in fact a suit against the 
United States in which plaintiff seeks to recover more than $10,000 
and the government has not consented to be sued for such an amount 
in the district court. 28 U.S. C. A. § 1346 (a) (2). It is now settled 
that this question is not to be determined “by the mere names of the 
titular parties but by the essential nature and effect of the proceeding, 
as it appears — the entire record”. Ex parte, State of New York, 
256 U.S. 490, 500, 41 S. Ct. 588, : 590, 65 L. Ed. 1057. The princip le 
of immunity ie to all cases in which the government would be 
required to make pecuniary satisfaction for any liability. Ex parte, 
State of New York, supra; Mine Safety Appliances Co. v. Forrestal, 
326 U.S. 371, 66 8. Ct. 219, 90 L. Ed. 140; State of Pamsannes, by 
Wolfenbarger ex rel. Atchley, v. Taylor, 6 Cir., 169 F. 2d 626, 632; 
Atlantic Meat Co. vy. Reconstruction Finance Corporation, 1 Cir., 
166 F. 2d 51, 56. ‘The sole purpose of this suit is to collect money 
from the government since any judgme nt obtained against defendant 
would have to be satisfied from the Treasury of the United States. 
All such suits iat the sovereign are barred in the absence of consent. 
See cases cited supra, and Land v. Dollar, 330 U.S. 731, 67 S. Ct. 
1009, 91 L. Ed. 1209. 

For the foregoing reasons the judgment appealed from is reversed 
and the case remanded with instructions to dismiss the complaint. 

MacArthur Mining Company, Inc., appellee, heretofore filed a 
motion in this court to dismiss this appeal, which motion was denied. 
In its brief filed herein appellee renews that motion. We have again 
considered its contentions in this regard and find them to une without 
merit; and the present motion to dismiss the appeal is, therefore, 
denied. 


[I] 


DEPARTMENT OF COMMERCE, 
Washington, D. C., June 19, 1952. 
Hon. Jospern R. Bryson, 
Chairman, Subcommittee No. 2, Committee on the Judiciary, 
House of Re prese ntatires. Washington, dD. cr 
Dear Mr. CuartrMan: This letter is in further reply to your 
request dated April 2, 1952, for the comments of this Department 
on H. R. 6693, a bill to amend section 17 of the Contract Settlement 
Act of 1944 so as to authorize the payment of fair compensation to 
persons informally contracting to deliver certain strategic or critical 
minerals or metals in cases of failure to recover reasonable costs. 
This bill provides for payments to persons who lost money between 
September :. 1939, and August 14, 1945, in mining metals and minerals 
which had been declared to be str: itegic or critical by the Army and 
Navy Munitions Board. Section 17 of the Contract Settlement Act 
of 1944 now provides relief to persons who were specifically requested 
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or urged to produce materials for the Government, under circum- 
stances leading them to believe that the Government would com- 
pensate them for any losses incurred. The bill would eliminate both 
of these requirements: The claimant would not have to show that 
any direct request or appeal had been made to him by the Govern- 
ment and he would not have to show that the Government had given 
him reason to believe it would bear any financial responsibility for 
his venture. 

H. R. 6693 is in substance similar to H. R. 834, 80th Congress, 
which the President returned without his approval. The objections 
which the President took to H. R. 834 apply with equal force to 
H. R. 6693 

| would like to comment particularly on two provisions of H. R. 
6693 which appear to me to involve fundamental questions concerning 
the use of the priority and allocation powers and the relation of the 
Government to private business, which are of particular concern at 
this time. Subsection (e) (6) appears to establish the principle that 
the Government is under a duty to discourage or forbid the public 
from engaging in war-supporting activities in which they may lose 
money, or to compensate them for their losses if the activity is not 
discouraged or forbidden. Subsection (e) (5) appears to establish the 
principle that if the Government grants priorities to a person for a 
business or a project, it will compensate him if the venture is not 
successful. 

Both of these policies are completely inconsistent with the stand- 
ards which the War Production Board used in exercising the priority 
and allocation powers during World War II. Under the Second War 
Powers Act, 1942, the Government was allocating scarce materials 
and facilities where ‘‘necessary or appropriate in the public interest 
and to promote - national defense.’’ Priorities and cr emetaoasn 
were not granted or denied, and activities were not prohibited ¢ 
approved, on the basis of whether the applicant would make a financi: al 
success of the projec Ut. 

It was assumed that the applicant thought he could make a profit 
from the venture. If he did not think so, he would either not go 
into it, or he would get a cost-plus contract from the Government or 
some similar form of financial protection against loss. The financial 
responsibility was placed on the businessman, in accordance with the 
ordinary way of doing business in this country. For this reason, 
little or no consideration was given by the War Production Board to 

possible financial results of the venture for which priorities were 
eranted, or for activities which were permitted to proceed. I do not 
believe that financial relief should be granted or denied at this time 
on the basis of actions taken by the War Production Board on the basis 
of standards and criteria — unrelated to financial prospects. 

This policy, if pursued t o its logical conclusion, would mean that 
the agencies exercising the priority and allocation powers under the 
Second War Powers Act should have refused to grant priorities to a 
businessman or to permit a defense-supporting activity to continue, 
unless the Government had been satisfied that the venture would be 
a success an id was willing to pay any losses incurred. I do not agree 

vith this policy and I do not believe that most American businessmen 
wank ae wanted the Government to administer the priority and 
allocation powers in this Way. By the same token I also believe that 
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present action by the Government under the Defense Production Act 
should not be governed by this unfortunate policy. 

I enclose a memorandum prepared by my Solicitor concerning this 
bill. This memorandum sets forth the experience of this Department 
and its predecessors with respect to claims under the Contract Settle- 
ment Act arising out of mining operations. I also enclose several 
opinions of the Appeal Board of the Office of Contract Settlement 
deciding claims in which this Department or its predecessors were 
concerned. Three of these (the claims of the Clough Manganese 
Corp., the Fredericktown Lead Co., and the Silver Star Chrome Co.) 
involve denials of mining claims. The other three cases (the claims of 
D. P. Henegar, Van Dyke & Co., and Clifton Products, Inc.) are 
illustrative of the situations where the Appeal Board of the Office of 
Contract Settlement granted relief under the present law. 

My staff will be glad to make available, if you wish, the full records 
and testimony in these cases, in order to illustrate fully the types of 
situations under which claims have arisen and have been approved or 
denied. 

1 would like to call your atte ntion to the enclosed decisions denying 
the three mining claims, particularly that of the Clough Managanese 
Corp. The Appes al Board of the Office of Contract Settlement held 
extensive hearings in those cases, and each claimant was given a full 
opportunity to —— his case. I do [not consider that the facts 
found by the Appeal Board in those cases establish any moral 
equitable basis for compensation by the taxpayers of the country, or 
for any amendment to the statute which would provide such com- 
pensation. 

I urge that H. R. 6693 should not be enacted. JI am advised by the 
Bureau of the Budget that there would be no objection to the sub- 
mission of this report and that enactment of H. R. 6693 would not be 
in accord with the program of the President. 

If we can be of further assistance to you in this matter, please call 
upon us. 

Sincerely yours, 
CHARLES SAWYER, Seere fary of Commerce. 
CC— Bureau of the Budget 
National Production Authority 
Program Planning 
Budget and Management 
Matthew Hale (DPA) 

Mailed June 19, 1952, by MeL. 


[Enclosure] 
JUNE 2, 1952. 
From the Secretary. 
To - Solicitor. 
te H. R. 6693. 

Re :presentative Bryson has requested the views of this Department 
on H. R. 6693, a bill to amend section 17 of the Contract Settlement 
Act of 1944 so as to authorize the payment of fair compensation to 
persons informally contracting to deliver certain strategic or critical 
minerals or metals in cases of failure to recover reasonable costs. 
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The bill provides for payment of unrecovered costs, including 
capital expenditures, during the period between September 8, 1939, 
and August 14, 1945, to perscns who produced or arranged to produce 
metals or minerals declared by the Army-Navy Munitions Board to 
be strategic or critical. Payments would be limited to the net loss on 
all claims or contracts under which materials, services, or facilities 
were furnished to the Government in a good faith effort to furnish or 
arrange to furnish such materials for use in prosecution of the war, 
whether contracted for in writing or in response to any request or 
offer to purchase from contracting agency. 

This bill would make a substantive change in the relief now provided 
under the Contract Settlement Act of 1944. Section 17 now provides 
relief to persons who furnished or arranged to furnish materials, 
services, or facilities, without a formal contract, in reliance on an oral 
or written request from a contracting agency. ‘The section has been 
interpreted generally to apply under circumstances where the individ- 
ual had a basis for expecting that the Government, by procurement 
contraci, or otherwise, would provide financial benefits sufficient to 
protect the claimant from loss. The bill would eliminate the need of 
showing any commitment by the Government, or of showing any 
reliance by the individual on the Government’s request or commit- 
ment. Consequently, relief would apparently be available to a person 
who had engaged in mining operations in an area where there was no 
ore to be mined, under circumstances where there was no commitment 
of any kind to see that he would not lose. 

This bill is in substance similar to H. R. 834, 81st Congress. The 
President returned H. R. 834 without his approval. The following 
quotations from the President’s message at the time of the veto apply 
with equal force to H. R. 6693: 

‘The principle that the Government should compensate war con- 
tractors, and volunteers acting without contracts, for losses sustained 
by them in activities related to the war has not generally been ac- 
cepted. The implications of this principle are profound, both with 
respect to our finances and with respect to our free enterprise system, 
and should be carefully considered before this principle is accepted. 

“H. R. 834 adopts this principle with respect to a single industry, 
the mining industry. 

“During the war many important metals and minerals were in short 
supply and efforts were made to increase their production, 

* * * * * * 


‘All of these activities were carried out within the traditional 
framework of our free-enterprise ovilelin: The terms and conditions 
of the assistance which would be provided were specified in advance. 
A man who thought he could operate profitably under these conditions 
was free to do so, and to retain the profits if his operation was success- 
ful. If, however, the operation was unsuccessful, either because his 
costs were higher than expected or because his expectations as to the 
supply of ore were not realized, it was assumed that he would bear the 
loss. 

‘The Government might have made use of the cost-plus contract 
system for operating the mines of the industry during the war, in 
spite of the general reluctance to do so because of the increased costs 
which would be expected to result from this system. However, this 
would have eliminated and deprived the mining industry of any 
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profits during the war, except to the extent of the fee involved. 
Whether this would have been more effective in getting out the needed 
materials, whether it would have been more economical to the Govern- 
ment, and whether the mining industry would have welcomed it, 
cannot now be determined. The fact is that the Government did not 
enter into cost-plus contracts for the operation of the mines. ‘To 
compensate the unsuccessful for their losses, while the successful 
retain their profits, leaves the taxpayer with all the harmful results 
of the cost-plus system and none of its benefits. 

“T do not believe that the mining industry as a whole wants to 
adopt the policy that the Government should guarantee it against loss 
in time of emergency. Regulation of industry and assistance to in- 
dustry in time of war are necessary. They can be carried out without 
eliminating all risk of financial loss and opportunity for profit with 
the resulting incentive for greater efficiency and lower costs.” 

* * * * * * 

“In my opinion, it would be a serious error to introduce at this time 
a new principle insurance against war-caused losses. This would 
involve reopening the entire program of financing the war, with in- 

calculable effects upon our finances. 

“To introduce this principle in the case of a single industry would 
not only give effect to an unsound principle and establish an unfortu- 
nate precedent but it would give rise to an unjustifiable discrimina- 
tion.”’ 

This Department, and its predecessors under Executive Order 9841 
of April 23, 1947, the Civilian Production Administration and the 
War Production Board, have reviewed a number of claims under Sec- 
tion 17 of the Contract Settlement Act involving wartime mining 
operations. 

Forty-six claims in all have been filed against the WPB, the CPA, 
and this Department as their successor under the Contract Settlement 
Act of 1944, of which 34 claims involved mining operations. The 
total sum involved in these 34 mining ¢ cli aims was $6,230,334. The larg- 
est was $1,610,856 and the smallest, $ $5,231. All of these claims were 
denied or withdrawn; 18 of the denials were appealed to the Appeal 
Board of the Office of Contract Settlement, all of which have been 
withdrawn or denied; 3 cases have been taken to and are now pending 
in the Court of Claims. Copies of the opi ions in the cases heard 
by the Appeal Board may be found in the printed opinions of that 
body. 

Study of these claims shows that the various claimants undertook 

the operations out of which these claims arose on their own initiative 

and responsibility, in the hope and expectation of making a profit 
in addition to their desire to assist in the war effort); that they 
did so without any commitment from the WPB or any other Gov- 
ernment agency that it would protect them from loss or assure them 
a profit ; and that there was no basis for any moral or equitable 
obligation to these claimants to reimburse them for losses. In fact, in 
some cases, the claimants entered into these ventures against the 
recommendation and advice of the Government 

The files on these claims do not indicate that payment of these and 
sunilar claims would stimulate production of metals at the present time. 
Some of the individuals involved in the original operations have died 
or are, in all probability, no longer in a position to engage in further 


mining’ activities. some of the claimants ineurred losses hbeea use of 





MacARTHUR MINING CO. INC., IN RECEIVERSHIP 21 


lack of experience or ability; in some cases the efforts of the claimants 
actually hindered the war effort by consuming scarce materials and 
manpower in an effort to mine ore where there was no ore. 

Many of the claimants were competent and responsible operators 
with mines which produced large quantities of ores, but at a loss. 
Some of these same concerns have already made applications under 
the Defense Production Act for loans under title III of that act. If 
their prospects justify such action, loans presumably will be made to 
them, and at least one such loan has been made. It would appear 
that stimulation of production in the future would be more effec- 
tively provided by considering the future prospects of a mine, rather 
than by making payments to persons whose operations, however 
patriotic and laudable, proved unsuccessful. 

More than 7,000 mines received priorities assistance from the 
WPB under orden P—56. Many other mining operations proceeded 
without such assistance. 

The average amount of the 34 mining claims filed with the WPB, 
the CPA, and this Department is about $180,000. How many claims 
would be filed under the bill, and what the average amount claimed 
would be, cannot be guessed. Obviously, the amount involved would 
be large, but there is no basis for estimating whether it would be 
tens of millions, hundreds of millions, or billions of dollars. The bill 
would authorize the gs peep ramte of $10 million for the purpose of 
paying these claims. If the Congress determines that these claimants 
should be compensated for the losses incurred by them, the com- 
pensation of each claimant should be fixed solely by the amount of 
the allowable loss, and should not be reduced on a pro rata basis if 
the total amount of such allowable losses by all claimants exceeds 
an arbitrary figure. Accordingly, authorization of a fixed amount 
for payment of these claims and the language providing for pro rata 
payments of claims in the event at the total of such claims exceeds 
that fixed amount would appear to be undesirable. Accordingly, if 
any action is taken on H. R. 6693, subsections (e) (8) and (e) (9) 
should be deleted and section 2 of the bill should be amended to 
provide authority for the appropriations of such sums as may be 
necessary 

Our experience with the claims which have been filed under section 
17 of the Contract Settlement Act demonstrates that the administra- 
tion of this bill would be difficult, because many of the former Gov- 
ernment employees involved have died or have left the Government 
and cannot now be found; records have been destroyed or transferred 
to inaccessible locations; persons familiar with the wartime programs 
are engaged in other work; and, of course, recollection of oral state- 
ments made 10 or 12 years ago is becoming very difficult and un- 
certain. The 6-year statute of limitations was enacted in part 
because of the difficulties of proof after a long lapse of time. This 
point is particularly valid where a claim is based on oral statements 
by a former Government employee. It is now over 6 years since 
August 14, 1945, and over 12 years since September 9, 1939, the end 
and the beginning of the period covered by the bill. 

For your information, I have attached a tabular analysis of the 
claims which have been filed against this Department and its prede- 
cessors under the Contract Settlement Act of 1944. The claims 
which involved mining operations are those numbered 2. 5, 6, 10, 
12-16, 18-24, 26-29, 31, 33-48, and 45-46. 
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Calendar No. 2529 


85TH CONGRESS es REPoRT 
in) No. 2463 


MAIN 
READING ROOM 


AMENDING THE DISTRICT OF COLUMBIA REDEVELOP- 
MENT ACT OF 1945, AS AMENDED 


August 18 (legislative day, Auaust 16), 1958.—Ordered to be printed 


Mr. Beat, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany H. R. 13406] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 13406), to amend the District of Columbia Redevelop- 


ment Act of 1945, as amended, after full consideration, report favor- 
ably thereon without amendment, and recommend that the bill do 
pass. 

The purpose of this bill is to amend the District of Columbia 
Redevelopment Act of 1945, so as to clarify certain of its provisions, 
remove a number of technical problems not anticipated at the time 
of its enactment and improve the disposition procedures and operations 
of the Land Agency. 

The purpose and need for this legislation is explained in a letter 
dated July 15, 1958, to Hon. Richard M. Nixon, President, United 
States Senate, from the Chairman of the District of Columbia Rede- 
velopment Land Agency, which is made a part of the report: 


JuLty 15, 1958. 
Hon. Ricuarp M. Nrxon, 
President, United States Senate, 
Washington, D. C. 

My Dear Mr. Presipent: The Board of Directors of the District 
of Columbia Redevelopment Land Agency has the honor to submit 
herewith a draft bill to amend the District of Columbia Redevelop- 
ment Act of 1945, as amended. 

The amendments set forth in the bill are designed to clarify certain 
existing provisions of the act in order to facilitate the operations of 
the Land Agency in carrying out its responsibilities under the act. 

We wish to make it clear that the Agency has the authority to dis- 
pose of land to any entity capable of carrying out the applicable 
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provisions of the statute and that more stringent requirements are 
to be placed upon redevelopment companies than on — entities 
purchasing or leasing land in a redevelopment project, e. g., churches, 
utility companies, and the like. 

It is also our intention to remove any ambiguity with respect to 
the authority the Agency to dispose « of parts of a project area, for 
either public or private uses, prior to acquisition of all the land in the 
area. 

We also wish to facilitate the procurement of suitable financing in 
connection with redevelopment projects by limiting the obligations of 
mortgagees participating in the rede ‘velopment program 1n the same 
manner as they are limited under title I of the Housing Act of 1949, 
as amended. 

The proposed amendments further provide for the establishment by 
the Agency of a policy pertaining to a priority of opportunity for 
businesses displaced from project areas and for a clarification of the 
intention of Congress that a public hearing must be held on the re- 
development plan for a project area prior to the acquisition of land 
by the Agency, but that a separate hearing need not be held on the 
boundaries of the ares 

The above and other purposes of the bill are the subject of a more 
detailed summary of explanations, copies of which are attached. 

The suggested revisions to the act have been the subject of extensive 
discussions among representatives of the Agency, the government of 
the District of Columbia, the Bureau of the Budget and the Housing 
and Home Finance Agency. 

The Agency has been advised by the Bureau of the Budget that 
there is no objection on the part of that office to submission of this 
draft legislation to the Congress. 

The Agency respectfully urges prompt enactment of the proposed 
legislation in the interest of permitting the Agency to move forward 
with the redevelopment program in the Nation’s Capital. 

Respectfully, 
ANDREW PARKER, 
Chairman, pro tempore, Board of Directors. 


The Commissioners of the District of Columbia are in favor of the 
passage of this bill. The following excerpt from a letter transmitted 
to the chairman of the Senate Committee on the District of Columbia 
by the acting President of the Board of Commissioners summarizes 
their views. 

. Most of the proposed changes appear to be rela- 
tively routine and designed to improve the operation of the 
act. One change, while not routine, likewise appears to be 
designed to improve the operation of the act and to make it 
possible for the Agency to alleviate or avoid hardship and 
Indecision. This change is the proposed addition to section 
7 of a provision authorizing the Agency to establish policies 
which, in its judgment, will provide a priority of oppor- 
tunity in a redevelopment area to businesses displaced i 
connection with the redevelopment of an area. 

The Commissioners believe that the proposed amend- 
ments of the District of Columbia Redevelopment Act of 
1945 will improve the operation and administration of the 
Act, and recommend their enactment. 
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The amendments contained in the bill are amendments to the 
District of Columbia Redevelopment Act of 1945, as amended. 

The following is an analysis of the bill by paragraph. 

The amendments in paragraph 1 and 3 of the bill clarify and 
broaden the scope of the terms “‘lessee”’ and “purchaser” defined in 
sections 3 (g) and 3 (1) respectively, to accommodate certain corpora- 
tions like public utility companies, as well as church organizations or 
religious groups and other corporations which were organized prior to 
the time that the -y sought acquisition of project land from the ico 4 
and permit them to continue their operation in a particular project 
without having to form a special corporation for the purpose of buying 
and redeveloping land. This revision makes it clear that the Agency 
has authority to dispose of land to such entities as well as to redevelop- 
ment companies, individuals, or Wotthe abt a 

The amendment to section 3 (j) of the act in paragraph 2 of the bill 
will make it clear that a se suaiibe hearing is not and was not required 
on the boundaries of an area and that a hearing before the Commission- 
ers on the project plan which must include the project boundaries, is 
the only hearing required prior to the acquisition of land. The recom- 
mended change is consistent with the intention of the Housing Act 
that a public hearing be held on a redevelopment or urban renewal 
plan prior to land acquisition. 

In this regard, the committee desires to point out that the purpose 
of the de finition in section 3 (j) of the act is to distinguish a project 
area in a planning sense from other types of projects (i. e., highways, 
parks, recreation areas, and similar —. of public works), and that 
the public hearing mentioned in section 3 (j) in respect to the bound- 
aries of a project area is the same public hearing mentioned in section 
6'(b) (2) of the act in respect of the redevelopment plan which includes 
the boundaries of the project area. Consistent with the intent of the 
Congress in this respect, the District of Columbia Commissioners and 
the Land Agency have uniformly so interpreted and observed these 
provisions of the act, and the decision of the United States District 
Court for the District of Columbia in Isadore M. Gudelsky et al. v. 
Samuel Spencer, et al. (C. A. No. 700-56, decided April 25, 1956) 
affirms the validity of their action. 

Therefore, the legislative intent, as expressed in these provisions of 
present law, is that notice of a public hearing pursuant to section 6 
(b) (2) on the redevelopment plan (which includes the boundaries of 
the project area) constitutes notice that the public hearing covers 
both subjects and that such hearing fully complies with the require- 
ments of sections 3 (j), 6 (b) (1) and 6 (b) (2) of the act. The amend- 
ment of section 3 (j) which is made by this bill is clarifying in nature 
and is intended to express more explicitly the original intent of the 
Congress. 

The amendments in paragraphs 4, 5, and 6 to sections 7 (a) and 

(b) of the act are intended to indicate clearly that the Agency is not 
precluded from disposing of certain real property either for public or 
private use prior to the time the Agency has acquired all of the real 
property within a given project area. They further permit disposition 
to any lesee or purchaser coming within the purview of the revised 
definitions discussed above. Paragraph 5 also permits disposition of 
project areas to redevelopers as a whole or in segments when it is 
ready for disposition in some part of the project. 
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The amendments contained in paragraphs 7 and 8 to sections 7 (d) 
and 7 (e) of the act reflect the concept of section 105 (b) of the Housing 
Act of 1949, as amended, and relieve mortgages of the responsibility 
of continuing construction in the event of default. This would elimi- 
nate a requirement on the part of mortgagees which might render the 
procurement of suitable financing by redevelopers extremely difficult. 
There are a number of ways the redevelopment plan can be carried 
out in the event of default. Among these are the transfer of land to 
another redeveloper or the transfer of land back to the Redevelopment 
Land Agency for lease or sale to a new redeve ‘lope r. The amendme re 
permit these alternatives and relieve prospective redevelopers of 
requirement with respect to their financing. 

The amendment in paragraph 9 of the bill is consistent with the 
concept of selling all or ene of an area and relates to the proposed 
amendments in para graphs 4 4,5, and 6. Section 7 (f) of the act pres- 
ently provides for disposition by the Agency of a project area in 
segments rather than as an entirety, This concept should more 
properly be included in section 7 (b) of the act as provided in paras vraph 
5 of the bill. This amendment would strike out section 7 (f) of the act, 
and paragraph 5 of the bill properly includes the concept in section 
7 (b) of the act. 

Paragraph 10 conforms the new section 7 (f) to the revised definitions 
of “lessee” and “purchaser,’’ as described in paragraphs (1) and 

Paragraph 11 adds a new section 7 (i) to the act which would 
place a duty upon the Redevelopment Land Agency to provide a 
policy of giving special consideration to persons or corporations 
whereby, if they are displaced from a project area, the Agency must 
grant them a priority of opportunity to relocate in commercial 
industrial facilities provided in connection with the redevelopment. 

Paragraph 12 oe a change consistent with the revision of 
section 7 (a) in that it permits disposition of parts of a given project 
area prior to asse oak s1y of the entire area. It is of course necessary for 
the Agency to obtain reuse appraisals on portions of property within 
a project area prior to their dis} position and the amended section 10 
provides for such appraisals. 

The amendment to section 11 (c) of the act in paragraph 13 of the 
bill gives the Agency discretion in requiring the keeping of separate 
books and accounts on the part of the lessees and purchasers. It 
allows the imposition of such a requirement upon redevelopment 
companies, but not upon churches or utility companies. It further 
permits discretion on the part of the Agency in imposing baa require- 
ment pertaining to the placing of liens on project property on certain 
redevelopers and not on others. Such a restriction sould interfere 
with the procurement of adequate financing. The Agency should 
determine the time period for which such a restriction, if imposed, 
should apply, e. g., until completion of the improvements. 

The amendment to section 12 in paragraph 14 eliminates the require- 
ment of mailing notice of proposed modifications to approved re- 
development or urban renewal plans to all property owners in and 
abutting a redevelopment or urban-renewal area, since such a pro- 
cedure js not required for original adoption and approval pursuant to 
section 6 (b). As amended, 

The passage of this bill would invoke no additional cost to the 
government of the District of Columbia. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman) 


(60 Stat. 791 


See. 3. [(g) “Lessee” includes the successors or assigns and suc- 
cessors in title of any lessee.] (g) ‘Lessee’? means an individual, part- 
nership, cor poration, religious organiz ation, institution or any other legal 
entity including, hut not limited to. a redevelopment company, which has 
the power to conform tc » the ap plicable Provisvons of this Act and to compl y 
with the terms of the lease of a project area or part thereof, and includes 
the successors or ass hyn sand successors in title of any lessee. 

Src. 3. (j) “Project area” is an area of such extent and location as 
mav be adopted by the Planning Commission 2 fe he by the 
District Commissioners [after public hearing] as an appropriate unit 


redevelopment planning for a redevelopment soieel separate from 
the radeveloninte projects for other parts of the District of Colum- 
Da in the provisions of this Aet relating to lease or sale by the 


c 


\ceney, for abbreviation ‘‘project area” is used for the remainder of 
the project area after taking out those pieces of property which in 
accordance with section 7 (a) of this Act shall] have been or are to be 


transferred for public uses. 


mye fc | , Purehase r”’ includes the suecessors or assions and 
SUCCeSSO! in title of any pure! aser / ‘ Purchaser”’ means an 
y di ud wal yartnersh Lp. corporation, r'¢ liaious organization 7 institution. 
Or any ¢ th, ry | aal é) tity nel di Ld. hat not lin ited fo. 9 de ie loapme nt 
CO) a es p} , hy } rs thre nower to CO) fa) m to thie anny abl WOVISION \ of 


i 


Li fay d to Con fou th the ferms of the sale of @ pro? ct area oO} part 


ff ia / , ny thy SUCCERSOTS O A8si 8 and SUeCCESSOrS 1) toatl of 
Src. 7. (a) After the real property in [the] any project area shall 
ve bh C Fassem| led acd red by the \vweney the Lor oe y shall 
ive the power to transfer to and shall at a practicable time o1 times 
ansfer by deeds to the United States or to the Di trict ot (Columbia. 

( » the ppr pr e Federal or District publi ; body, department, or 
Aacvrenc those pieces of real property whie tl, in accordance with the 
approved project area ‘edevelopment pl: n. are to be devoted to 
public uses (other than public housing) falling within the construction 
or admuinist ive jurisdiction of Federal or District agencies, such as 
ts and other utilities and works, Federal and District) publie 
buildin publ i recreational spaces, and schools. The Federal 
ae nee and the publi aceneles of the District of Columbia nre 
hereby empowered, respectively, to acquire real property from the 
(cen for the uses respectively specified in the project area, plan 
nd to pay for same out of their funds duly approptiated for such 
‘quisition. Excepti ’ for such property as may be transferred by 


dedication, gift, or exchange, the transferee agZeney shall pav to the 
\geneyv such sum as may be agreed upon or, in the absence of agree- 
ment, as may be fixed by the Chief Justice of the Distriet Court of 
the United States for the District of Columbia. 
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Sec. 7. (b) [The Agency shall have the power to lease or sell the 
remainder of the project area as an entirety to a re ei velopment com- 
pany or to an individual or a partnership.] The Agency, after it has 
acquired any or all of the real property in the project area, shall have the 
power to lease or sell so much thereof as is not to be devoted to public use, 
as an entirety or parts thereof separately to lessees or purchasers. Said 
[remainder] real property may include streets or parts thereof which 
in accordance with the plan are to be closed or vacated or other than 
publicly owned properties; and the Federal and District departments 
and agencies are empowered to transfer said spaces or properties to the 
Agency for such sums or other considerations as may be agreed upon. 

Sec. 7. (d) The term of any such lease shall be fixed by the Agency 
and the instrument of lease may provide for renewals upon re appraisals 
and with rentals and other provisions adjusted to such reappraisals. 
[Every such lease or sale shall provide that the lessee or purchaser 
shall carry out or cause to be carried out the approved project area 
redevelopment plan or approved modifications thereof and that no use 
shall be made of any land or real property included in the lease or sale 
nor any building or structure erected thereon which does not conform 
to such approved plan or approved modifications thereof.J Every 
such lease and every contract of sale and deed shall provide that the lessee 
or purchaser shall (1) devote the real property to the uses specified in the 
ee project area redevelopment plan or approved modifications 
thereof; (2) begin within a reasonable tume any improvements on the real 
pro pe ty required by the plan; and (3) comply with such other conditions 
as the Agency may find necessary to carry out the purposes of this Aet: 
Provided, That clause (2) of this sentence shall not apply to a mortgagee 
or trustee under deed of trust or others who acquire an interest in such real 
property as the result of the enforcement of any lien or claim thereon. 

In the instrument, or instruments, of lease or sale, the Agency may 
include such other terms, conditions, and provisions as in its judgment 
will provide reasonable assurance of the priority of the obligations of 
the lease or sale and of conformance to the plan over any other obli- 
gations of the lessee or purchaser and also assurance of the financial 
and legal ability of the lessee or purchaser to carry out and conform to 
the plan and the terms and conditions of the lease or sale; also, such 
terms, conditions, and specifications concerning building, improve- 
ments, subleases, or tenancies, Maintenance and management, and 
any other related matters as the Agency may reasonably impose or 
approve, including provisions where by the obligations to carry out 
and conform to the project area plan shall run with the land. In 
the event that maximum rentals to be shavent to tenants of housing 
be specified, provision may be made for periodic reconsideration of 
such rental bases, with a view to proposing modification of the project 
area plan with respect " such rentals. 

Sec. 7. (e) Until the Agency certifies that all building ¢ onstruc tions 
and other physical improvements specified to be done and made by 
the purchaser of the area have been completed, the purchaser shall 
have no power to convey (except to a mortgagee or trustee under a deed 
of trust) the area, or any part thereof, without the consent of the 
Agency; and no such consent shall be given unless the grantee [or 
mortgagee] of the purchaser obligates itself or himself by written 
instrument to the Agency to carry out that portion of the redevelop- 
ment plan which falls within the boundaries of the conve yed property, 
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and also that the grantee, his or its heirs, representatives, successors, 
and assigns, shall have no right or power to convey, lease, or let the 
conveyed property or any part thereof or erect or use any building 
or structure erected thereon free from the obligation and requirement 
to conform to the approved project area redevelopment plan or 
approved modifications thereof. 

Sec. 7. [(f) In lieu of the lease or sale of a project area as an 
entirety, the Agency shall have the power to lease or sell parts of 
such area separately to individuals, partnerships, or Ne kan 
companies. Any such sale or lease of a part or parts of a project 
area shall be fully subject to the provisions of subsections (c), (d), 
and (e) of this section.] 

[(z)] (7) No lease or sale of any project area or portion thereof 
shall be made by the Agency to any public redevelopment company 
unless the terms of such lease or sale shall provide greater compen- 
sation to the Agency than any offer or combination of offers based 
on substantially the same area and substantially the same redevelop- 
ment plan which shall be received from any responsible private sources 
(eligible as purchasers or lessees under this Act) within a reasonable 
announced period of time (not less than thirty days) after the public 
hearing on such proposed lease or sale. It is the intent of this pro- 
vision that private enterprise as represented through a responsible 
private [redevelopment company, individual, or partnership] lessee 
or purchaser shall be given a preference over any public redevelop- 
ment company in such lease or sale provided such preference can be 
given, in the judgment of the Agency, consistently with the protection 
of the public interest and consistently with a purpose to resort to a 
public redevelopment company only in the event that private enter- 
prise shall not reasonably be available for the development of the 
| project area or the part thereof under consideration. 

[(h)] (g) The Agency may itself demolish any existing structure or 
clear the area or any part thereof, or may specify the demolition and 
clearance to be performed by a lessee or purchaser within a reasonable 
time after such lease or purchase. The Agency may specify a reason- 
able time schedule and reasonable conditions for the construction of 
buildings and other improvements by a lessee or purchaser: Provided, 
That any such time schedule or condition shall be specified prior to the 
) offering of the area or part thereof for lease or sale, and shall be 
equally binding upon any purchaser or lessee, public or private. The 

cost of demolition or clearance made by the Agency pursuant to this 
subsection shall be treated as an item of cost of the acquisition of the 
area, 

[(i)] (4) In order to facilitate the lease or sale of a project area or, 
in the event that the lease or sale is of parts of an area, then to facilitate 
the leases or sales of such parts, the Agency shall have the power to 

include in the cost payable by it the cost of the construction of local 
streets and sidewalks within the area or of grading and other local 
public surface or subsurface facilities ae for shaping the area 
as the site of the redevelopment of the area. The Agency may arrange 
with the appropriate Federal or District agencies for the re imburse- 
ment of such outlays from funds or assessments raised or levied for 
such purposes. 

(1) In the lease or sale of a project area or part thereof which is desig- 
nated for commercial or industrial use under the project area redevelop- 
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ment plan, the Age ney shall establish a policy which in its judgment will 
provide, to business concerns which are displaced from a project area, 
a p 10? ity of opportun ity to relocate in commercial or indust) ial facilitie Ss 
provided in connection with such deve lopme nt. 

Sec. 10. [After the Agency shall have assembled and acquired the 
real property of a project area, it] Before leasing or selling any piece or 
tract of land in the project area which is to be used for pi vate Uses or for 
low rent housing, the Agency shall, as an aid to it in determining the 
rentals and other terms upon which it will lease or the price at which 
it will sell the area or parts thereof, place a use-value upon [each piece 
or tract of land within the area which, in accordance with the plan, 
is to be used for private uses or for low-rent housing] such piece or tract 
of land, such use-value to be based on the planned use; and, for the 
purpose of this use valuation, it shall cause a use-value appraisal to be 
made by two or more land-value experts employ d by it for the pur- 


pose; but nothing contained In this section shall be construed as 


~ . . } . ] ; a . 
requiring the Agency to base its rentals or selling prices upon such 
; : ; t 
appraisal 
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tions shall have the power to be redevelopment companies under this 
Act and to acquire and hold real property for the purposes set forth 
in this Act and to exercise all other powers granted to redevelopment 
companies in this Act subject to the provisions, limitations, and 
obligations set forth in this Act. 

[(c) Aredevelopment company, individual, or partnership to which 
any project area or part thereof is leased or sold under this Act shall 
keep books of account of its operations of or transactions relating to 
such area or part thereof entirely separate and distinct from its or 
his accounts of and for any other project area or part thereof or any 
other real property or enterprise; and no lien or other interest shall 
be placed upon any real property in said area to secure any indebted- 
ness or obligation of the redevelopment company, individual, or 
partnership incurred for or in relation to any property or enterprise 
outside of said area. ] 

(c) The Agency may require that any lessee or purchaser to which 
any project area or part thereof 1s leased or sold under this Act shall keep 
books of account of its operations of or transactions relating to such area 
or part thereof entirely separate and distinct from its or his accounts of 
and for any other project area or part thereof or any other real property 
or €) ter prise ; and the Agency may, in tts discretion, require, for such 
period as it may specify, that no lien or other interest shall be placed 
upon any real property in said area to secure any indebtedness or obliga- 
tron of the lessee or purchaser incurred for or in relation to any property 

enterprise outside of said area. 

Sec. 12. An ap] roved project ares redevelopment plan may be 
modified at any time or times: Pouied That any such modification 
as it may affect an area or part thereof which has been sold or leased 
shall not become effective without the consent in writing of the pur- 
chaser or lessee thereof: Provided further, That such modification 
may be effected only through adoption by the Planning Commission 
and subsequent submission to and approval by the District Commis- 
sioners, as hereinafter provided. [Before approval, the District Com- 
missioners shall hold a public hearmg on the proposed modification, 
notice of the time and place of which shall be given by mail sent at 
least ten days, prior to the hearing to the then owners of the real 
properties in the project area and of the real properties immediately 
adjoiming or across the street from the project area. J Before approval, 
the District Commissioners shall hold a public hearing on the proposed 
modification after ten days’ public notice. The District Commissioners 
may refer back to the Planning Commission any project area rede- 
velopment plan, project area boundaries, or modification submitted 
to if cogetiyer with their recommendation for changes in such plan, 
boundaries, or modification, and, if such recommended dunia be 
adopted by the Planning Commission and be in turn approved by the 
District Commissioners, the plan, boundaries, or modification as thus 


changed shall be and become the approved plan, boundaries, or modi- 


fication. 
O 
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Calendar No. 2537 


85TH CoNGRESS SENATE REpPortT 
2d Session No. 2471 


CIVIL WAR CENTENNIAL COMMISSION 
Avuaust 18 (legislative day, Aucust 16), 1958.—Ordered to be printed 


Mr. EastLanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. J. Res. 557] 


The Committee on the Judiciary, to which was referred the joint 
resolution (H. J. Res. 557), authorizing funds for Civil War Centennial 
Commission, having considered the same, reports favorably thereon, 
with an amendment, and recommends that the bill, as amended, do 
pass. 

AMENDMENT 


On page 1, line 8, strike all down to and including ‘“‘year’’ on line 11 
and insert in lieu thereof the following: 
Sec. 9. There is hereby authorized to be appropriated not 
to exceed the sum of $50,000 to carry out the provisions of 
this joint resolution for the fiscal year of 1960. 


PURPOSE OF AMENDMENT 


The purpose of the amendment is to provide an authorization of not 
to exceed $50,000 for the Centennial Commission for its expenses 
during the fiscal year 1960. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to author- 
ze additional funds for the Civil War Centennial Commission. 


STATEMENT 


On September 7, 1957, the act creating the Civil ha Centennial 
Commission was signed by the President and became law (Public Law 
85-305, 71 Stat. 626). The Commission was established to prepare 
an overall program for commemorating the 100th anniversary of the 
Civil War and an appropriation of $100,000 was authorized to carry 
out the provisions of the resolution. 
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The Commission was required by the statute to submit to Congress 
a report of its preliminary plans by March 1, 1958. 

The Civil War Centennial Commission has completed its organiza- 
tion and is well into the planning for the commemoration of the 
centennial of the Civil War. At its first meeting in December the Com- 
mission elected Maj. Gen. U. S. Grant IIT (retired) chairman. Under 
General Grant’s direction the Commission has selected the professional 
staff, held a national assembly, as required by the law, of civic patriotic 
and historical groups “whose duty it shall be to consider and make 
recommendations for the most fitting and appropriate way to com- 
memorate the observances of the centennial of the Civil War,’’ has 
sent Congress a report, based upon the recommendations of the 
assembly, of its preliminary plans, has secured (or is securing) 
the : appointme nt of 33 State centennial commissions, and has appointe od 
an advisory council of distinguished citizens with specialized knowledge 
of the various phases of the Civil War. 

The Commission has secured the Government-owned historic 
Parker mansion at 700 Jackson Place NW., for headquarters where 
the six members of the staff under the direction of Karl S. Betts, 
Director, and Edmund Gass, Associate Director, are working¥out 
the details of the Commission’s planning. The Commission itself 
looks upon its mission as one of stimulation, assistance and guidance 
to State, local, civic, scholarly, patriotic, and civic organizations as 
they develop their own individual plans for commemorating the 
Civil War. 

The scope and character of its work has been set forth by the 
Commission in a statement of policy which declares: 


The Civil War was the greatest test our country ever faced. 
Built of the heroism and endurance that were drawn from 
men and women of both sections by devotion to principles 
valued more than life itself, it was our most profound and 
tragic emotional experience. What was lost in it was lost 
by all of us; what was finally gained, affecting our national 
character and our national destiny itself—the preservation 
of the American Union as an instrumentality of freedom for 
all the peoples of the world—was gained by all of us. The 
loss, the gain and the experience itself are a common national 
possession. 

To commemorate the centennial of this war we do not want 
simply to string together a series of holidays, reviving here the 
exultation of victory and there the sadness of defeat. Rather, 
the centennial must give us a new understanding of the way 
in which Americans built from sacrifice and suffering an 
enduring Nation and a lasting peace. Our ancestors fought 
to the limit of endurance for 4 years; when the fighting ended 
they closed ranks, saw in the unity of their land something 
that overshadowed the bitterness of the fight, and ever since 
have stood firmly together, fighting side by side, when 
occasion has demanded, to defend the values which both 
sections had stood for while the Civil War lasted. Human 
history contains few lessons more inspiring than this. 

So the centennial observance must be a new study of 
American patriotism—a study which should give us a deeper 
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understanding of the immense reserves of bravery, of sacrifice, 
and of idealism which lie in the American character. 

(his study must be based on a broad knowledge of the 
underlying facts. From the ingenuity and resourcefulness 
with which an unprepared people met the challenge of the 
first truly modern war, much can be learned. It goes without 
saying that where fables and legends have obscured the real 
truth, the truth must be made clear. We are not preparing to 
commemorate a romantic myth; we are making ready to look 
closer at a chapter of our own history, and the chapter must 
be accurate. 

To achieve these ends the Commission plans [among other 
activities] to: 

1. Encourage States and localities to organize for them- 
selves observances of the anniversaries of Civil War events 
with which they were especially concerned. Such observ- 
ances should not be directed from Washington; they should 
spring into being in response to the wish of the people in each 
political subdivision. 

Assist in plans for local observances with advice and 
guidance, where such are requested. 

3. Set up an historical section to make correct replies to 

questions which may be addressed to it. 

4. Consider the awarding of certificates, medals, or other 
recognition for newspaper or magazine articles, or books, 
television programs and movies, dealing with the Civil War. 

One concrete expression of this policy is the issuance of a Guide to 
State Commissions which will be a comprehensive and authoritative 
chronology of Civil War events to assist State and local groups in 
selecting the events which they might wish to commemorate. Work 
is well along on this project. An educational film with colored slides 
and a tape-recorded talk is being produced with the assistance of the 
National Park Service. It will be available for distribution to clubs 
and other gatherings. A preliminary study is underway to ascertain 
the feasibility of a mobile museum of Civil War documents, photo- 
graphs, uniforms, and other memorabilia to be sent on tour of the 
Nation as did the Freedom Train a few years ago. 

Plans are also forming with respect to a Sunday supplement to be 
distributed, at little or no expense to the Commission, by a national 
newspaper syndicate. 

The members of the Commission are: 

Ex officio: 

The President of the United States 

The President of the Senate 

The Speaker of the House of Representatives 
Appointed by the President of the Senate: 

Hon. Clinton P. Anderson 

Hon. Joseph C. O’Mahoney 

Hon. John W. Bricker 

Hon. Edward Martin 


Appointed by the a r of the House of Representatives: 


Hon. William N. Tuck, Vice Chairman 

Hon. Frank M. ( offin 

Hon. Wint Smith, Chairman, Executive Committee 
Hon. Fred Schwengel 
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Appointed by the President of the United States: 

Mr. Alvin L. Aubinoe 

Mrs. Consuelo N. Bailey 

Mr. Bruce Catton 

Dr. Avery O. Craven 

Mr. W. Norman FitzGerald, Ji 

Maj. Gen. Ulysses S. Grant 3d, Chairman 

Vice Adm. Stuart H. Ingersoll 

Dr. John A. Krout 

Mr. Aksel Nielsen 

Mr. William S. Paley 

Hon. Dewey Short 

Dr. Bell I. Wiley 
Statutory members: 

Mr. Conrad L. Wirth, Director, National Park Service 

Mr. David C. Mearns, representative of the Librarian of Congress 

The committee is advised that in order to carry out the program of 

the Centennial Commission the original authorization of $100,000 for 
expenses for the Commission has proven inadequate. The committee 
has amended the bill so as to provide a ceiling of not to exceed $50,000 
for the expenses of the Commission for the fiscal year 1960. The com- 
mittee is of the opinion that the Commission should come to the Con- 
gress next year and justify 1 its needs for appropri: itions for the ensuing 
years of the life of the C oe The Commission, by law, is to 
expire on or before May 1, 1966. The committee is of the opinion 
that this Commission w I serve a most useful purpose and feels that 
the necessary funds should be authorized in order to carry out the 
purposes for which the Commission was originally created. Accord- 
ingly, the committee recommends favorable consideration of House 
Joint Resolution 557, as amended. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule Roe f the Standing 
Rules of the Senate, changes in existing law werd »y the bill, as 
reporte dd, are shown as follows (e xisting law propos sed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 


Pusuic Law 85-305 (71 Star. 626) 
* 
[Sec. 9. There are hereby authorized to be appropriated such 
funds as may be necessary to carry out the provisions of this resolution 
not to exceed $100,000.] 
Sec. 9. There is here by authorized to be appropriated not to exceed 
the sum of $50,000 to carry out the provisio ns of thas gornt resolution for 


the fiscal year of 196 0). 
O 
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PROVIDING FOR THE ESTABLISHMENT OF GRAND 
PORTAGE NATIONAL MONUMENT, MINN. 


{vaust 19, 1958.—Ordered to be printed 


lr. O’Manoney, from the Committee on Interior and Insular Affagp, 
submitted the following OF Mic HIGAN 
erp 1 


REPORT eet, 84 


[To accompany H. R. 11009] ue 


~ 
. 


+ 
dU 


# The Committee on Interior and Insular Affairs, to whom was referred 
the bill (H. R. 11009) to provide for the establishment of Grand 
Portage National Monument in the State of Minnesota, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


MMARY 
FD 
ul p ) 

H. R. 11009 authorizes the establishment of the Grand Portage 
National Monument in the northeastern part of the State of Minnesota. 
The monument area, which is not now in Federal ownership, would 
comprise approximately 700 acres. 


Need 


The legislation would add to the national- par k system and preserve 
for the enjovment of the people of the United States certain portions 
of an area which was significant in the history of the fur trade and 
exploration and colonization of the Northwest. It served as a his- 
torical link between the United States and Canada and was designated 
as a historic site in 1951 by the Secretary of the Interior under the act 
of August 21, 1935 (16 U.S. C. 461-467 
Cost 


The Department of the Interior estimates the costs will be as follows: 
Land acquisition, $15,000; general development of the area, $300,000 ; 
and recurring annual administrative e xpenses, $35,000. 


Departmental recommendations 

The Department of the Interior recommends the enactment of H. R. 
11009, introduced by Representative Blatnik. The perfecting amend- 
ments suggested by the Department were adopted by the committee. 
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EXPLANATION 


The proposed monument area, which is included within the Grand 
Portage Indian Reservation, will comprise a relatively small area of 
approximately 700 acres. Approximately 400 acres are said to be 
tribal lands, which will be donated to the Federal Government. The 
remaining acreage is held by individ lal Indians and will be purchased 
bv the National Park Ser ice. 

The monument will include the historic Grand Portage or Great 
Carrying Place, a tract several miles long; an area on Lake Superior, 
known as the Northwest Company area; and the site of Fort Charlotte 


on the Pigeon River, adjacent to the Canadian border. 

The Grand Portage Band of Chippewa Indians and the Mi 

Chippewa Tribe endorse this legislation. The committee has been 
1 


i 
he Director, National Park Sery ice, that there is a tribal 


informed by 
resolution favoring the establishment of the monument. 

Under the terms of the bill, H. R. 11009, recognized members of 
the Minnesota Chippewa Tribe will be granted the preferential privi- 
lege to prov\ ide visitor accomodations and services that the secretary 
of the Interior deems necessary within the monument, and members 
of the tribe will be given first opportunity in all types of emplovment 
for which they are qualified. 


AGENCY REPORTS 


The favorable reports of the Department of the Interior and the 
Bureau of the Budget on S. 3362, a companion measure to H. R. 11009, 
are set forth below: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Wash ingtor se dD. yee June ly. 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular . 1 ffairs, 
United States Si nate, Wash ington, D. r. 

Dear Senator Murray: Your committee has requested a report 
on S. 3362, a bill to provide for the establishment of Grand Portage 
National Monument in the State of Minnesota, and for other purposes. 


We recommend that S. 3362 be enacted. 

This proposed legislation would authorize the establishment of 
the Grand Portage National Monument, in the northeastern part of 
the State of Minnesota. The proposed monument area, which is 
included within the Grand Portage Indian Reservation, would com- 
prise a relatively small area of approximately 700 acres. The monu- 
ment would include the historic Grand Portage or Great Carrying 
Place, a trail several miles long, an area on Lake Superior, known as 
the Northwest Company area, and the site of Fort Charlotte on the 
Pigeon River, adjacent to the Canadian bord r Ti ( Grand Portage 
Trail in northeastern Minnesota was significant in the history of the 
fur trade and exploratio 1 and eolonization of the Northwest, and as a 
historical link between the [ nited States and Canada. The 9-mile- 
long Grand Portag or Great Carrying Place, linking Grand Portage 
Bay on Lake Superior with the historic site of Fort Charlotte on the 
Pigeon River along the United States-Canadian boundary was the 


route by which the early voyagers transferred their supplies and trade 
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er 
s from the waters of Lake Superior to the border lake canoe route 
: ee ] c AY rr ° 

and over which valuable cargoes of furs from the Northwest Territory 


vere transported for shipment to eastern markets. During the boom 
} . , ‘ 1. } c 4 . | . , 1 
} davs of the fur trade, thousands of men traveled the ports ve in both 
. directions, carrying, on their backs, canoes, furs, and supplies. 


An important consideration in the establishment of this national 
monument is the attitude of the Lndtens concerning the proposal. 
We are informed that the Grand Portage Band of Chippewa Indians 
and the Minnesota Chippewa Tribe are interested in the establish- 
ment of the monument, and that they will donate any of their trust 
lands required for this monument as described in the bill. Under the 
terms of this proposed legislation, recognized members of the Minne- 
sota Chippewa Tribe will be granted the preferential privilege to 
provide visitor accomodations and services, including guide services, 


| that the ens deems necessary within the monument. Insofar 
as practicable, the Secretary would be authorized to give first prefer- 
_ to the employme nt of recognized members of the Minnesota 

hippewa Tribe in the performance of any construction, maintenance, 

or any other service within the monument for which they are qualified. 
The production and sale of handicraft objects within the monument 
also would be encouraged and the administration of the monument 
would be carried out in such manner as not to interfere with the opera- 
tion or existence of any trade or business of the tribe outside the 

| boundaries of the monument. ‘The bill contains various other pro- 

} visions that we believe will be of benefit to the Indians in this area. 

| With the establishment of this national monument, the tourist 


the Grand Portage Band, as preferential privileges will be given to 
them in the establishment “ol visitor accommodations and services, 
| and members of the tribe will be given first opportunity in all types 
of employment for which they are qualified. Thus the Indians’ 
| 


| trade is expected to ee This will bring additional revenue to 


economic welfare will be considerably enhs :nced by the establishment 
of this national monument and a desirable area will be added to the 


| national park system for the benefit of our people. 

i The followi ng, perfecting amendments to the bill are recommended: 
| (1) On page 1, line 9, and on page 8, line 14, strike out the word 
| “County” and Rect in lieu thereof the word “Company.”’ 

| (2) On page 5, lines 19 and 20, strike out the words ‘‘to the National 


Park Service from the Bureau of Indian Affairs,’ and insert in lieu 
thereof ‘« oe such properties for administration and as a part of the 
Grand P. orti » National Monument.” This suggested amendment is 
i desirable also in order to bring the prov isions of the bill in line with 
the authority and procedures applicable to this Department under 
Reorganization Plan No. 3 of 1950. 
We estimate that the expenditure of approximately $15,000 ma’ 
| be required for land acquisition. We estimate also that’ general 
development of the national monument will cost approximately 
$300,000. Recurring annual administrative costs are estimated to 
be $35,000. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 





Rocrer Ernst, 
Assist ' Secretary of the Interior. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Vv ash ington, dD. ( o* June id. 1S58. 





Hon. JAmMes E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C 

My Dear Mr. Cuatrman: This is in response to your request for 
the views of this Bureau on S. 3362, a bill to provide for the establish- 
ment of Grand Portage National Monument in the State of Minne- 
SOLA, ala ) he purposes 

Phe D partment ol the inveri1o! ifo & rb ¢ ek p nt ol the 
proposed monument vould cost approximately S500 ,000, a d that 

( nual .iminis rative costs WO d be about $35,000. 

“i ) 2 ot the bill authorizes thi sPecreLary of the Inte or to accept 
lonatis specified Indian lands and assigns the custody, control, 
ana I istration of the lands to the National Park Service. Assign- 
ment o ictions to specific bureaus and offices of the Department 
onflicts Reorganization Plan No. 3 of 1950 which assigns fune 
Ons ¢ Vepartment to the S cretaryv 2n Vest \ hin ne power 
LO ¢ ate their performance To overcome this conflict the language 

s 17-20 of section 2 per ing to the transter o7 custo¢e . COn- 
ation of ti ands f I Bureau of Indian Affairs 
O N rk Service should be eliminate 
‘| Bi of the Budget would LVé 0 objection to el iment 
5 62 amended as suggest ibove 
‘ ours 
PHI > S. Hugues 
{ sta brrecti / isla é lieference 
pS ES 5 ri 
COMMIT On | | \FFAIRS 
vi t ) j ts { 
( (ler} ( nittee on Inte or a /) ( L/fai 
J } Cigtes SN; é, Was} ty re 

LD ae This is to assu Ve that I ha » objection to the 
eporting out by the Senate Interior Committee of H. R. 11009, the 

rand Portage National Monument Bill 

Howev: s you will recall, Senator Anderson did ve some very 
pecific objections to consideration of the bill at this time, and I trust 
hat thes in be cleared with him if there is any chance that action 

icht — | l re nix } this we T 

Wit rood \\ ishes | am 
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RicHarp L. NEUBERGER, 


/ nited State \ N¢ / ati or 
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EXTENDING THE RENEGOTIATION ACT OF 1951 FOR 
6 MONTHS 


Avuaust 19, 1958.—Ordered to be printed 


REA! 


Mr. Byrpo, from the Committee on Finance, submitted the following 
REPORT 
{To accompany H. R. 11749] 


The Committee on Finance, to whom was referred the bill (H. R 
11749) to extend the Renegotiation Act of 1951 for 6 months, and for 
other purposes, having considered the same, report favorably thereon 


with amendments and recommend that the bill as amended do pass. 


I. PurPoOsE 


H. R. 11749 amends the Renegotiation Act of 1951, as amended, to 
extend the renegotiation authority for 6 months from December 31, 
1958, to June 30, 1959. The continuation of renegotiation beyond its 
present expiration date has been requested by “the President and 
recommended by the Department of Defense because defense expendi- 
tures of $39 billion for fiscal vear 1958 and $40.5 billion for fiscal year 
1959 are greater in amount than ever before in our peacetime history, 
and because past production and cost experience in the manufacture 
of new and experimental weapons in the aircraft, missile, and space 
fields is not necessarily satisfactory for setting proper prices and 
avoiding excessive profits. 

The following excerpt from the report of the House Ways and Means 
Committee explains the reason for not extending the act for more than 
6 months. 


The bill limits the extension of renegotiation to a period of 
§ months because it is the intention of your committee to 
undertake a broad review of the entire subject of renegotia- 
tion early in the next Congress. At that time consideration 
will be given to the scope, objectives, and procedures of 
renegotiation and to possible amendments including those 
proposed at the hearing on the present bill. 
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> EXTENDING THE RENEGOTIATION ACT OF 1951 FOR 6 MONTHS 
Il. GeneRAL STATEMENT 
(A) EXTENSION FOR 6 MONTHS 


Section 1 of the bill extends the Renegotiation Act of 1951 from its 
present expiration date of December 31, 1958, to June 30, 1959. This 
will make the renegotiation procedures applicable to receipts or 
accruals attributable to performance, under renegotiable contracts 
or subcontracts. through June 30, 1959. 


(B) APPLICATION TO NATIONAL AERONAUTICS AND SPACE 
ADMINISTRATION 


The creation of the new National Aeronautics and Space Adminis- 
tration makes it desirable, in the opinion of your committee, to add 
that agency to the departments whose contracts are subject to the 
provisions of the renegotiation law. The addition of such agency 
has been recommended by the National Advisory Committee for 
Aeronautics and the Department of Defense. 

Under section 2 of the bill, the Renegotiation Act will apply to 
all existing renegotiable contracts taken over by the National Aero- 
nautics and Space Administration, as well as to all new contracts 
made by that agency, and to related subcontracts. It is not intended 
that any contract or subcontract not subject to renegotiation under 
existing law shall become subject thereto by reason of the transfer of 
such contract to the National Aeronautics and Space Administration. 

It was necessary to add a technical amendment to this section of 
the House-passed bill. 


Il. Commirrer AMENDMENT 


The only substantive change made by the Finance Committee in 
the House-passed bill was the deletion of section 3 which provided for 
judicial review of decisions of the Tax Court in renegotiation cases, 
in the same manner as is provided in subsection (a) and (c) of section 
7482 of the Internal Revenue Code of 1954. This action was without 
prejudice as to the merit of the proposal. There was insufficient time 
for adequate consideration of this section of the bill; thus it was 
stricken with the understanding that this subject would be given 
thorough consideration in connection with the next extension of the 
act. 

IV. CHanGes 1n Existinc Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are showin as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Tue RENEGOTIATION Act or 1951, AS AMENDED 
| (50 U.S. C., App., Sec. 1211) 


* * *x * * * * 


SEC. 102. CONTRACTS SUBJECT TO RENEGOTIATION. 

(a) In GenerAt.—The provisions of this title shall be applicable 
(1) to all contracts with the Departments specifically named in section 
103 (a), and related subcontracts, to the extent of the amounts received 
or accrued by a contractor or subcontractor on or after the first day 
of January 1951, whether such contracts or subcontracts were made 
on, before, or after such first day, and (2) to all contracts with the 
Departments designated by the President under section 103 (a), and 
related subcontracts, to the extent of the amounts received or accrued 
by a contractor or subcontractor on or after the first day of the first 
month beginning after the date of such designation, whether such 
contracts or subcontracts were made on, before, or after such first day. 

(b) PerrorMANCE Prior To Juty 1, 1950.—Notwithstanding the 
provisions of subsection (a), the provisions of this title shall not 
apply to contracts with the Departments, or related subcontracts, to 
the extent of the amounts received or accrued by a contractor or sub- 
contractor on or after the 1st day of January 1951, which are attribut- 
able to performance, under such contracts or subcontracts, prior to 
July 1, 1950. This subsection shall have no application in the case 

of contracts, or related subcontracts, which, but for subsection (c), 
would be subject to the Renegotiation Act of 1948. 
| (c) TERMINATION. 
| (1) IN GenerAL.—The provisions of this title shall apply only 


= 


with respect to receipts and accruals, under contracts with the De- 
partments and related subcontracts, which are determined under 
regulations prescribed by the Board to be reasonably attributable 
to performance prior to the close of the termination date. Not- 
withstanding the method of accounting employed by the contrac- 
tor or subcontractor in keeping his records, receipts or accruals 
determined to be so attributable, even if received or accrued after 
the termination date, shall be considered as having been received 
or accrued not later than the termination date. For the purposes 
of this title, the term ‘‘termination date’? means [December 31, 
1958] June 30, 1959. 

(2) TERMINATION OF STATUS AS DEPARTMENT.—When the 
status of any agency of the Government as a Department within 
the meaning of section 103 (a) is terminated, the provisions of this 
title shall apply only with respect to receipts and accruals, under 
contracts with such agency and related subcontracts, which are 
determined under regulations prescribed by the Board to be rea- 
sonably attributable to performance prior to the close of the status 
termination date. Norwithstanding the method of accounting 

employed by the contractor or subcontractor in keeping his ree- 
ords, receipts or accruals determined to be so attributable, even if 
received or accrued after the status termination date, shall be 
considered as having been received or accrued not later than the 
status termination date. For the purposes of this paragraph, the 
term “status termination date’? means, with respect to any 
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agency, the date on which the status of such agency as a Depart- 
ment within the meaning of section 103 (a) is terminated. 
* * * * * * 

SEC. 103. DEFINITIONS. 

For purposes of this title 

(a) Department.—The term ‘Department’ means the Department 
ot Defense, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, the Maritime Administration, the 
Federal Maritime Board, the General Services Administration, the 
National Aeronautics and Space Administration, and the Atomic Energy 
Commission. Such term also includes any other agency of the 
Government exercising functions having a direct and immediate con- 
nection with the national defense which is designated by the President 
during a national emergency proclaimed by the President, or declared 
by the Congress, after the date of the enactment of the Renegotiation 
Amendments Act of 1956; but such designation shall cease to be in 
effect on the last day of the month during which such national 
emergency is terminated. 

(b) Secretary.—The term ‘Secretary’? means the Secretary of 
Defense, the Secretary of the Army, the Secretary of the Navy, the 
Secretary of the Air Force, the Secretary of Commerce (with respect 
to the Maritime Administration), the Federal Maritime Board, the 
Administrator of General Services, the Administrator of the National 
Aeronautics and Space Administration, the Atomic Energy Commis- 
sion, and the head of any other agency of the Government which the 
President shall designate as a Department pursuant to subsection 
(a) of this section. 
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PROVIDING FOR THE DISPOSAL OF FEDERALLY OWNED 
PROPERTY OF THE HANSON, COMPANY, AND HOUSMA 
CANALS, LA. MICHIGAN 


SEP 17 


Avuaust 19, 1958.—Ordered to be printed 
MAIN 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
[To accompany S. 4198] 


The Committee on Public Works, to whom was referred the bill 
(S. 4198) to provide for the disposal of federally owned property of 
the Hanson, Company, and Houma Canals, La., and for other pur- 
poses, having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 2, line 7, strike out the period and insert in lieu thereof a 
colon and the following: 


Provided, That the foregoing shall not be construed to pre- 
clude action under the Federal Property and Administrative 
Services Act of 1949 (63 Stat. 377) if the Secretary of the 
Army reports the property to the Administrator of General 
Services for reassignment or disposal as excess real property. 


PURPOSE OF THE BILL 


This bill provides that whenever the Secretary of the Army, upon 
recommendation of the Chief of Engineers, determines that any of the 
federally owned property of Hanson canal and lock in St. Mary Parish, 
La., and the Company and Houma Canals in Lafourche and Terre- 
bonne Parishes, La., no longer economically serve the purposes for 
which they were constructed or acquired, the structures and appurte- 
nances, including real property acquired in connection therewith, may 
be eliminated as features of existing Federal navigation projects. The 
Secretary would be authorized to ‘transfer or convey the property to 
the State of Louisiana or any of its political subdivisions, any local 
interests, or others upon such terms as he deems in the public interest. 
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GENERAL STATEMENT 


The Hanson Canal extends between Bayou Teche and Cote Blanche 

Bay, in St. Mary Parish, La., a distance of about 4.3 miles. The 
Hanson lock is located adjacent to Bayou Teche about 1% miles south- 
vast of Franklin, La. The lock has a width of 27 feet, a length of 937 
feet, and a lift of 5 feet. The lock was completed in 1907. 
* The Hanson canal and lock was acquired by the Federal Govern- 
ment in 1923 as a part of the inland waterway from Franklin to the 
Mermentau River, pursuant to the authorization contained in the 
act approved July 25, 1912 (37 Stat. 201, 212), at a cost of $65,000. It 
has been operated by the United States since 1923 at an annual cost 
of about $2,000. The lockmaster’s house was completed in 1924, 
but was moved to Berwick lock on Bayou Teche near Morgan City 
in 1951. 

The Houma Canal connects Bayou Terrebonne with Black Bayou 
in Lafourche and Terrebonne Parishes, La., southeast of Houma, La. 
It is about 1.8 miles long, with dimensions of 5 by 40 feet. It was 
completed in 1924 at a cost of about $83,000. It was authorized as a 
portion of the inland waterway from the Mississippi River to Bayou 
Teche, pursuant to the act approved March 2, 1919 (40 Stat. 1275, 
1280). 

The Company Canal was acquired py the Federal Government in 
1925 as a part of the inland waterway from the Mississippi River to 
Bayou Teche. ‘This canal connects Bayou Terrebonne with Bayou 
Lafourche from the \ icinity ol Lockport to Bourg, a distance of a 


bout 
8.1 miles. The acquisition cost was $84,000 and was authorized by 


the act approved March 2, 1919 (40 Stat. 1275, 1280). ‘The channel 
dimensions were 5 by 40 feet. 

These canals have now been superseded, insofar as general naviga- 
tion is concerned, by the Gulf Intracoastal Waterway, and are no 
longer required as feature of existing le leral navigation projects. 


Local interests have indicated a willingness to accept conveyance of 
these properties. 
COMMITTEE AMENDMENT 

The committee recommends an amendment to the bill that would 
provide that if the Department of the Army is unable to transfer the 
property as contemplated and a public sale is required, the property 
can be reported to the Administrator of General Services for disposal 
in accordance with the Federal Property and Administrative Services 
Act of 1949 (63 Stat. 377 

COST 


There is no expenditure of Federal funds involved in enactment of 
this legislation. 
RECOMMENDATIONS 


The committee is aware of the fact that enactment of this legislation 
would result in a saving to the Federal Government of the annual 
maintenance cost of $2,000 for the Hanson canal and lock. During 
recent years no funds have been expended for maintenance on the 
Company and Houma Canals, but during fiscal year 1957 there was 
$1,800 expended for bank-protection work on these canals. The 


committee believes that it is highly desirable that these obsolete 
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navigation improvements which are no longer needed be transferred 
to the local interests to relieve the Federal Government of any further 
responsibility in connection therewith. It further believes that the 
federal Government is fully protected under the provisions of S. 4198 
and recommends enactment of the bill. 

The committee was advised that the Department of the Army favors 
enactment of S. 4198, as amended by the committee. 

QO 
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85TH CONGRESS SENATE REPORT 
2d Session No. 2480 


REIMBURSEMENT RECOMMENDATIONS FOR CERTAIN 
HIGHWAYS ON THE INTERSTATE SYSTEM e 


MICHIGAN 


Avaust 19, 1958.—Ordered to be printed 


Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. J. Res. 654] 


The Committee on Public Works, to whom was referred the joint 
resolution (4. J. Res. 654) requiring the Secretary of Commerce to 
submit certain recommendations for legislation for the purpose of 
assisting Congress to determine whether or not to reimburse States 
for certain highways on the National System of Interstate and Defense 
Highways, having coosidered the same, report favorably thereon 
without amendment and recommend that the joint resolution do pass. 


PURPOSE 


The purpose of House Joint Resolution 654 is to require the Secre- 
tary of Commerce to submit to Congress recommendations for legis- 
lation for assistance in determining whether or not the Federal Gov- 
ernment shall reimburse each State for any portion of a toll or free 
highway which is located on the National System of Interstate and 
Defense Highways and meet the standards for highways on such 
System 

GENERAL STATEMENT 


In section 114 of the Federal Aid Highway Act of 1956, the Con- 
gress declared its intent and policy to determine whether or not the 
Federal Government should equitably reimburse any State for a 
portion of a highway which is on the National System of Interstate 
and Defense Highways, whether toll or free, the construction of 
which has been completed subsequent to August 2, 1947, or which is 
either in actual use or under construction by contract, for completion, 
awarded not later than June 30, 1957, and which meets the standards 
required for the Interstate System. For that purpose, the Secretary 
of Commerce was directed by the provisions of section 114 of the 
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Federal Aid Highway Act of 1956 (70 Stat. 374) to determine which 
highways might be eligible for sede V sree for such reimbursement, 
their cost, and depreciation. 

On January 7, 1958, the Secretary of Commerce submitted to the 
Congress the report required by section 114, which has been printed 
as House Document No. 301 of the 85th Congress, 2d session. This 
report shows that of the 38,548 miles of »pproved detailed locations 
on the Interstate System as of September 1957, 10,859 miles, or 28 per- 
cent, met the criteria for consideration for reimbursement. In this 
mileage were included 1,950 miles of toll roads in 26 States and 
8,909 miles of free roads in 47 States. Only 1,955 miles of the 10,859- 
mile total were fully completed. The total cost of the highways 
eligible for consideration for reimbursement amounted to $6.09 
billion, of which $2.59 billion was for toll roads and $3.50 billion for 
free roads. This total cost of $6.09 billion includes $1.129 billion of 
Federal aid funds expended in the construction of these highways. 
The committee was informed that after deducting these Federal-aid 
funds and the computed depreciation cf these highways that the re- 
maining cost to the States that might be considered by the Congress 
for some measure of reimbursement amounts to $4.83 billion, of which 
$2.52 billion are for toll roads and $2.31 billion for free roads 

The report on the study contained only factual information and 
included no recommendations, formula, or possible methods of making 
such reimbursement, as the provisions of section 114 left the time, 
method, and amounts of any reimbursement, to be determined by the 
Congress following the submission of the studv by the Secretary of 


Commerce, made in cooperation with the State highway departments 
and other interested agencies, 


HEARING 
The Under Secretary of Commerce for Transportation and the 
Federal Highway Administrator testified on August 15, 1958, at a 
hearing held by the Subcommittee on Public Roads on House Joint 
Resolution 654. These officials stated their desires to cooperate 
completely with the Congress at all times in furnishing desired infor- 
mation to committees or to Members of Congress, and would assist 
in an attempt to devise methods or formulas, or for drafting legislation 
providing for equitable reimbursement to the States for toll and free 
highways, with the understanding that such act did not constitute a 
commitment to support any draft legislation or possible formulas 
which might be prepared in response to a request by the Congress or 
a committee. 

DISCUSSION 


House Joint Resolution 654 would require the Secretary of Com- 
merce to furnish further assistance and information to Congress, in 
the form of suggested legislation, for use in making its determination 
of whether - not reimbursement should be made to the States by 
the Federal Government for any portion of a toll or free highway 
located on the National System of Interstate and Defense Highways, 
which meets the required standards of such system, and constructed 
since August 2, 1947, or has been in actual use or under construction 
by contract, for completion, awarded not later than June 30. 1957. 
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The committee recognizes the previously declared congressional 
intent and the prerogative and responsibility of the legislative branch 
to determine whether or not, and in what manner, reimbursement 
should be made to the States. Under the provisions of House Joint 
Resolution 654, it is the desire of the committee that the Secretary 
of Commerce furnish the Congress the necessary technical information 
and assistance, with suggested legislation, and possible formulas for 
making an equitable reimbursement to the States, without necessarily 
stating any position for or against the general matter of reimburse- 
ment. The matter of acceptance or rejection of any method or for- 
mula suggested would be a matter for consideration of the committee 
and the Congress. 

The committee was vitally concerned about the estimated cost of 
reimbursement to the States at the computed depreciation of the 
eligible highways and the deduction of the Federal-aid funds, there 
would still be a remaining cost of $4.83 billion representing the value 
of these bighways in the Interstate System, which would increase the 
cost of completing such system by that amount. Immediate reim- 
bursement would require about 2 years of the presently authorized 
apportionments for the Interstate System. 

The committee does not want to impede, stop, or interfere in any 
way with the construction of and financing the Interstate System, but 
does believe it advisable to have various plans and studies of methods 
of reimbursement available. 

The committee recommends enactment of House Joint Resolution 
654, and in doing so does not believe that it establishes an unfavorable 
precedent, but that in the matter of reimbursement policies which 
are of vital importance to many States, highly valuable information 
can be obtained through the fine cooperation always displayed bv the 
Secretary of Commerce and the Bureau of Public Roads in furnishing 
desired information to the Congress. 


O 
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85TH CONGRESS SENATE REPORT 
2d Session No. 2481 


AMENDING THE LONGSHOREMEN’S AND HARBOR WORKERS’ 
COMPENSATION ACT, WITH RESPECT TO PAYMENT OF COM- 
PENSATION WHERE THIRD PERSON IS LIABLE 


Auaust 19, 1958.—Ordered to be printed 


KeNNEDY,. from the Committee on Labor and Public We far QOny 
submitted the following 


REPORT 


[To accompany H. R. 12728] 


Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 12728) to amend the Longshoremen’s and Harbor 
Workers’ Compensation Act, with respect to the payment of compen- 


sation in cases Where third persons are liable, having considered the 
same, report favorably thereon with an amendinent and recommend 
that the bill as amended do pass. 

The amendment strikes all of the text after the enacting clause and 
substitutes in lieu thereof a substitute which appears in the reported 
bill in italie ivpe 

BACKGROUND OF THE BILL 


Like other workmen’s compensation laws the Longshoremen’s and 
Harbor ae Compensation Act involves a relinquishment of 
certain legal rights by employees in return for a similar surrender of 
rights by ‘employe rs. Employees are assured hospital and medical 
care and subsistence during convalescence. Employers are assured 
that regardless of fault their lability to an injured workman is limited 
under the act. In some instances injury to an employee is caused by 
a third party. When such a situation develops, section 33 of the act 
reserves to the employee the right to seek damages against the third 
party. 

Section 5 of the Longshoremen’s Act makes the statutory lability 
of an employer the exclusive liability for injury to an employee arising 
out of employment. This section also reserves to the employee the 
right to recover damages against third parties causing injury. 

However, in exercising his right to sue a third party for damages 
under section 33 of existing law, the emplovee must choose whether to 
collect the compensation to which he is entitled or to pursue the third 
party suit. He may not pursue both courses. 
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= 


Existing law works a hardship on an emplovee by in effect forcing 
him to take compensation under the act because of the risks involved 
in pursuing a lawsuit against a third snl His compensation under 
the act is certain but his chances of winning a third party liability 
suit are uncertain. In some cases this situation has been exploited 


by unscrupulous persons who in effect purchase the claim of the 
employee and support him and his family during the course of the 
lawsuit. 

PURPOSE OF THE BILL 


The bill as amended by the committee would revise section 33 of 
the act completely so as to permit an employee to bring a third 
party liability suit without forfeiting his right to compensation under 
the act. The principle und “page i this measure has been adopted by 
many States. As embodied in the committee amendment, the princi- 
ple would be applied with due recognition of the equities and rights of 
all who are involved. 

Although an employee could receive compensation under the act 
and for the same injury recover damages in a third party suit, he 
would not be entitled to double compensation. The bill, as amended, 
provides that the net amount recovered from a third person would 
be credited against the employers liability after certain deductions 
from the gross amount recovered. If the beneficiary makes the re- 
covery he would be entitled to receive one-third of the recovery after 
deducting expenses, including attorney’s fees. The remainder would 
be used to reimburse the employer for compensation and other bene- 
fits paid and as a credit against future compensation. If the employer 
made the recovery he would retain one-fifth of the net proceeds plus 
a sum equal to the benefits he had paid. The remainder would to to 
the employee and be credited against the employer’s future liability. 

The bill as amended by the committee carefully balances the equi- 
ties involved and affords ample protection to both employer (carrier) 
and employee. 

The principle embodied in the bill is supported by both labor and 
management in industries affected. The purpose of the bill as well as 
the committee amendment have puis the endorsement of the 
Department of Labor. The bill, as amended, was reported unani- 
mously by the Committee on aller and Public Welfare. 

A report from the Department of Labor follows: 


DrPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Wash ington, August 8, 1958. 
Hon. Lister Hi, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Hin: This is in further reply to your request for 
an expression of this Departme nt’s views on H. R. 12728, a bill to 
amend the Longshoremen’s and Harbor Workers’ Compensation Act, 
with respect to the payment of compensation in cases where third 
persons are liable. 

This bill would amend section 33 of the act, which describes the 
relative rights of employers and employees under the act when a 
third party is responsible for an injury which is also compensable 


DEPOSITED BY THE 
UNUEO STATES OF AMERICA 


LONGSHOREMEN’S AND HARBOR WORKERS’ COMPENSATION ACT 3 


under the act. The primary purpose of the bill apparently is to elim- 
inate the present requireme nt of an immediate election either to take 
benefits under the act or to pursue a remedy against the third party. 
Under certain circumstances, it would permit acceptance of compensa- 
tion benefits and an action by the employee or his representative 
against the third party. On the other hand, if compensation were 
accepted without instituting an action against the third party within 
the period —— in the bill, the cause of action would be assigned to 
the carrier after it had given the required notice. Two-thirds of any 
amount recovere d by the carrier in excess of its ¢ ompensation liability, 

after the deduction of reasonable expenses, would be payable to the 
employee or his eligible survivors. 

In general, the bill appears to follow the pattern of the New York 
workmen’s compensation law and would make significant changes 
with respect to the rights and liabilities of the parties in interest. 
This Department would not object in principle to what seems to be 
the primary purpose of the bill. However, a number of factors 
should be considered if further action on it is contemplated. These 
are described in the enclosed analysis. 

Time has not permitted us to determine the views of the Bureau of 

e Budget on this proposed legislation. 

Sincerely yours, 
James T. O’CONNELL, 
Under Secretary of Labor. 


(SOMMENTS OF THE DEPARTMENT OF LABOR ON H. R. 
s Britt To AMEND THE LONGSHOREMEN’S AND HARBOR 
WorkERS’ COMPENSATION Act, With RESPECT TO THE 
PAYMENT OF COMPENSATION IN Cases WHERE THrIRD 
PERSONS ARE LIABLE 


TERMINOLOGY 


The bill refers to “eligible survivors” rather than to the 
“person entitled to compensation,” the term used in section 
33 of the present act. 

In addition, the bill would assign any cause of action 
against a third person to the “carrier” rather than to the 
“employer.” ‘The action should be assigned to the employer 
rather than the carrier, and the carrier might be overtly 
subrogated to the employer’s rights when the carrier has 
assumed payment of compensation liability. By speaking 
of assignment of the cause of action to the carrier, the bill 
might be regarded as precluding an assignment to a self- 
insured employer, However, the report on the bill by the 
Committee on Education and Labor of the House of Repre- 
sentatives (Rept. No. 2286, 85th Cong., 2d sess.) indicates 
that the assignment of the cause of action is to be to the 
employer or his insurance carrier. This is, of course, a vari- 
ance between = two which would invite litigation. Since 
the employer is primarily liable for payment of workmen’s 
compensation ae all lis ibility in th eact is e xpre ‘ssed in terms 
of “employer,” H. R. 12728 should clearly provide for an 
assignment of any cause of action against a third party to the 
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employer, with the insurance carrier subrogated to the em- 
ployer’s rights under the proper circumstances. The carrier’s 
right to subrogation, and not assignment, is presently recog- 
nized under the act in section 33. No reasonable basis 
appears for modifying the respective rights and liabilities of 
the carrier and the mployer. 


‘HT TO EXPENSES IN RECOVERIES AGAINST THIRD PERSONS 
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Section 33 (h) provides that if the employer were insured and the 
carrier had assumed or paid the liability, the carrier would be subro- 
gated to all the rights of the employer and any reference to the em- 
ployer in the section would include the insurance carrier. 

Section 33 (i) provides that compensation or benefits under this act 
shall be the exclusive remedy to an employee when he is injured, or to 
his eligible survivors or legal representatives if he is killed, by the 
negligence or wrong of another in the same employ. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in aaa no change is proposed is shown in roman) : 

SECTION 33 OF LONGSHOREMEN’S AND Harsor WorkgErs’ 
COMPENSATION AcT, AS AMENDED (44 Stat. 1440) 


[COMPENSATION FOR INJURIES WHERE THIRD PERSONS ARE LIABLE 


[Sec. 33. (a) If on account of a disability or death for which com- 
pensation is payable under this Act the person entitled to such com- 
pensation determines that some person other than the employer is 
liable in damages, he may elect, by giving notice to the deputy 
commissioner in such manner as the commission ' may provide, to 
receive such compensation or to recover damages against such third 
person. 

[(b) Acceptance of such compensation under an award in a com- 
pensation order filed by the deputy commissioner shall operate as an 
assignment to the employer of all right of the person entitled to 
compensation to recover damages against such third person. 

[(c) The payment of such compensation into the fund established 
in section 44 shall operate as an assignment to the employer of all 
right of the legal representative of the deceased (hereinafter referred 
to as “representative’’) to recover damages against such third person, 
whether or not the representative has notified the deputy commissioner 
of his election. 

[(d) Such employer on account of such assignment may either 
institute proceedings for the recovery of such damages or may com- 
promise with such third person either without or after instituting 
such proceeding. 

[(e) Any amount recovered by such employer on account of such 
assignment, whether or not as the result of a compromise, shall be 
distributed as follows: 

[(1) The employer shall retain an amount equal to 

[(A) the expenses incurred by him in respect to such proceedings 
or compromise (including a reasonable attorney’s fee as determined 
by the deputy commissioner) ; 

[(B) the cost of all benefits actually furnished by him to the 
employe» under section 7; 

= all amounts paid as compensation; 
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[(D) the present value of all amounts thereafter payable as com- 
pensation, such present value to be computed in accordance with a 
schedule prepared by the commission, and the present value of the 
cost of all benefits thereafter to be furnished under section 7, to be 
estimated by the deputy commissioner, and the amounts so computed 
and estimated to be retained by the employer as a trust fund to pay 
such compensation and the cost of such benefits as they become due, 
and to pay any sum finally remaining in excess thereof to the person 
entitled to compensation or to the representative; and 

[(2) The employer shall pay any excess to the person entitled to 
compensation or to the representative. 

[(f) If the person entitled to compensation or the representative 
elects to cover damages against such third person and notifies the 
commission ot his election and institutes proceedings within the 
period prescribed in section 13, the employer shall be required to pay 
as compensation under this Act a sum equal to the excess of the 
amount which the commission determines is payable on account of 
such injury or death over the amount recovered against such third 
person. 

[(z) If a compromise with such third person is made by the 
person entitled to compensation or such representative of an amount 
less than the compensation to which such person or representative 
would be entitled to under this Act, the employer sball be liable for 
compensation as determined in subdivision (e) only if such com- 
promise is made with his written approval. 

[(h) The deputy commissioner may, if the person entitled to com- 
pensation under this Act is a minor, make any election required 
under subdivision (a) of this section, or may authorize the parent 
or guardian of the minor to make such election. 

[(:) Where the employer is insured and the insurance carrier has 
assumed the payment of the compensation, the insurance carrier shall 
be subrogated to all the rights of the employer under this section. ] 

Sec. 33. (a) The right to compensation and to other benefits under this 
Act whether for disability or death shall not be affected by the fact that 
the injury or death was caused under circumstances creating a legal 
liability in some person other than the employer or someone not in the 
same employ to pay damages therefor, such person hereinafter being re- 


ferred to as the “third party”. The payment or furnishing of benefits 


and the respective rights and interests of the beneficiary under this Act 
and of the employer or carrier, in respect of the cause of action and the 
damages recovered, shall be as provided for by this section. 

(b) A beneficiary under this Act in disability and death cases, or the 
legal representative of a de ceased employee in a death case in which 
there ws no be neficiary entitled to death be nefits and in wh ich an obligation 
exists upon the employer to make payment into the special fund estab- 
lished under section 44, shall have the right to proceed to settle or to enforee 
the liability of the third party by appropriate proceedings, provided that 
proceedings are instituted not later than six months after the date the 
CAUSE of action GAcCcrues, unte SS otherwise provided nN this section. If the 
employer or carrier prior to the expiration of the six months’ period re- 


ferred to shall have accepted liability for the payment of benefits or for 


the special fund payment, and shall have made payment under an award 
made pursuant to this Act, and the beneficiary or such legal representative 
shall not have settled with the third party or instituted proceedings urthin 
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shall be paid forthwith to the beneficiary or, if deceased, to his estate, 
unless the deputy commissioner shall require the employer to establish 
a trust fund consisting of such balance or any part thereof deemed neces- 
sary to defray the cost of future benefits for the same injury or death, any 
remaining balance to be paid to the employee or to his estate. 

(f) No settlement or compromise of a claim against a third party shalt 
be made either before or afte r institution of procee dings without the written 
consent of the beneficiary (if the claim is prosecuted by the employer) or 
without the written consent of the employer (if the claim is prosecuted by 
the beneficiary). If settlement is made without such written consent and 


y ao sl } . . , . . : 
objection to the settlement 1s made in writing to tire de puty COMMAUSSIONET, 


the deputy commissioner shall determine whether the amount agreed upon 


leme ith the third party is reasonable, considering all facts and 
circumstances in the case. Upon finding that such amount is reasonable, 
i} amount recovered shall be di S Pose d of and credited as provided wn 
h ction é). [if fou nid not re asonable . the de puty commissioner shall 
l¢ ne wmhakt ar U7 t of se ti] ment would han bee TL Te asonable unde r 
the eireumstances and shall compute the allowanees and credits on the 
: ce} amount, mn the manner provide d in subsection (é), and 
CULsie é€ 0e) ficiary or the employe r shall have an action as for de bt 
ag f f for any inpaid residual net amou nts found duc by 
the deputy e missioner after computation under subsection (e). 
ly any p C4 ng aga nt ad th ira par ty. whethe brought by the 
h ( / /. p. - Fe ( ] [ Ue 7 Or €ar?7 u ri. oF by a Li gal Ve prese niatrve ‘ 
next of k / , any part 4 to the Procee dings unde } th LS 4 ict having 
a claim against the proces ls or amount recoverable from the third party 
hal have a / against the amount recovered to the extent Oy his claim. 
Such | / all be cla me d by filing a notice in s ich Proceée ding and by 
yy upon the parties to the court procee dings. 
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? von or furnished benefits under this Act shall be subrogated 

try all the ghts of the en ploye r under this section. 4 iny reference in this 

echion, to the ¢ mploye 7 shall f ir the pur poses of th is S¢ ction be deemed to 
cluded the nsurance carrie? 


The j Lah to 707 pe nesation. or he nefits unde r this Act, shall be the 
CLUSIVE Tell edy to an en ploye ¢ when he LS injured or to his eligible 


rm vors or ti gal repre entatives uf he is killed. by the neglige nce or wrong 
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LAKE MICHIGAN WATER DIVERSION 


Avausr 20, 1958.—Ordered to be printed 


Mr. Kprr (for Mr. Cuavez), from the Committee on Public ene 
submitted the following 


REPORT 


together with 


M 
INDIVIDUAL AND SEPARATE VIEWS READING Room 


[To accompany H. R. 2] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 2) to authorize the State of Illinois and the Metropolitan 
Sanitary District of Greater Chicago, under the direction of the 
Secretary of the Army, to test, on a 3-year basis, the effect of in- 
creasing the diversion of water from Lake Michigan into the Illinois 
Waterway, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of H. R. 2 is to authorize the State of Illinois and the 
Metropolitan Sanitary District of Greater Chicago, under the super- 
vision and direction of the Secretary of the Army, to test, on a 3- -year 
basis, the effect of increasing the diversion of water from Lake Michi- 
gan into the Illinois Waterway. It further provides that the Secretary 
of the Army shall study the effects of the increased diversion so 
authorized and shall report, with recommendations, to the Congress 
the results of such study on or before January 31, 1961. 


H BrARINGS 


The conmnittee held hearings during the 83d and 84th Congresses 
and again on July 28 and 29 and August 7, 1958, on legislation provid- 
ing for diversion of water from Lake Michigan. ‘Testimony was 
received from Members of Congress, representatives of the Corps of 
Engineers, the Sanitary District of Chicago, State officials, city 
officials, port representatives, associations of commerce and industry, 
and private property owners. 


20006—58——1 
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DESCRIPTION AND HISTORY 


The Illinois River and connecting channels, including the Chicago 
Drainage Canal, constitute the Illinois Waterway which is under 
Federal improvement by the construction of locks and dams, supple- 
mented by dredging, to provide a 9-foot channel between the Missis- 
sippl River and the head of the Federal project for lake-boat naviga- 
tion on the Chicago River. The diversion of water from Lake 
Michigan and its drainage basin through the Chicago Canal reached 
magnitudes of slightly over 10,000 cubic feet per second in 1928. 
However, a decree of the United States Supreme Court, issued April 
21, 1930, provided that on and after December 31, 1938, the diversion 
would be limited to 1,500 cubic feet per second in addition to domestic 
pumpage of the city of Chicago. The River and Harbor Act of July 
3, 1930, authorized improvement of the Illinois Waterway and pro- 
vided that the water authorized to be diverted by the decree of the 
Supreme Court “is hereby authorized to be used for the navigation 
of said waterway.”’ 

The act provided further that, as soon as practicable after comple- 
tion of the waterway, the Secretary of the Army was to report to the 
Congress— 

The minimum amount of flow that will be required an- 
nually to meet the needs of such waterway and that will not 
substantially injure the existing navigation on the Great 
Lakes to the end that Congress may take such action as it 
may deem desirable. 

House Document 184, 73d Congress, contains the report called for 
by the act of July 3, 1930, with these findings, among others: 


* * * aside from sanitary requirements, the minimum 
average flow from Lake Michigan required to meet the 
needs of a commercially useful waterway in the Illinois 
River is a direct diversion of 1,500 cubic feet per second in 
addition to domestic pumpage by the city of Chicago. It 
does not appear possible to arrive at a conclusive determina- 
tion whether this flow will afford suitable sanitary conditions 
on the waterway after the sewage purification plants at 
Chicago have been completed and placed in operation. 


That report was submitted to the Congress on December 7, 1933. 
Commerce on the | Illinois Waterway, which amounted to about 
200,000 tons in 1933, has increased to over 21 million tons in 1955. 

The annual qverene diversion rate of 1,500 cubic feet per second, 
specified for the period since December 31, 1938, has not been exceeded 
except during 3 years—1940, 1942, and 1944—when the average 
rates were, respectively, 1,681, 1,528, and 1,531 cubic feet per second. 
In 1940, the Supreme Court authorized av additional diversion for 10 
days in the interest of pollution abatement. In 1942 and 1944, addi- 
tional amounts were permitted as war emergency measures in the 


interest of navigation. 

A letter, dated December 17, 1956, trom the clerk of the Supreme 
Court of the United States to the Chief of Engineers, United States 
Army, enclosed a copy of an order entered by the Court on that date 





DEPOSITED BY ;HeE 
E 
MINITED STATES OF 


AMERICA 
LAKE MICHIGAN WATER DIVERSION 3 
temporarily modifying the Court’s decree of April 21, 1930. The 


Court’s order of December 17, 1956, is quoted below: 


Per curiam: In view of the emergency in navigation caused 
by low water in the Mississippi River, paragraph 3 of the 
decree in these causes issued on April 21, 1930, is tempo- 
rarily modified to permit the diversion to and including the 
31st day of January 1937, from the Great Lakes-St. Law- 
rence system into the Illinois Waterway and the Mississippi 
tiver, of such amount of water not exceeding an average of 
8,500 cubic feet a second, in addition to domestic pumpage, 
as the Corps of Engineers, United States Army, shall deter- 
mine will be useful in alleviating the emergency with respect 
to navigation currently existing without seriously interfering 
with navigation on the Illinois Waterway, at such times and 
in such amounts as the Corps of Engineers shall direct. 
The entry of this order shall not pre judie e the legal rights of 
any of the parties to these causes with respect to any other 
diversion of the waters involved. After January 31, 1957, all 
provisions of the decree entered on April 21, 1930, shall re- 
main in full force and effect until further order of this Court. 
Whereas an order temporarily modifying the decree in these 
cases has this day been made because of an existing emer- 
gency, and whereas other prompt action to relieve the emer- 
gency may be required during the modification period in fur- 
therance of the order, 
It is ordered that all such matters be referred to Mr. 
Justice Burton, circuit justice for the seventh circuit, with 
power to act. 


From December 17 to December 23, 1956, the diversion exclusive of 
domestic pumpage was increased gradually to a daily average rate of 
about 7,000 cubic feet per second. From December 17, 1956, to 
January 11, 1957, the diversion was at an average rate of about 7,500 
cubic feet per second and domestic pumpage was at an average rate of 
1,660 cubic feet per second. The increased diversion resulted in a 
lowering of the levels of Lakes Michigan and Huron by about 0.01 
foot on January 11, 1957. 

On January 28, 1957, the Court further extended the modified 
temporary diversion authorized on December 17, 1956, to February 
28, 1957. No further extension was requested since extreme low 
water stages had been sufficiently bettered by that time. 

In December 1957 the Lake States (Wisconsin, Minnesota, Ohio, 
Pennsylvania, Michigan, and New York) filed a motion in the United 
States Supreme Court asking for modification of the decree of April 
21, 1930, so as to require the Metropolitan Sanitary District of 
Greater Chicago to return to Lake Michigan the water taken there- 
from as domestic pumpage, or, in the alternative, for appointment 
of and reference to a special master. On March 3, 1958 the Supreme 
Court entered the following order in this cause: 

The application and motion herein are denied, with leave 
to renew the application and motion with allegations made 
more definite and certain as a basis for the relief sought 
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TESTIMONY AND VIEWS 


Representatives of the Metropolitan Sanitary District of Greater 
Chicago testified that, since 1950, the sanitary district has given 
complete treatment to all of its sewage, except the storm flow during 
major rains. They stated that the highest degree of sewage treat- 
ment, on an annual average basis, which can be expected from the 
sanitary districts plants, or from any plant is 90 percent. They 
pointed out that the population of the sanitary district (1955) was 
4,500,000, and industrial wastes were equivalent to the sewage of 
3,800,000 people, a total of 8,300,000. They stated that with 90 
percent removal of biochemical oxygen demand, there still remains 

) percent, equivalent to the sewa: ve of 830,000 peo] ple. They stated 
further that the presently authorized diversion of 1,500 cubic feet 
per second, on an average annual basis, provides a dilution ratio for 
the equivalent of the sewage of 830,000 people of 1.8 cubic feet per 
second per 1,000 people, or only about half of the dilution ratio 
specif fied in the Sanit: iy District Act, and is not enough to prevent 
nuisance conditions in the stream. The representatives of the sani- 
tary district also referred to the fact that with 90 percent removal of 
sewage soils, there still remains, in the treated sewage, large amounts 
of solids which not only create a nuisance but in time may cause actual 
obstructions. 

The Bureau of the Budget, in commenting on H. R. 2 and S. 1123, 
advised the chairman of the Senate Committee on Public Works, by 
letter dated July 2, 1958, that they would not object to legislation 
which would limit the actual additional diversions to 1 year and 
provide for equal sharing of cost of study by the sanitary district and 
the Federal Government. 

The Bureau of the Budget suggested that Congress may wish to 
consider authorizing a study by the Department of Health, Education, 
and Welfare of the benefits of attacking the sanitary problem through 
additional treatment measures or by dilution through the increase in 
diversion. They point out that legislation need authorize an addi- 
tional diversion of 1,000 cubic feet per second for 1 year since a year 
should be devoted to a —s definite study of sanitary conditions. 

The See retary of oer Education, and Welfare was requested by 
Congressman Thomas J. O’Brien, Illinois, in a letter dated April 22, 
1958, to furnish a definite statement rors the purpose and 
manner of conducting investigations relative to H. R. 2. On May 
14, 1958, Mr. E. L. Richardson, Act ting Secretary of the Department 
of Health, Education, and Welfare transmitted to Congressman 
O’Brien a memorandum indicating the manner in which their Depart- 
ment would conduct the tests if H. R. 2 were enacted into law and 
briefly is as follows: 

First phase: a 6-month period of study to develop plans, ete. (no 
increased diversion 

Second phase: a 12-month period of the stream survey to establish 
existing conditions (no increased diversion). 

Third phase: a 12-month study under conditions of the increased 
diversion (annual average increase of 1,000 cubic feet per second 
diversion for 1 year). 

Fourth phase: 6 months required to prepare the final report to the 
Congress (no increased diversion). 
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During the hearings before the Subcommittee on Flood Control- 
Rivers and Harbors of the Senate Committee on Public Works, on 
July 28, 1958, the Metropolitan Sanitary District of Greater Chicago 
stated, in referring to the above sche dule for study: 


The Metropolitan Sanitary District of Greater Chicago offi- 
cially accepts and agrees with this proposed method of testing 
and considers that the testing and the labor report to be made 
on the actual noes of the Illinois Waterway are the respon- 
sibility of the United States Army Engineers and the Depart- 
ment of Health, Education, and Welfare (Public Health 
Service) and is so contemplated by the present provisions of 


R. 2 and S. 1123. 


Opponents of the diversion discussed the possible adverse effect on 
lake shipping, especially since the lakes have shown a decline in levels 
since 1952 and that this decline has already increased considerably 


the cost of the dredging the connecting channels of the Great Lakes 


and St. Lawrence sea Vay. The opponents discussed the fact that the 
St. Lawrence project has been built and that the Miagara project is 
beng built, anc tha there Wort ld be ls irgre losses } of power revenues 


from decreases in hydroelectric power if the diversion is carried out. 
The opponents contended that by unilaterally authorizing the diver- 
sion, Lhe [ nied States would abrogate the 1906 Boundary Water 
Treaty and would winkate at least the spirit of the 1950 treaty with 
Canada under which the United States and Canadian Niagara proje ts 
are built. 

During the hearings on August 7, 1958, before the Subcommittee 

Rivers and Harbors and Iiood Control of the Senate Committee 
on Public Works, a letier relating to the Candian views on the diver- 
sion was entered into the record. The letter introduced was as follows: 


Avaust 1, 1958. 
Congressman Sipnry R. Yarss. 

Dear Mr. Yates: This is in reply to vour inquiry regarding the 
Canadian position on the proposed Chicago diversion project. The 
State Department understands that the Canadian Government has 
no objection to a 1-year temporary diversion of an additional 1,000 
cubic feet of water per second from the Great Lakes system at Chicago. 

Sincere ly yours, 
Witiiam B. Macomser, Jr., 
Assistant Secretary, 
Department of State. 


REPORT OF THE Corps OF ENGINEERS AND PowbR AUTHORITY OF THE 
STatTE OF New York on Errect oF INCREASED DIVERSION 


L special report of the Corps of Engineers dated January 29, 1957 
(printed as 5. Doc. 28, 85th Cong.), was made at the request of the 
Director of the Bureau of the Budget to meet a need for information 
on this subject ¥ pointed out in the President’s memorandum of 
disapproval of H. R. 3210, 84th Congress, a bill to authorize a 3-year 
test increase of eo cubic feet per second in the diversion from Lake 
Michigan at Chicago. It found, in general, that an increase in the 
diversion from Lake Michigan at Chicago would affect the levels and 
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outflows of Lakes Michigan, Huron, Erie, and Ontario and the 
St. Lawrence River, all of which are downstream, and would not affect 
the levels or outflows of Lake Superior, which is upstream from the 
diversion. A temporary increase in the diversion of 1,000 cubic feet 
per second for 3 years would have temporary effects that would reach 
a maximum in about 3 to 3% years and then gradually diminish 
and disappear about 15 years after the temporary diversion was 
discontinued. 

The computed effects of a temporary diversion in terms of lowering 
of mean stages and reduction in average outflows are as follows: 
Maximum temporary effects of a 3-year diversion of 1,000 cubic feet per second. 


Lakes Michigan and Lake Erie Lake Ontario 
Huron | | 
Time required to reach maxi- | 36 months-- : | 39 months... 42 months. 
mum effect | 

Lowering effect on lake levels !_.| 0.05 foot (or 38 inch).._| 0.03 foot (or 36 inch)-.-| 0.03 foot (or 36 inch). 

Reduction in outflow !__.......-| 625 cubic feet per 585 cubic feet per 570 cubic feet per 
second. second second 

These maximum temporary effects would diminish gradually and would disappear approximately 15 


years after the temporary diversion was discontinued. 


The report of the Corps of Engineers found that the estimated 
reduction in generation of hydroelectric energy that would result 
from a 3-year increase in the diversion at Chicago would fall between 
a minimum of 188 million kilowatt-hours and a maximum of 443 
million kilowatt-hours depending on when the diversions were started 
and when proposed additional hydroelectric plants are put into 
operation. 

The 188 million kilowatt-hours of loss assumes a loss of 72.8 million 
kilowatt-hours to the United States and 115.2 million loss to Canada 
at the Barnhart Island powerhouse and at the existing Cedars plant 
in the Soulanges section. It has also assumed that the diversion at 
Chicago in the amount of 1,000 cubic feet per second would start in 
July 1957 and that the St. Lawrence project would be able to use all 
available power by October 1, 1959. 

The maximum loss of 443 million kilowatt-hours resulted through 
assuming that in addition to the Barnhart Island powerhouse and the 
existing Cedars plant in the Soulanges section there would be included 
the Beauharnois plant and the installation of the Lachine Rapids 
plant. The estimated loss to the United States would therefore 
amount to 72.8 million kilowatt-hours and to Canada it would amount 
to 192.3 million kilowatt-hours in the St. Lawrence plants. The 
maximum loss also includes estimated losses at Niagara of 178 million 
kilowatt-hours with the United States losses being 75.9 million 
kilowatt-hours and the Canadian losses being 102.1 million kilowatt- 
hours. The estimated losses at Niagara were based on the assumption 
that the diversion at Chicago in the amount of 1,000 cubic feet per 
second would start in July 1957 and that additional plants would be 
constructed and in operation by July 1962. 

The losses of power at Niagara were predicated on the calculations 
that the average flow of the Niagara River for the period 1860-1954 
would vary from a low of 193,000 cubic feet per second in March to 
a high of 215,000 cubic feet per second in June and that of these 
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amounts the United States share would vary from a low of 58,900 
cubic feet per second in April to a high of 72,000 cubic feet per second 
in November. The calculations also assumed that the United States 
would not have sufficient plant capacity installed until August 1963 
to utilize the full amount of water allowed for diversion. The calcula- 
tions assumed that Canada would be entitled to a low of 63,900 
cubic feet per second in April to a high of 77,000 cubic feet per sec ond 
in November. The additional amount received by Canada is predi- 
cated on that country being entitled to 5,000 cubic feet per second 
more than the United States because of that amount of water originat- 
ing from the Long Lac-Ogoki diversion. The calculations indicated 
that the Canadian plants at Niagara having a total installed capacity 
of 104,800 cubic feet per second would be affected in September 1962 
by a diversion of 1,000 cubic feet per second at Chicago starting in 
July 1957. 

The loss of electrical energy is a small fraction of 1 percent of the 
total energy production at the plants affected. Excluding the possible 
reduction at existing and proposed plants on the St. ‘Lawrence in 
Quebec for which data for evaluation are not available, the estimated 

value of the maximum possible reduction at plants in New York and 
Ontario, representing 72 percent of the total involved, would be 
$918,000 over the entire period that the increased 3-year diversion 
would have any effect. The total value of the minimum reduction 
if scheduled new capacity is not added during this period would be 
$408,000. Diane this period the ine ‘eased flow in the Illinois 
Waterway would permit an increase in generation at the existing 
Lockport plant of 70.4 million kilowatt-hours, an offset of about 16 
percent of the estimated maximum reduction in generation on the 
Niagara and St. Lawrence. ‘This increase would have a total value 
of about $202,000. The temporary diversions waa affect the de- 
pendable capacity of the hydroelectric plants, causing theoretical 
reductions of 2,750 kilowatts at plants in New ey 2,600 kilowatts 
in Ontario, and 5,000 kilowatts in Quebec, and a theoretical increase 
of 2,700 kilowatts at Lockport on the Illinois Waterway, but these 
changes are small in relation to the capacity of the power systems 
involved and would be of such temporary character that assignment 
of any value to them is not warranted. 

With respect to lake levels, the Corps of Engineers stated that the 
lowering of lake levels of from three-eighths to five-eighths of an inch 
that would result from the 3-year diversion would tend to be bene- 
ficial in lessening possible damage to shore property during storms and 
high lake stages but the lowering effect is too small to permit monetary 
evaluation. 

With respect to navigation, the report shows that the temporary 
lowering effects of the 3-vear diversion would tend to adversely affect 
navigation during low lake stages but the effect is so small and of 
such temporary nature that it is impracticable to evaluate it in mone- 
tary terms. 

The Chief of Engineers, in concluding, made no recommendation 
with respect to the advisability of the temporary diversion but merely 
pointed out that if sanitary conditions could be improved thereby, such 
a diversion should be considered in the light of the foregoing factors. 

The Power Authority of the State of New York has pointed out that 
the estimates of power losses as computed by the Corps of Engineers 
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are far too low because the generation at Niagara by the New York 
Power Authority will begin on November 1, 1960, instead of July 1, 
1962; that there will be seven generators in operation at Niagara on 
August 1, 1961, instead of August 1, 1963, and also that the beginning 
of the diversion at Chicago would be September 1, 1958, instead of 
July 1, 1957, all of which would tend to increase the estimated losses. 
The power authority recognizes that the dates and capacities used by 
the Corps of Engineers were predicated on information available when 
they were preparing their report. 

The Power Authority of the State of New York has prepared a 
recent analvsis on the basis of the new dates for starting of diversions 
ind schedules of installations at Niagara and on the St. Lawrence and 


¢ 


las concluded that the loss to the power autnorityv of ener: 


é 
1 : 
ry, capacity, 


and revenues from the temporary 5-vear diversion of 1,000 cubic feet 
per second at ( hy avo would De as follows 
Enerev (1.000 kilowatt-hours 
Niagar: 219, 978 
St. Law1 ( 80, 272 
‘otal 300, 250 
Cost (per 1,000 kilowatt-hours $2. 67 
Revenue loss $801, 667 
Capacity revenue loss 166, 537 
Total revenue loss to auth ritv if ¢ wnada accent lf k 38 1, 268, IDA 


Total revenue loss to authority if Canada does not accept l6loss_ 2, 536, 408 

The North-Central Division of the Corps of Engineers, Chicago, 
Ill., by memorandum of May 1, 1958, discussed the effect on the 
Great Lakes and St. Lawrence River of an increase of 1,000 cubic feet 
per second in the diversion at Chicago for 1 year. In this discussion, 
they assumed that such increase in diversion would commence on 
July 1, 1960. Other assumptions, as to schedules for installation of 
proposed power units, as to the probable operation of plants at Niagara 
and probable lake levels during the period of the effect, have been the 
same as Senate Document 28, 85th Congress, except that energy losses 
were computed only on the basis of ultimate power developments as 
used in Senate Document 28 for both the Niagara and St. Lawrence 
River plants. 

The maximum reductions in outflow and the lowering of lakes are 
as follows: 


Reduction in outflow 28 ibie feet pet 5 cul eet per 223 cubic feet 


» — 1 nol 7 
Maximut ywwerlil ;incn ( l a inct 


Date of effect Jur "1 Jan. 1962 June 19 
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The computed total loss of energy at the Niagara and St. Lawrence 
River plants resulting from an increase of 1,000 cubic feet per second 
in the diversion for 1 year is as follows: 


Total loss of energy in kilowatt-hours 


Plant 
Niagara River: 
United States, Lewiston 45, 877, 000 
Canadian, Sir Adam Beck, Toronto 61, 673, 000 
St. Lawrence River (International Rapids): 
United States, Barnhart 26, 569, 000 
Canadian, Barnhart 26, 569, 000 
St. Lawrence River (Soulanges-Lachine): 
Beauharnois and Cedars 50, 681, 000 
Proposed Lachine £15, 000 
Total 211, 784, 000 


The increase in diversion from Lake Michigan of 1,000 cubic feet 
per second for 1 year would permit a gain in electrical output at Lock- 
port of 23,470,000 kilowatt-hours. 

[In estimating the monetary loss to the Niagara and St. Lawrence 
plants it was assumed that the loss would amount to 160,688,000 
kilowatt-hours, which excludes the Canadian Plants of Soulanges- 
Lachine, and that the value would be 2.87 mills per kilowatt-hour 
or $461,000. The value of the corresponding gain at the Lockport 
plant on the Ilinois Waterway of 23,470,000 kilowatt-hours would 
be about $67,400. 

The effects on navigation of a 1,000 cubic feet per second 1-year 
diversion are small and the division engineer does not consider it to be 
practicable of evaluation. He also considers that the loss of depend- 
able capacity at the Niagara and St. Lawrence plants as well as the 
gain in capacity at the Lockport plant on the Illinois Waterway are 
of such a temporary nature and small magnitude that neither replace- 
ment of the loss in capacity elsewhere, in the cases of the losses, nor 
substitution of the gain in capacity for that which might otherwise 
be constructed, in the case of the gain, would be justified. 


DISCUSSION 


The committee believes it desirable to carry out the 3-year test to 
determine the effect of increasing the diversion of water from Lake 
Michigan into the Illinois Waterway. This will afford an opportunity 
to secure much valuable information on the exact effects of the 
increased diversion through the Illinois Waterway, and to report to 
Congress the results of the study which would recommend the most 
desirable and appropriate means of dealing with the problem of 
pollution control. 

While the legislation, by its express terms, authorizes the diversion 
at a total annual average amount of not. more than 2,500 cubic feet 
per second, which is an increase of 1,000 cubic feet per second over 
that now permitted, for a period of 3 vears beginning on the date of 


S. Rept. 2482, 85-5 
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enactment of this act, it should be noted that all diversion is under 
the complete control of the Secretary of the Army. The committee 
feels that the Secretary of the Army should not permit any additional 
diversion until the Corps of Engineers, working in cooperation with 
the Public Health Service of the Department of Health, Education, 
and Welfare, have made a study of the sanitary conditions without the 
diversion of additional water. Upon the completion of the studies 
without the additional diversion the committee feels that the increased 
diversion in the amount of 1,000 cubic feet per second should be 
permitted for a period not to exceed 12 months. 

The Public Health Service of the Department of Health, Education, 
and Welfare has outlined the studies which they would contemplate 
making under the 3-year diversion authorization which calls for (1) 
a study to develop study plans, (2) a stream survey in the field to 
establish existing conditions, (3) a 12-month study under conditions 
of the increased diversion of 1,000 cubic feet per second, and (4) a 
period of time to prepare the final report to Congress. The Metro- 
politan Sanitary District of Greater Chicago has agreed to the study 
program and the limitation to 12 months of actual increase in diver- 
sion. The Bureau of the Budget in commenting on S. 1123, which is 
similar to H. R. 2, stated that they would have no objection to legis- 
lation " hich would limit the period of additional diversion and provide 
equal sharing of the cost of the study by the sanitary district and the 
KF eder al Government. In addition the committee understands that 
the Canadian Government has no objection to a 1-year temporary 
iverson of an additional 1,000 cubic feet per second of water from 
the Great Lakes system at Chicago. 

In addition to the studies which would be carried out under this 
legislation the committee is of the opinion that research programs 
should be undertaken to solve many of our pollution problems. Such 
research programs should be initiated to solve these pollution prob- 
lems through the development of processes which will result in a 
greater degree of treatment than that which is presently possible unde r 
methods of treatment of sewage generally utilize d. These studies 
should be carried out by the Public Health Service in cooperation with 
other pollution control agencies. 

The committee believes that the health, welfare, and safety of the 
more than 5 million citizens in the vicinity of Chicago deserve every 
consideration in this matter, and that a careful study of their problem 
is justified and accordingly the committee recommends enactment of 
this legislation. The committee is in accord with the agreements 
reached to limit the actual increase in diversion to a 12-month period 
along with associated and related studies 

The comments of the Bureau of the Budget on a similar Senate bill 
follow: 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, 7G _ July 2 D 1958. 


Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. Wash ington, ie bs 
My Dear Air. CuatrMANn: This is in further reply to your request 
for the views of the Bureau of the Budget on S. 1123, a bill to authorize 
the State of Illinois and the Sanitary District of Chicago, under the 
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direction of the Secretary of the Army, to test, on a 3-year basis, the 
effect of increasing the diversion of water from Lake Mic higan into 
the Illinois Waterway, and for other purposes. 

We have previously advised your committee that the Bureau of 
the Budget would recommend that action on this legislation be 
deferred. In our letter we called attention to certain unresolved 
problems and stated that we would comment further at a later date. 
While our questions are not vet fully answered, it is believed that 
some additional comment may be helpful to your committee in your 
further consideration of this legislation. 

[t would appear that there are basically two alternative methods 
of attacking the problem of sanitary conditions in the Illinois Water- 


way. The method contemplated by S. 1123 is dilution by means of 
an ad¢ oe diversion of water from Lake Michigan. The method 
discussed in a report dated April 29, 1957, from the Department of 


Health, E ion ation, and Welfare is additional treatment measures by 
means of chlorination and aeration. Both methods could increase 
the supply of dissolved oxygen in the waterway to the same extent. 

The cost of an additional diversion, the dilution method, has been 
estimated in terms of economic losses to navigation and hvdroe lectric 
power in the report of the Chief of Engineers submitted to the Congress 
on February 13, 1957, and printed as Senate Document No. 28. In 
that report losses to navigation from a permanent diversion of an 
additional 1,000 cubie feet per second were estimated at $240,000 
annually, and losses to hydroelectric power in the United States and 
Ontario were estimated at $708,000 annually. These estimates are 
admittedly conservative since they do not evaluate losses to hydro- 
electric powerplants in Quebee, to Canadian fleet commerce, or to 
future commerce on the Great Lakes resulting from the St. Lawrence 
seaway development. 

The cost of the second method, additional treatment measures by 
the Metropolit: nitary District of Greater Chicago, is estimated in 
the enclosed report ; of the Department of Health, Education, and 
Welfare, dated April 29, 1957, to be between $750,000 and $1,500,000 
annually, with an initial investment in that same range. The esti 
mates of the Metropolitan Sanitary District are not significantly 
different, as indicated in its report of June 21, 1957, a cops of 
is enclosed. This is attested to by a —_ report from the Public 

lealth Service dated July 17, 1957, a copy of which is also enclosed 
Thus, it would appear that the cost of f these two alternative methods 
of improving sanitary conditions in the Illmois Waterway and the 


benefits which would result from them are about equal. It is recog- 
nized that all of the facts about these two alternatives have not yet 
been determined with complete accuracy. For this reason your 


committee may wish to consider legislation authorizing a study by 
the Department of Health, Education, and Welfare in cooperation 
with the Metropolitan Sanitary District of Greater Chicago of the 
benefits from the two alternative methods for improving sanitary 
conditions in the Illmois Waterway and of the costs of additional 
treatment measures. However, it is considered that such legislation 
need authorize an additional diversion of 1,000 cubic feet per second 
for 1 year only since a vear should be devoted to a more definitive study 
of present sanitary conditions in the waterway and up to a year will 
be required to write a report. In addition, because of the purpose 
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and character of the study, it is believed that its cost should be shared 
equally by the sanitary district and the Federal Government. 

The Department of State has now completed discussions with the 
Canadian Government on the proposed increased diversion. No 
formal indication has been received from the Government of Canady 
that there would be any change in its position on this legislation. 
However, it is believed that the more limited authority discussed 
above would be less objectionable to Canada than the proposed 3-year 
diversion. 

In the event that the Congress were to determine that a study of 
this matter is justified, the Bureau of the Budget would not object 
to legislation which would limit the period of an additional diversion 
to 1 year and provide for an equal sharing of the cost of the study by 
the sanitary district and the Federal Government. 


Sincerely yours 


Rocer W. Jongs. Assistant Director. 





INDIVIDUAL CONCURRING VIEWS OF SENATOR 
RICHARD L. NEUBERGER WITH RESPECT TO 
H. R. 2 


At the start of consideration of this proposal, it appeared that its 
enactment into law might have created an unfortunate precedent 
which could have given Canada certain superficial justific ation for 
future diversions in the great Columbia River system of the Pacific 
Northwest. 

Happily, that possibility has been foreclosed with the assurance by 
the State Department that Canada entertains no objection to the 
1-year Lake Michigan diversion on an experimental basis. 

We believe a brief review of the recent history of this proposal and 
the similar proposals for diversions on the upper Columbia and 
Kootenay Rivers in Canada will demonstrate the close relation be- 
tween the two, and indicate why we consider the absence of objection 
by our northern neighbor as an essential element for the enactment 
of this proposal into law. 

In 1954 the 83d Congress passed and sent to the President a similar 
proposal, H. R. 3300, although Canada had expressly objected in 
terms of the second paragraph of article II of the Boundary Waters 
Treaty of 1909, which states: 


[t is understood, however, that neither of the High Con- 
tracting Parties intends by the foregoing provision to sur- 
render any right which it may have, to object LO any inter- 
ference with or diversions of waters on the other side of the 
boundary the effect of which would be producti e of material 
injury to the navigation interests on its own side of the 
boundary. 


rt) 
p’? 


President Eisenhower wisely refused to sign this legislation under 
hese circumstances, giving as one of his resaons the fact that the 
diversions were authorized without reference to negotiations with 
Canada. 

Similarly, referring to H. R. 3210 of the 84th Congress, the Canadian 
Ambassador objected on the grounds that it would be prejudicial to 
the navigation and power interests of both countries; again, in the 
absence of an\ clear contradictory standard of international law, the 
Congress passed the bill, and again the President vetoed the legisla- 
tion after the end of the session. We emphasize the absence at that 
time of any generally known contradictory standard of international 
law, because, as will be shown later, it was the presence of such a 
standard which caused our concern about H. R. 2, when it appeared 
earlier that Canada’s position might be unchanged from 2 years ago. 

Turning for a moment to the similar situation on the ¢ ‘olumbia 
River, it may be recalled that as far back as 1954 the Chairman of the 
Canadian Section of the International Joint Commission, Gen. 
A. G. L. MeNaughton, was recommending that Canada study the 
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feasibility of two diversion projects north of the border in Canada. 
The first one was the diversion of an average of 5,000 cubic feet per 
second across the Canal Flats from the Kootenay into the headwaters 
of the Columbia; this proposal would deprive the United States of the 
use of this water in the 570-foot drop through which it normally falls 
during the swing of the Kootenai (United States spelling) through 
northern Montana and Idaho before returning to Canada to empty 
into the Columbia; and it would render forever impossible the con- 
struction of the great Libby Dam project in northern Montana. 

The second and much more ambitious project urged by General 
MeNaughton was the diversion of some 20,000 cubic feet per second, 
or an annual flow of over 15 million acre-feet, from the upper Columbia 
hrough the Monashee Mountains by tunnel into the headwaters of 
the Fraser River. In this system this great volume of water would 
flow to the Pacific Ocean entirely within Canada, thus depriving the 
United States of its use through the 1,288 feet of vertical head through 
which it would drop in its normal course through this country to 
tidewater at Astoria, Oreg. On May 13, 1955, the Canadian Parlia- 
ment authorized an appropriation of a quarter of a million dollars 
for the study of the Columbia-Fraser diversion scheme, and the 
results of this study are soon to be announced as a part of Canada’s 
report on the Columbia River Basin north of the border. Meanwhile 

can be safely said that General McNaughton has never entertained 
a moment’s doubt of the complete feasibility of the proposal, and as 
recently as 2 weeks ago was publicly urging its undertaking. 

The impact of such a diversion on the future growth of the Pacific 
Northwest would be hard + overestimate; the ee of water pro- 

ed for diversion is equa il to the entire flow of the Colorado River 
at Glens Ferry, and is meeees one-fourth of the total flow 
across the bord er at the upper end of Roosevelt Lake above Grand 
Coulee Dan . its clive rsion Wot uld ae ver prevent the gen ‘ration on 
the Columbia River power system in the United States of some 17 


DOs 


eS ~ : + . +} ; . 
billion kilowatt-hours o} electric energy annually, worth at a reason- 
able 3-mill rate over $50 million a vear, half of whieh might reason- 


ably be expected to accrue to the United States under an agreement 
with Canada The effect which the loss of this power could have on 


the economic development of the Northwest is impossible to estimate 


+ 4 


accuratel but it would be truly immens 


Beeause of the it nportance of this prob lem the Senate Interior Com- 
mittee conducted hearings on it in March and May of Sree. Du ing 
these hearings it was brought out that sire within the Inter- 


national Joint Commission relating to the problem had ré shan a total 
impasse, and on the last day of the hearings it was announced by the 
State Department and the Government of Canada jointly that 
diplomatic-level negotiations on the problem would be inaugurated 1 
the near future. It was hoped that the removal of the issue from the 
he International Joint Commission would result in 
substantial progress toward its solution, but by spring of this year 
none was evident, and the hearings were reopened in April. 

As part of its testimony at these hearings, the State Department 
was requ sted to provide a memorandum of the legal issues which the 
proposed diversions presented. The resulting memorandum sub- 
mitted by the Department documented and formalized for the first 
time the position of the United States on this longstanding legal issue 
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and can modestly be described as noteworthy. In fact, a May 17 
report of a committee of the American Bar Association described it 
as “a milestone in the field of international law.” 

Briefly summarized, the position taken by the State Department in 
this memorandum was that an upstream State proposing a diversion 
of the waters of an international river which would adversely affect a 
downstream State has a duty, under the developing doctrines of 
international law, to give the downstream State an opportunity to 
object, and in the face of such an objection made in good faith has the 
further duty to refrain from making the proposed diversion until an 
agreement or other solution of the problem can be reached. 

Here for the first time was a carefully formulated position on which 
the United States could base its future negotiations relating to the 
Upper Columbia River diversions; on the basis of this exposition 
of international law the State Department could say, in effect, “We 
are more than willing to negotiate a settlement of these disputes, but 
we will not base such negotiations on the diversion proposals, because 
as to them we must exercise our right under international law to 
object.” 

Now, assuming that the position of Canada with respect to the 
Chicago diversion proposal of H. R. 2 remained unchanged since 1954 
and 1956, what would have been the effect of that legislation’s enact- 
ment on our negotiations with Canada concerning the Columbia River? 
Clearly the authorization of an increased diversion in the face of 
Canada’s expressed objections could only have been construed as a 
rejection of the State Department’s own carefully formulated position 
on the law of international waters, and as such it could only have 
seriously undereut the negotiating position of the United States in 
reaching a settlement of Columbia River problems. 

This exact view was expressed by a May 17, 1958, memorandum 
by the committee on uses of international waters to its parent section 
on international and comparative law of the American Bar Association 
in opposition to H. R. 2 when it said: 


The proposed [Chicago diversion] developments would also 
constitute an unfortunate precedent for the United States in 


its negotiations with Canada with regard to the proposal of 
some Canadian interests to divert the waters of the Kootenay 
and Columbia Rivers into the Thompson and Fraser Rivers 
for power development , 


Similarly, in reply to Senator Neuberger’s letter of inquiry of July 24 
the acting legal adviser of the State Department replied on July 
29, 1958, 1n part: 


The proposed legislation authorizing an increased diversion 
from Lake Michigan at Chicago has been opposed by Canada 
on the ground that it may cause injury to Canadian naviga- 
tion and hydroelectric power interests. Canada’s reasons 
for opposing the Chicago diversion bill are thus very similar 
to those of the United States with respect to the Columbia 
River diversion, and it would seem that H. R. 2, if enacted, 
could constitute a precedent to be used by the Canadian in- 
terests in support of their proposals on the Columbia. 
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It seems clear that, had this been the last word on this subject, it 
would have been our duty in the situation described above to oppose 
H. R. 2 in defense of the tremendous interest which the Pacific North- 
west has in an equitable solution of the Columbia River problem; in 
the face of a continued objection by Canada to the Chicago diversion 
we could, in the interests of our region of the country, reach no other 
decision. However, on August 4 Assistant Secretary of State William 
B. Macomber, Jr., wrote to Senator Neuberger advising him: 


The State Department understands that the Canadian 
Government has no objection to a 1-year temporary diversion 
of an additional 1,000 cubic feet of water per second from the 
Great Lakes system in Chicago. 


This being the case, it is obvious that proceeding with the Chicago 
diversion proposal under H. R. 2 could have no conceivable effect as 
a precedent to the Columbia River problem, where our objections have 
been and will be clearly stated to the Canadians. Since the Canadian 
Government has expressed ho objection to H. R. 2 its passage could in 
no way be interpreted as a rejection of the position stated so clearly 
by the State Department in its April memorandum. 

On the other hand, if there is any misunderstanding by the State 
Department of the Canadian position on H. R. 2, the Government of 
Canada will have ample opportunity to express itself between the date 
of the August 4 letter cited above and the time the President might 
sign the legislation into law, and it is assumed that the President 
would act accordingly. It is noted that the State Department memo- 
randum states 


t 
] 
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However, in current internationa! practice ho riparian 
woes ahead with exploitation of its part of a System W hen a co- 
riparian may possibly be adversely affected, without con- 
sulting the latter and coming to an understanding with it. It 


ier 
is to be noted that the latter’s consent need not be expressly 
iven; having been given an opportunity to object, its silence 
may ay taken as consent 
. ‘ sad = f on. 
Sin it can be assumed that Assistant Secre ary \lacomber’s 
August 4 letter is based upon adequate and accurate communication 


with the Canadian Government, we see no further reason to object 
+) 


. Hi 
to the passage of H. R. 


RicHarD L. N&UBERGER, 
United States Senate. 





SEPARATE VIEWS OF SENATOR PAT McNAMARA 


| oppose the passage of this bill in its present form for many reasons. 
H. R. 2, if it becomes law, will constitute, in my opinion, a wholly 
unwarranted, illegal, and unmoral taking of waters belonging to all 
of the Great Lakes States solely to assist the city of Chicago, IIl., in 
solving its sewage problem, a problem incidentally which it has failed 
to solve in the past 70 years because of inexcusable procrastination 
and inaction and delay on the part of the city of Chicago. 

H. R. 2 is not new legislation by any means. It differs but slightly 
from H. R. 3220, enacted in the 83d Congress and vetoed by Presi- 
dent Eisenhower, and H. R. 3110, enacted in the 84th Congress, 
which was also vetoed by the President. All three would authorize 
the State of Illinois and the Metropolitan Sanitary District of Greater 
Chicago to withdraw water from Lake Michigan at a rate of not 
more than 2,500 cubic feet per second (in addition to all domestic 
pumpage) for a period of 3 years. H. R. 2 differs from the two pre- 
vious measures only in that the name of the Chicago Sanitary District 
as set forth in H. R. 3220 and H. R. 3110 has been changed in H. R. 2, 
to the Metropolitan Sanitary District of Greater Chicago. 

There is nothing new about this question of diversion of waters of 
Lake Michigan. This question has been before our courts for many 
years and it is interesting to note how this litigation began and how 
this case found its way up to the Supreme Court. 

Diversion of the waters from Lake Michigan by the city of Chicago 
goes back to the beginning of this century when Chicago conceived a 
plan to dispose of its raw sewage by cutting a canal from the upper end 
of the Chicago River (which up until that time flowed into Lake 
Michigan) through a hilly area south of Chicago. This hillv area 
‘onstituted a natural boundary between the Great Lakes Basin, in- 
‘luding Lake Michigan, of course, and the Mississippi River Basin. 
The headwaters of the Des Plaines River lie just south of this hilly 


{ 


‘ 


area. This river flows into the Illinois River which in turn flows into 
the Miussissipp!. \t that time the headwaters of the Chicago River 
lay to the north of this hilly boundary and it flowed northerly into Lake 
Michigan. The canal which was cut across this area reversed the 
flow of the Chicago River so that instead of flowing into Lake Michigan 
it flowed southwesterly through the canal, thence into the Des Plaines 
River, thence into the Illinois, and thence into the Mississippi. The 
Chicago Sanitary Canal is a body of water, narrow in width, and 
about 36 miles long. Into this canal there is also discharged all of the 
drainage of the Chicago and Calumet Rivers, all of the sewage effluent 
of the entire Chicago area, all of the storm flows of the Chicago area, 
and part of the flow of the Des Plaines River. All of this water 
ses through the Chicago Canal and then on down the Illinois River. 
‘ flow into the Illinois River is regulated at the lower end of this 
36-mile canal and not at the foot of Lake Michigan. 


AS 
The 
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Litigation over this diversion began in 1907 and 1908. At that 
time Chicago sought more water from Lake Michigan so that it could 
wash its ever-increasing raw sewage downstream. The then Secretary 
of War, William Howard Taft, refused to allow further diversion but 
Chicago went ahead anyway, so in 1908 our United States Govern- 
ment instituted a suit to enjoin the continued diversion of this water. 
In 1913, while this suit was still pending, Chicago again sought an 
increased diversion of 10,000 cubic feet per second. ‘This request 
was denied because it was based solely on Chicago’s sewage problem 
and it was pointed out at that time by the then Secretary of War 
Stimson there was no claim ever made that it would assist navigation. 

Chicago continued its diversion, so again in 1913 the United States 
instituted another action to enjoin her from such diversion. Such is 
“the law’s delay” that the 1908 suit and the 1913 suit were consoli- 
dated and after another delay of 6 years, Judge Kenesaw Mountain 
Landis, a Federal district judge, in an oral opinion, found for the 
United States. Following several appeals the case eventually reached 
the Supreme Court and in January 1925 the Supreme Court enjoined 
further diversion by the city of Chicago. In March of 1925 the 
Secretary of War granted a temporary permit to Chicago authorizing 
a diversion of water from Lake Michigan not to exceed 8,500 cubic 
feet of water per second upon certain conditions; namely, that Chicago 
immediately start a program of sewage treatment. This permit was 


. i 
to expire on December 31, 1929, if not previously revoked or extended. 
Chicago continued to divert waters without making any attempt to 


comply with the conditions imposed in allowing the diversion as 


spelled out in the order of Secretary of War 

And again the Lake States found it necessary to seek redress in the 
courts. In 1922 the State of Wisconsin filed a bill in the Supreme 
Court to enjoin this unlawful diversion. In 1925, Michigan, Minne- 
sota, Ohio, and Pennsylvania joined Wisconsin as cocomplainants and 
in 1926 my State of Michigan and the State of New York filed another 
bill in the Supreme Court to enjoin this unlawful diversion by the 
city of Chicago. 

These matters were consolidated and referred to : Spec ial master in 
chancery. After extensive hearings rhe found. Among other things, 
that this diversion had operated to reduce the levels of the Great 
Lakes below lich ot] 
found that an addit onal diy sion of L500 cubic eet per second 
would lower the lake level 

The Supreme Court, in January 14, 1929, in reversing the special 
master in his construction of the law, but sustaining him in his findings 
of fact, held that the Lake States were entitled to a decree to halt 
the violation of these States rights and to bring this unlawful diversion 
to an end. However, in order not to jeopardize the health of the 
people of Chicago the decree of the Supreme Court provided a time 
allowance to enable the city of Chicago to provide some other means 
of taking care of its sewage problem and thus reduce the diversion 
until at some future time a permanent and final injunction should 


issue. 
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The cases were then rereferred to the special master to take addi- 


tional testimony and on April 4, 1930, the Supreme Court rendered 
another decision based on this rereferral and again the Court held 
that Chicago was doing a wrong to the Lake States and she must stop 
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it. It provided, among other things, that on and after July 1, 1930, 
the diversion should be reduced to an annual average of 6,500 cubic 
feet per second in addition to domestic pumpage, and after December 
31, 1935, this diversion should be reduced to 1,500 cubic feet per 
second in addition to domestic pumpage. 

However, Chicago again failed to live up to its bargain and again 
the Lake States were forced to seek the aid of the courts to force 
Chicago to comply with the decree of the Supreme Court. A special 
master was again appointed and after lengthy hearings he found that 
the cause of delay on the part of the city of Chicago “to proceed with 
the construction of suitable sewage disposal fac ilities was due to the 
total and inexcusable failure of the defendants, namely the Chicago 
Sanitary District and the State of Illinois, to even make application 
for approval of plans for the construction of these sewage disposal 
facilities. In fact, Chicago hadn’t even made an attempt to secure 
plans, designs, or specifications for the proposed works. 

Here again Chicago lost out in the courts so she sought help in the 
Congress and in 1937 a bill was introduced in the Congress to allow 
additional diversion up to 5,000 cubic feet per second plus domestic 
pumpage. The bill did not become law. 

In 1940, Illinois and the city of Chicago again sought modification 
of the decree heretofore entered by the Supreme Court and asked for a 
temporary additional diversion to 5,000 cubic feet per second until 
December 31, 1942, for health reasons. On April 30, 1940, the 
Supreme Court in passing on this request held that 


The State of Illinois has failed to show that it has pro- 
vided all possible means at its command for the completion 
of the sewage treatment system as required by the decree as 
specifically enlarged in 1933 (289 U. S. 395, 710). No 
adequate excuse has been presented for the delay. Nor 
has the State submitted appropriate proof that the condi- 
tions complained of constitute a menace to the health of 
the inhabitants of the complaining communities or that the 
State is not able to provide suitable measures to remedy 
or ameliorate the alleged conditions without an increase in 
the diversion of water from Lake Michigan in violation of the 
rights of the complainant States as adjudged by this Court. 


The cause was referred to a special master to hold hearings to deter- 
mine whether there was anv menace to the health of the inhabitants 
of the complaining communities and, after extensive hearings, the 
special master filed a report in which he found that while there might 
be some nuisance due to offensive odors at Joliet and Lockport, there 
was no menace to health and no nuisance conditions were proven to 
exist along the waterway at any other point. The special master 
recommended dismissal of the petition of the State of Illinois for 
a modification of its decree. ‘The Supreme Court accepted the recom- 
mendation of the special master and confirmed his report. In other 
words, the plea on the part of Llinois and the city of Chicago was 
denied. Here I might add that under the decree of the U nited States 
Supreme Court of April 21, 1930, the United States Superme Court 
still retains jurisdiction of the Chicago water diversion controversy. 
More than that, the Supreme Court of the United States is the only 
proper tribunal for settling a question of this kind. Chicago has 
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demonstrated its recognition of this fact many times by carrying its 
petitions to that tribunal. Having in the Court, which is competent 
by law and experience to weigh fairly the competing rights of parties 
and interests, Chicago has sought a political solution. Appropriate 
action now is for the Congress to insist that Chicago rely upon the 
remedies provided by the Court and abide by the results of the Court’s 
deliberations. The decision of the Supreme Court of May 26, 1941, 
did not end the fight for increased diversion by any means. Measures 
continued to be introduced by Congressmen, none of which were ever 
approved. 

With the advent of World War II Chicago sought increased diver- 
sion on the theory that this would help the war effort by providing 
additional hydroelectric power, thus releasing hundreds of coal cars 
needed to provide coal for steam powerplants in the Chicago ares 
It was argued that an increase in diversion to 10,000 cubic feet per 
second for the duration of the war would increase the electric power 
output four times and this additional power would serve war in- 
dustries at Wilmington, Joliet, and other centers. Chicago continued 
its efforts to secure additional diversion through appeals to the 
Federal Power Commission, to the President, to the Secretary of War, 
and to the War P amaninn Board and each time she was turned down. 
In 1943, three measures were introduced in the Congress to provide 
for additional diversion. These measures were all defeated. 

In the year 1950, the State of Illinois once more went to the Supreme 
Court. Pursuant to paragraph 7 of the decree of April 21, 1930, 
Illinois petitioned the Court for an interpretation and clarification of 
the decree. The opposing Lake States moved to dismiss the petition 
on the ground that the decree was clear and unambiguous. The 
Court granted this motion and dismissed the petition of Illinois on 
October 23, 1950. 

P roponents of this measure point out that this bill wili only authorize 
a “study” on a 3-year basis of the effect of a 2,500 cubic feet of water 
per second diversion from Lake Michigan to the Illinois Waterway. 
The study is supposed to be made to determine the effect of such 
increased diversion 


upon commerce among the several States and navigation on 
the Great Lakes and the Illinois Waterway, and the extent 
to which such increased diversion may affect the level of 
Lake Michigan * * * 


There is no need of such a study. We know now that the diversion of 
water from Lake Michigan into the Illinois Waterway will lower the 
level of Lake Michigan and the other Great Lakes. No study is 
required to establish this fact. It was well established by the special 
master in chancery, Charles Evans Hughes, who were appointed by 
the Supreme Court in 1930 to make the same sort of a study. More- 
over, we know the effect of such increased diversion upon commerce 


among the several States and on navigetion on the Great Lakes and 


the Illinois Waterway. This was brought out in many hearings held 
on similar measures introduced in the Congress and this information 
is also contained in a study made by the Corps of Engineers prepared 
at the request of the Director of the Bureau of the Budget. (See S. 
Doc. 28, 85th Cong., Ist sess.) 
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As previously pointed out, the bill would authorize a diversion of 
2,500 cubic feet per second from Lake Michigan into the Illinois 
Waterway for a period of 3 years. Twenty-five hundred cubic feet 
doesn’t sound like very much of a river, but since we usually think 
of water as a liquid and since we usually measure liquids by liquid 
measure I am wondering why this 2,500 cubic feet wasn’t reduced to 
gallons by proponents of this measure. It is a common practice to 
refer to flowage of water in gallons rather than in cubic feet. More- 
over, the number of cubic feet is spelled out ‘‘per second.’ Since 
there are 60 seconds in a minute, 60 minutes in an hour, 24 hours in 
a day, and 365 days in a year, my curiosity was aroused so I computed 
the number of gallons involved in this proposed diversion. I found 

would actually amount to approxima tely a staggering 591,300 million 
aetaan in 1 year. The bill also provides that this diversion shall be 
‘in addition to all domestic pumpage.”” Domestic pumpage now is 


being carried on at the rate of 1,800 cubie feet per second, Reducing 
this to gallons I found that the domestic pumpage amounts to a 
staggering total er 125,736 million gallons for 1 year. Multiply this 
by 3 for the 3-year period and we are lost completely in higher math- 
ematies, Some river. No wonder this measure is worded in cubic 


feet per second, thus minimizing the amount. 


[ repeat, there is nothing new about this proposal. President 
Kisenhower vetoed two previous measures practically identical with 
H. R.2. In his veto message he said that his veto was based on the 


following reasons: 
[oxisting dive rsions are adequate for navigation on the Illinois 
Waterway and Mississippi River. 

2. All methods of control of lake levels and protection of property 
on the Great Lakes should be considered before arbitrarily proceeding 
with the proposed increased diversion. 

3. The diversions are authorized without reference to negotiations 
with Canada. 

t. The legitimate interests of other States affected by the diversion 
may be adversely affected. 

At hearings of our Subcommittee on Flood Control—Rivers and 
Harbors on this particular measure, we were wl by proponents of 
this measure that it would aid navigation on the Illinois Waterway 
and down the Mississippi. This is sheer nonsense. The depth along 
this Illinois Sanitary Canal is only 9 feet, a level which is easily main- 
tained with the present allowed division of 1,500 cubic feet per second 
as authorized by the Supreme Court. Any further increase would 
only serve to overflow the banks of this 9-foot channel and thus 
inundate adjacent lowlands. Several shipping interests from Minne- 
sota submitted statements to our subcommittee urging this diversion 
on the ground that it would assist in navigation on the Mississippi 
from where the Illinois River enters the Mississippi at Alton, IIL, 
to dam and lock 26 some distance below the confluence of the Illinois 
River and the Mississippi River. This, too, is a specious argument. 
Actually, during World War I], when an increased diversion was 
allowed, the resulting * erflow caused serious damage to the docks, 
locks, and piers along t he Illinois Waterway. In all probability, if 
the diversion is allowed, the same thing would occur again. 

But aside from that, our own Committee on Public Works recently 
reported out an omnibus flood-control bill which became Public Law 
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500. That law authorizes, among other things, an appropriation of 
approximately $6 million for improvement to navigation between St. 
Louis and dam and lock 26 for the express purpose of solving com- 
pletely and for all time navigation problems incident to navigation 
on that portion of the Mississippi. Hence, the plea that this sought- 
for diversion will aid navigation through the Illinois Waterway and 
a portion of the Mississippi is wholly without merit. 

Unquestionably the bill will help Chicago solve its sewage problem, 
but such a taking of the waters of the Great Lakes cannot be justified 
on any moral or legal ground. From a moral standpoint, the waters 
of the Great Lakes Basin belong to all of the citizens of the Lake 
States. Each of them has an interest in these waters. Every day 
we realize more and more the truth of the old adage that “water is 
liquid gold.” It is becoming more precious by the minute and we 
ought not to squander this priceless heritage of the people of the Great 
Lakes States simply to aid the city of Chicago in its sanitation problem. 

The people of my State of Michigan and the people of the Great 
Lakes States are strongly opposed to this proposed diversion. We in 
the Great Lakes States fear this foot-in-the-door approach. To us it is 
simply another version of the camel and the Arab’s tent. If a 2,500- 
cubic-foot diversion for 3 years is now enacted, then another 5,000 
will probably be sought in another few years, and so on. 

This is a “heads I win, tails you lose’’ proposition as far as the people 
of the Lake States are concerned. If the diversion is granted and if 
we have an unusual amount of rainy weather so that the diversion for 
the 3-year period does not appreciably lower the level of the Lake 
States, Chicago will come in and ask for more water on the ground 
that this diversion hasn’t hurt anything. On the other hand, if 
Chicago is unable to solve its sewage problem with the 2,500 cubic 
feet of water provided in this bill, she will seek more water on the 
ground that sufficient water was not authorized so as to provide a 
fair test. I cannot emphasize too highly the opposition of the people 
of my State to this diversion. We are opposed to it for many reasons. 
We are opposed to it because of the adverse effect it would have on 
navigation on the Great Lakes. As previously mentioned, the Corps 
of Engineers made a study for our Senate Committee on Public 
Works based, not on a 2,500 cubic feet per second diversion as proposed 
in this bill, but on a diversion of only 1,000 cubic feet per second. 
The Corps of Engineers pointed out in its study that if a diversion of 
1,000 cubic feet per second were permitted for a 3-year period it would 
take 15 years after the diversion was terminated for the level of the 
lakes to reach their prediversion depth. At this rate, since the 2,500 
cubic feet mentioned in the bill is 2% times the 1,000-foot estimate 
upon which the Corps of Engineers report was based, it would appear 
that if 2,500 cubic feet per second were authorized for a 3-year period, 
it would take 37% years after the 3-year diversion period was ter- 
minated for the lake levels to be restored to their prediversion level. 

Moreover, even the more conservative estimates indicate that the 
result of a lowering of the lake levels by means of a 1,000-foot flowage 
would mean the loss of approximately 1% million tons of cargo in a 
l-year period. Multiply this 1% million ton estimate (a conservative 
estimate, by the way, because figures were presented to our commit- 
tee which went as high as 2 million tons annually) and reach an esti- 
mated loss of tonnage on the Great Lakes for this period of nearly 
57 billion tons. 
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It was pointed out in hearings held by the Subcommittee on Rivers 
and Harbors of the House Committee on Public Works on this par- 
ticular measure that with each new drop in levels the bulk carriers on 
the Great Lakes must limit the amount of cargo carried, in accord- 
ance with the depth in the inbound and upbound channels between 
the upper and lower lakes, and to conform to the depth now available 
in the various harbors on the Great Lakes. The large bulk carriers 
could carry up to 100 tons of cargo per inch of immersion. Therefore, 
it seems clear that if additional diversion at Chicago is authorized 
this would have the effect of reducing the carrying capacity of the 
Great Lakes fleet about 100 tons per ship per inch of loss of lake level 
for each trip made. One of the more interesting facets of the report 
of the Corps of Engineers is the statement that it will take 15 years 
after the termination of this diversion for the level of Lake Michigan 
to reach the same level that it was at the time the diversion was begun. 

Proponents of this measure sneer at a reduction of the lake level 
by only an inch but they neglect to point out that when you add this 
inch to the billions of gallons already being pumped out for domestic 
purposes in Chicago the level of the lake will be lowered considerably 
more than an inch, particularly when you multiply the amount of 
water taken out for domestic purposes by the number of years that 
Chicago has been taking this water. 

The report of the Corps of Engineers states that a diversion of only 
1,000 feet per second for a 3-year period would adversely affect hydro- 
electric power projects on the St. Lawrence, and would tend to ad- 
versely affect navigation on Lake Michigan and Lake Huron. Charts 
and data in inches on the affect of this diversion are more fully set 
forth in this report (S. Doc. No. 28, 85th Cong., Ist sess.). Speaking 
of hydroelectric power, it is interesting to note that the Great Lakes 
Harbor Association in the House hearings on H. R. 2 suggested that 
the real motive behind this demand for increased diversion is the desire 
on the part of the sanitary district to obtain additional hydroelectric 
power to be generated by the fecilities that own and operate a hydro- 
electric project at Lockport, Ill. While the Sanitary District of 
Chicago has repeatedly denied that it is interested in the development 
of this additional power at Lockport, its denials cannot be given too 
much weight because at every opportunity the sanitary district has 
pressed for increased diversion of lake water in order to increase the 
power to be produced at Lockport. In 1946 Mr. Horace P. Ramey, 
assistant chief engineer for the sanitary district, asserted that increased 
diversion can double the power output at the Lockport plant of the 
sanitary district and in 1947 a suggestion was made that increased 
diversion of water was needed for development of atomic power be- 
cause of the establishment of the Argonne Laboratory on the banks of 
the Sanitary District Canal some 20 miles southwest of Chicago. 
Furthermore, in 1950 an appeal was made to President Truman to 
obtain additional diversion in order to obtain additional hydroelectric 
power during the coal strike, so it thus appears that the Chicago 
Sanitary District, despite its repeated denials, is interested in obtaining 
additional diversion for power purposes. The report of the Corps of 
Engineers shows an estimated loss, if this diversion were allowed, of 
an estimated 188 million kilowatt-hours. The maximum estimated 
energy losses from a 3-year increase in diversion, as based on existing 
and proposed plants, are 148.7 million kilowatt-hours in United States 
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plants and 294.3 million kilowatt-hours in Canadian plants for a total 
estimate loss of 443 million kilowatt-hours. The energy losses are 
therefore estimated to be somewhere between 188 million and 443 
million kilowatt-hours, and will vary with the timing of installation 
of additional generating capacity at the several power sites on the 
Niagara and the St. Lawrence Rivers. The Corps of Engineers found 
that the 3-year increase of diversion of 1,000 cubic feet per second 
would increase energy production at the Lockport plant on the Illinois 
Waterway by about 70.4 million kilowatt-hours. In other words, this 
diversion would aid Chicago in solving its sewage problem and in in- 
creasing its production of electricity at the Lockport plant while at the 
same time it would rob Canada and the States, New York and V 
mont, of power output, real and potential, of plants along the St. 
Lawrence. 

The proposed version would unquestionably adversely affect the 
interests of Canada, our neighbor to the north. Iam not a spokesman 
for Canada. Canada should and it can speak for itself and it has 
spoken on many occasions in objecting to proposals of Illinois and the 
Chicago Sanitary District poe additional diversion of water from Lake 
Michigan. The committee on uses of international waters, a com- 
mittee of the internation: A compar’ ative law section of the American 
bar Association, in its report dated May 17, 1958, prepared for sub- 
mission to the American Bar Association at its annual meeting in Los 
Angeles, Calif., on August 26 of this year, together with a resolution 
for ee to the American Bar Association, O} 
tirety H. R. 2 for reasons set forth in the report. It is an excellent 
treatise on this proposed diversion and in the preparation of this 
minority report I have found occasion to refer to it from time to time. 

While on the subject of Canada, I might point out that there is 
another facet to Canada’s interest. I refer to proposed Canadian 
diversions in the Pacific Northwest involving the Columbia River 
The Columbia River, as we all know, originates in Canada, but almost 
two-thirds of its length lies within the boundaries of the United States. 
Most of its water is derived from Canadian sources. The waters of 
the Columbia are now being used extensively by the United States 
for hydroelectric power projects. Five dams are completed, two 
more are under construction, and five more are planned. In addi- 
tion, the waters are being used for irrigation and reclamation. Great 
quantities of water from the Columbia are being used also for the 
operation of the Hanford Atomic Works. The lower reaches of the 
river are used for navigation, and the fishing industry draws on the 
same water for its supplies. Canada is now planning to divert 15 
million acre-feet of water annually from the Columbia into an all- 
Canadian river—the Fraser—to increase its production of electric 
energy. The projected diversion would cut off approximately 25 
percent of the flow of the Columbia into the United States and cause 
the operation of American projects and industries on a basis of 75 
percent of capacity only. The International Joint Commission, set 
up by both countries to study and solve common river problems, is 
deadlocked on the question of proper allocation of water supplies. 

If we divert the waiters of Lake Mic higan as proposed in H. R. 
there will be a direct adverse affect on Canada and if we establish this 


yposes in its en- 


precedent of diversion what is to prevent Canada from going ahead 
with the diversion of the headwaters of the Columbia River initio the 
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Frazer River in Canada? What argument is then available to us to 
oppose this proposed Frazer River diversion? 

lt is interesting to note that there are 10 men on this committee, 
and 9 of them signed the report opposing this diversion while only 
member opposed the report. He was a Chicago attorney who, while 
he agreed with the report in prince iple, felt that it did not apply to any 
proposed diversion by the city of Chicago. 

Since the complete text of the commitiee’s report is not incorporated 
in my minority report, I am filing it with the committee along with my 
report so that reference can be made thereto by anyone interested. 

The report points out Canadian objections are expressed in two 
notes from the Canadian Embassy to our Secretary of State dated 
February 1 and March 10, 1954, in which Canada pointed out that if 
this diversion were to take place there would be material injury to the 
navigation interests on its side of the boundary. In its note of March 
10, 1954, Canada pointed out that this question of water diversion at 
Chicago was a maiter then before the International Joint Commission 
and it would be in the best interest of Canada and the United States to 
allow the Commission to complete iis study of this and related matters 
before any change in arrangement affecting the levels of the Great 
Lakes was authorized. <A third note dated August 24, 1954 was sent 
by the Canadian Emba _ to our Department of State in which refer- 
ence was made to the two previous notes and Canada again empha- 
sized that an increase in the diversion at Chicago will result in injury 
to navigation in boundary waters, particularly during cycles of low 
levels on the Great Lakes. It was the view of the Canadian Govern- 
ment that the question should be left up to the International Joint 
Commission as the legislation would constitute a diversion of waters 
on the part of the United States which would be productive of material 
injury to navigation interests on the Canadian side. Canada pointed 
out that in article 2 of the Boundary Waters Treaty of 1909 between 
the United States and Canada she had expressly reserved the right to 
make formal objection to such proposals. 

In his note of February 13, 1956, the Canadian Ambassador in a 
concluding paragraph again stated that 


[ am accordingly instructed to make clear that, in the view 
of the Canadian ae mment, the enactment of the proposed 
legislation (H. R. 3110) will be prejudicial to the navigation 
and power interests of both countries. 


This brings us up to recent developments in connection with our 
study of H. R. 2. In a letter dated Julv 2, 1958, Roger W. Jones, 
Assistant Director of the Bureau of the Budget, informed the chair- 
man of our Senate Committee on Public Works that our 


Department of State has now completed discussions with the 
(Canadian Government on the proposed increased diversion. 
No formal indication has been received from the Govern- 
ment of Canada that there would be any change in its posi- 
tion on this legislation. However, it is believed that the 
more limited authority discussed above would be less objec- 
tionable to Canada than the proposed 3-year diversion. 


This is the ee nt of the year. It’s like asking a person 
whether he would like to have his hand chopped off and, when he 
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replies in the negative, then inquiring how he felt about the taking of 
a little finger. His reply would probably be like Caneda’s—that the 
taking of the little finger would be “less objectionable.” But as 
previously pointed out, | am not aspokesman for Canada; and Canada 
ean, should, and has spoken for itself. 

My concern is primarily because of the adverse effect this bill would 
have on all of the people of my State of Michigan. The Supreme 
Court has found and it is undisputed that this diversion would lower 
the levels of all of the Great Lakes except Lake Superior. The 
Hydrograph of Monthly Mean Levels of the Great Lakes prepared 
by the Corps of Engineers conclusively shows that the lake levels in 
Lake Superior, aks Michigan, Lake Huron, and Lake St. Clair have 
been steadily dropping since 1952. In fact, in the hearings held in 
1956 by our Subcommittee on Flood Control—Rivers and Harbors, 
Senate Committee on Public Works, it was brought out that the level 
of Lake Michigan had dropped 2% feet since the 1952 level, in the 
44-year period from 1952 to July 1956. This drop has already in- 
creased considerably the cost of dredging the connecting channels of 
the Great Lakes and the St. Lawrence seaway. These connecting 
channels are being dredged to a 27-foot depth and in many cases the 
dredging is being carried on through almost solid rock at a tre sendin 
expense to the United States Government. It would seem foolhardy 
on one hand to continue with this costly dredging of these connecting 
channels on the Great Lakes Waterway and the St. Lawrence seaway 
and at the same time to lower the lake levels of the Great Lakes, 
thereby necessitating even more and costly dredging of the connecting 
channels between the lakes. It just simply doesn’t make sense. 
Michigan is a great industrial State touching on 4 of 5 of the Great 
Lakes. Water navigation is one of the great industries of that area 
and many of our industrial products—for example, automobiles made 
in Detroit, furniture from Grand Rapids, iron ore from the mines in 
the Upper Peninsula, and the many thousands of products manufac- 
tured in our factories—are carried on the waterways constituting the 
Great Lakes. In addition to our many industries one of the great 
industries of our State is our tourist industry and we are blessed by 
our proximity to the waters of Lake Superior, Lake Michigan, Lake 
Huron, and Lake Erie. Our upper lakes region is rightfully pro- 
claimed as “‘the Playground of the Middle West.”’ It offers boating, 
fishing, swimming, wildfowl hunting, in fact all forms of outdoor 
sports. We know that the proposed diversion will lower the levels of 
our Great Lakes. The people in the Upper Peninsula and particularly 
the owners of land along the shallow bays on the north shore of Lake 
Michigan are keenly aware of the impact of this Chicago diversion on 
them. For example, Portage Bay just west of Escanaba was at one 
time a beautiful, wide but shallow bay teeming with wildfowl and 
game fish of every description. Portage Bay is no more. The water 
has receded from the bay with the drop in the level of Lake Michigan 
and that entire area is now a series of mud banks and reed beds and 
of rushes and cattails. 

Some effort was made at our subcommittee hearing to belittle the 
impact of this diversion on Canada on the theory that the Canadian 
boundary was some 38 or 40 miles from the waters of Lake Michigan. 
This argument is without merit. Lake Michigan and Lake Huron 
are connected by a narrow band of water called the Straits of Mackinac 
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which is some 25 or 30 miles long, up to 250 feet deep, and 4 or 5 miles 
wide in the narrowest portion. Canada owns almost three-fourths of 
the waters and the lands along Lake Huron and if you take out a 
million gallons of water from Lake Mic higan, thereby lowering Lake 
Michigan to that extent, a million gallons of water will flow from 
Lake Huron through the Straits of Mackinac into Lake Michigan, 
and the level of Lake Huron will be lowered. Hence, Canada does 
have an interest. Moreover, the Corps of Engineers in its report 
pointed out that the diversion at Chicago would decrease the depths 
of Lake Michigan and Lake Huron and Lake Erie and would adversely 
affect hydroelectric power projects at the St. Lawrence. 


LEGISLATION BY COMMITTEE REPORT 


We were told in our Committee on Public Works that we should 
pass H. R. 2 in its present form providing for a 2,500 cubic feet diver- 
sion for a 3-year period but that we don’t really mean it because 
what we really mean is that it will only be for a 1-year period because 
the Sanitary District of Chicago will only take the water for 1 year. 
We are told that the sanitary district has made this commitment in 
the form of a letter to the Public Works Committee. 1 submit that 
this is a new higb in legislative achievement. 

While I am not a lawyer I am aware of the legal proposition that 
where the terms of a statute are clear and unequivocal, the courts will 
give to the language of the statute its plain and ordinary meaning and 
when we say in a bill that there will be a diversion for 3 years I assume 
that any reasonable person would conclude that 3 years is what we 
meant. It seems highly irregular and highly illogical to require a 
person reading 3 years in a statute to go to a committee report to find 
out that Congress actually meant only 1 year. I intend to propose a 
series of amendments to H. R. 2 so that the bill will mean what the 
report of the Senate Public Works Committee says that it means. 
Notwithstanding my submitting of these amendments I am not in 
favor of the bill as it now reads nor will I be in favor of it if my amend- 
ments are adopted. I simply feel that the bill should so read that any 
ordinary person with a moderate amount of intelligence can determine 
from reading the bill itself what the proposal is. There are several 
other faults with the bill, all of them based on supposed commitments 
by the Chicago Sanitary District to the Public Works Committee and 
again we are asked to enact a bill saying one thing but with a commit- 
ment by the Chicago Sanitary District to the Senate Public Works 
Committee saying another. For example, the sanitary district says 
that the Secretary of the Army’s report will not be made until 3 years 
after the enactment of this measure, yet the bill itself, as it now reads, 
requires a report from the Secretary of the Army within 2% years 
after such enactment. 

To summarize, this proposed study cannot be justified on the theory 
that it would assist in navigation on the Chicago Sanitary District 
Canal and the lower Illinois River and a portion of the Mississippi 
because the present authorized diversion of 1,500 cubic feet per second 
is sufficient to maintain a maximum desired depth of 9 feet in the 
canal and any navigation problems on the Mississippi immediately 
below the confluence of the Hlinois River and the Mississippi will be 
ultimately resolved on the completion of the $6 million aid to naviga- 
tion project already authorized for that position of the Mississippi. 
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The proposed increased diversion in H. R. 2 would adversely affect 
Canadian navigation and Canadian power projects on her side of the 
Great Lakes. Moreover, Canada now proposes a diversion of a portion 
of the headwaters of the Columbia River in the Pacific Northwest and 
if we go ahead with this Chicago diversion without Canada’s consent, 
we will have established a precedent which may preclude us from 
objecting to a Canadian proposed diversion in the Nortivwant. 

The proposes d inereased diversion would have an adverse effeet on 
the Great Lakes States and Canada because it would lower the levels 
of the waters of the Great Lakes, which in turn would adversely affect 
navigation and hydroelectric power developments along the St. 
Lawrence. It would also adv rsely affect the constitutional right of 
citizens of the Lake States to enjoy their a given blessings in the 
form of waters of the Great Lakes and the tributaries thereto. The 
lowering of the levels of the lakes will seul in a tremendous loss of 
shipping on the Great Lakes in addition to injuries to navigation. 
Chicago has no legal, moral, or constitutional right to a single drop of 
water from Lake Michigan. As pointed out, the Chicago River 
originally flowed into Lake Michigan until its course was reversed by 
action of the city of Chicago in digging a canal, there by causing the 
waters of the Chicago River to flow southward into the Des Plaines. 
thence into the Illinois, thence into the Mississippi. 

Moreover, Chicago’s remedy lies with the Supreme Court of the 
United States which authorized its present 1,500 cubic feet per second 
diversion in addition to domestic pumpage. Chicago has gone to the 
Court time after time to secure additional diversion and it has on 
several occasions secured additional diversions by an appropriate plea 
to the Supreme Court. While the diversion will unquestionably aid 
Chicago in solving its sewage problem, Chicago has had nearly 70 
years to resolve that problem. Chicago is in no worse fix now than 
any of her sister cities of the Middle West, who for reasons of health 
have been forced to construct suitable sewage disposal plants. 

I have gone into this matter at some length because I feel very 
strongly about this bill. I have had communications from practically 
every community in our State opposing this measure. Moreover, our 
Attorne y Gene ral, Hon. Paul L. Adams, came down to our hearings in 
the Senate Public Works Subcommittee to make a very strong protest 
against this bill. 

I respectfully submit H. R. 2 should not be enacted by this Congress. 

Respectfully submitted. 

Par McNamara, 
United States Senator. 
Monpay, AuausT 18, 1958. 
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The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 13475) to authorize an exchange of lands 
at the Rochester Fish-Cultural Station, Indiana, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of tis bill is to authorize the Department of the 
Interior to effect an exchange of lands at the Rochester, Ind., Fish 
Cultural Station. In exchange for 51.03 acres of cropland that is 
presently unused and for which there is no prospective use, the station 
would acquire & acres of land in front of the station and fronting on 
the highway, through which runs the canal supplying the hatchery 
with water. It was testified at the hearings before the House Com- 
mittee on Merchant Marine and Fisheries that the Fish and Wildlife 
Service had sought the parcel involved for a number of years as a 
protection for its water supply but had been unable to reach any 
agreement with the citv of Rochester, the owner. The present. bill 
achieves the objective of obtaining the desired land at the expense of 
the transfer of unused acreage of approximately equal value, according 
to the Fish and Wildlife Service. 

This legislation was unanimously approved by the House Merchant 
Marine and Fisheries Committee following public hearings, and passed 
the House without objection on August 15. It has the wholehearted 
support of the Senators from Indiana. 

The favorable report from the Secretary of the Interior’is set forth 
below for the information of the Senate. Attention is directed to the 
statement in that letter that 

Before consummating this exchange (of land) we would have 
a further evaluation made of the properties in order to assure 
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estimony of Fish and Wildlife Service officials before the House 
vas to the effeet that the United States-held land was 


at: (500, and the elt owned property Vis valued at SIS,10O0. 
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i] 1S¢ j I presentatives. Washington. DD ( 


DEA \IR BONNER Your committee has requested a report on 
H. 29475. a bill to authorize an exchange of lands at the Rocheste 
Kis Cultural Station, Indiana 

We re commend that H R 13475 be ena ted 

This bill would authorize an exchange of land whereby the Federal 
L70ON I Lv vuld cor Ve\ to the CILY ol Roch te] Ind 51.0 aAcTeS 
of undeveloped marginal cropland in the exchange for 8 acres of 
suburban land Qur present information indicates that this suburban 
land 1 equ lou value to the undeveloped marginal cropland that 
vould be conveyed to the city pursuant to this proposal; however, 
before consummating this exchange we would have a further evalua 


made of the properties in order to assure an exchange of properties 


’ 
are of approximately equal value 
4 ‘ ; : a a 

e property a would be conveyed tf ( DV thre United 

s ‘ | 8 ; | } ] 4 | 
statac OV 1 pal Ol Hye nO ster | = { Wt i station which 
; ste] | S pl perltv is not hy 110 ised 2 preset nt tor lish- 
| : ) poses nd we do not a tLicipat need Tor operatlo ot 

‘ - ° 
This proj ed exchange will fac if ami t the fish 
1 1 1 \ 
( ] s mand it lil Pp eclud Ind rapnle ¢ velopme! tS 1m thie 


{ ] 2] ] 
pag e 10, strike out word st” and substitute in lieu 
Lhe! SOUL 
\ T> Tt) 
Vi vi Pe] advised b tne bureau ol ®e HDudget that there 1s 
Oo obDle On QO 1 © SUDMISSIO ( 1 me | ) oOmmitte 
j 
—_ ce eLy OUTS 
; . 
Rocer Ernst, 
1x tant Neere y of the Interior 
HANG a? ome —T 4 VA 
ire no angves 1n eXIsStll | 
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Calendar No. 2550 


85TH CONGRESS { SENATE ; REPORT 
2d Session | No. 2484 


CALIFORNIA INTERNATIONAL TRADE FAIR AND 
INDUSTRIAL EXPOSITION 


AT GUST ZU, L958 Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations, submitted 


the following UN; RSisy 
OF MICHIGAN 


REPORT SFP 9 269 
eV 
lo xaeccompany H J Re: MAIN 
READING ROOM 
The Committee on Foreign Relatio iS, having had under considera- 
tion the joint resolution (H. J. Res. 658) authorizing and requesting 
the President to invite the countries of the free world to participate im 
the Califorma International Trade Fair and Industrial Exposition to 
be held in Los Angeles, Calif., from April 1 to 12, 1959, report the 
same favorably without amendment and recommend that the joint 
resolution do pass 
House Joint Resolution 65S was mtroduced by \Ir \leDonoue! 
On July ZA. Yds; and passed the House on (ucust iS. 1958. Ci 
Lucust 20. 1958. the Cominittee Orr Kore } Relations ordered thi 
resolution reported favorably to the Senate 
The Departments of State and Commerce have no objection to the 
joint resolution No cost to the Kederal Government will result from 
its approval 
The Committee on Foreign Relations urges enactment of House 
Joimt Resolution 658 because the promotion of tourism, foreign trade, 
and commerce will be of benefit to the United States. 


O 
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85TH CONGRESS SENATE REPORT 
g / iN¢ 8sion | No Z } 85 


AUTHORIZING THE EXCHANGE OF CERTAIN REAL PROPERTY 
HERETOFORE CONVEYED TO THE CITY OF EL PASO, TEX., BY 
THE UNITED STATES FOR OTHER REAL PROPERTY OF EQUAL 
VALUE 


AuacustT 20, LODS. Ordered to be printed 


UN, 


: ; : ; — ; RS 
Mr. Cuavez, from the Committee on Public Works, submiQFdmMion7e 2" 


avec HIGAN 
following CrR 


viP 


REPORT 
M ' 
READING 


{lo accompany i. 11456] G ROOM 


Phe Committee on Pubhe Works, LO whom Was referred the bill 


} ’ f -\ 
hneretoiore cConveve¢ 


HL. R. 11456) to authorize the exchange of certain real property 
ot 


Li =a 
Ie] Paso. Te X by the United 


{ | : . , ly . 7 r 
for other real property of equal value, and fe ther purpose 


to the city 
states, 


; 


‘onsidered. the same, report favorably thereon without amend 


recommend that the bill do pass 


E OF THE BILL 


The purpose he bill is to authorize the Secretary of 
ith the city of el Paso, Tex., and 
co of a portion of real property 
for other real property determined , 
than equal value; LO proy ide for an exchange 


a i} ‘ 
Instruments as may be req ea DV the laws 


ie State of Texas. and for exchange of the real property covered 
ent: with waiver of reversionary interest of the United 


‘al proq 


perty conveyed, and vestment in the United 


] 
4 


like reversionary interest in the real property received: 


exchange to be made without cost to the United States 


NERAL STATEMENT 
The la d covered \ he deed of August 26, 1956, referred LO 
bill, wa acquired by the I nited States in pursuance ol 
Lion program) under t| e convention fol { 


United ates and 





PROPERTY AT EL PASO, TEX. 


title 22, United States 
the terms of the deed of August 26, 
vas conveyed to the city of El Paso, Tex., subject. to 
United States, the reversion of title to 
and should cease to be used for public 

purposes. 
Hill Lines, Ine., El Paso, Tex., owners of land adjoining the tract 
of the city of El Paso, desire to obtain a portion Ol the tract of the 
city of El Paso so that the boundary between the adjacent tracts 


may be straightened and both parties will be able to utilize their 


| 
properties more advantageously 


Under the terms of the bill the city of El Paso would receive a 
tract of land considerably larger and of equal or greater value than 
the tract it now owns and would convey the presently owned tract to 
the Hill Lines, Inc. The United States would receive in the land 
transferred to the city of El Paso in the exchange a reversionary 
interest of like intent and legal effect as that which it presently holds 
in the land to be conveyed by the city of El Paso. 


Section 3 of the bill sper ifically proy 1des that the exchange of real 
property authorized by this act shall be without cost to the United 
States. 


-ECOMMENDATIONS 


The committee belies that enactment of this legislation will be 
advantageous 1 he LY {f Kl Paso, Tex., and toa private company, 
Hill Lines, Inec., by ) tting an adjustment of boundaries so that 

at the interests of the | nited 

elited | at the city of I] Paso, 
reversionary interest, will accept 
new ii lL with alue at ast equal to and probably of vreater value 
than the land now h “a l 1i¢© United States will continue to hold 
the same rever Lary 1 in the new land to be conveyed to the 
city of E] Paso as it now hold h respect to the property conveyed 
to the city under the deed of st 26, 1956 

The committee recommend etme of H. R. 11456, and has 
been advised that the Departmen f Late 1s favorable to its enact- 


the properties of both parties can be more effectively utilized. 


I 


ment, and that the Burea 1 OF UD ude nas no objection LO the 
provisio! s of the measure. 
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UNITED STATES OF AMERICA 


Calendar No. 2556 


85TH Concress } SENATE ReEpPorr 
Id Nession j No. 2490 


AUTHORIZING A STUDY OF MILITARY CONSTRUCTION 


Auaust 21, 1958.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 


submitted the following UN 
OF mjatSiiy 


CHIGAN 
REPORT SFp 9 a 
=" v 6S 
(To accompany 8. Res. 386] ue 
| . READING oo 
The Committee on Rules and Administration, to whom was referred M 
the resolution (S. Res. 386) to provide additional funds for the Com- 
mittee on Armed Services to investigate military construction, having 
considered the same, report favorably thereon without amendment 
and recommend that the resolution be agreed to by the Senate. 
This resolution would enable the Committee on Armed Services. or 
the Military Construction Subcommittee thereof, to make a complete 
study of any and all matters pertaining to military construction. It 
is anticipated that the study would include a field inspection of mili- 


tary construction. For the compensation of additional personnel and 
for necessary expenses, expenditures not exceeding $12,000 would be 


authorized for the period September 1, 1958, through January 31,1959. 


O 
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Calendar No. 2557 


85TH CoNGRESS SENATE Report 
9d Session No. 2491 





AUTHORIZING THE SECRETARY OF THE INTERIOR TO PROVIDE 
AN ADMINISTRATIVE SITE FOR YOSEMITE NATIONAL PARK, 
CALIF., ON LANDS ADJACENT TO THE PARK UNI eRs 
OF MICHiGan 
SEP « 


i ' 4 


Avueust 21, 1958.—Ordered to be printed 


MAIN 
READING ROOM 


Mr. Kucuet, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 12281] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12281) to authorize the Secretary of the 
Interior to provide an administrative site for Yosemite National 
Park, Calif., on lands adjacent to the park, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF H. R. 12281 
PURPOSE 


H. R. 12281, introduced by Representative Engle, of California, 
authorizes the Secretary of the Interior to acquire certain private 
lands and national forest lands adjacent to Yosemite National Park, 
Calif., for use as an administrative site for the park. The adminis- 
trative site will be located outside the western entrance of the park at 
El] Portal. It will include approximately 1,200 acres and will not be 
a part of Yosemite National Park. 


NEED 


More than 1 million people visit Yosemite National Park each year. 
Yosemite Valley is the only area in the park that is available for the 
installation of major and year-around operational facilities. How- 
ever, the carrying capacity of Yosemite Valley is limited because of its 
narrow confines. The Department of the Interior believes that some 
of its present administrative and concession facilities, as well as new 


facilities required to meet increasing visitor use, should be located 
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outside the valley. These facilities include warehouses, administra- 
tive offices, repair shops, employee housing, dumps, and incinerators. 
The El Portal site is the most suitable and accessible for the purpose. 


COST 


The non-Federal land to be acquired, will cost about $304,500. 
The Department of the Interior has an opinion to purchase all but 
30 acres for $300,000. The option expires September 1, 1958. 


COMMITTEE COMMENTS 


It is the understanding of this committee that the national-forest 
lands which the Secretary of the Interior may acquire under the act 
will be transferred subject to the rights of those holding special use 
permits, and that with a few possible exceptions those holding leases 
on cabins, stores, motels, and other facilities in the area will be per- 
mitted to remain. The committee also points out that the Director 
of the National Park Service has assured the committee that the 
public will not be barred from fishing and other recreations! pursuits 
in and along the river flowing through the administrative site. The 
State fish and game laws will apply to the area. Hunters will be per- 
mitted within limits to cross the site to reach hunting areas beyond. 
However, unreasonable trespass by hunters will not be permitted. 


AGENCY REPORTS 


The favorable reports of the Department of the Interior and the 
Department of Agriculture, which advise that the Bureau of the 
Budget has no objection to the submission of the reports, are set 
forth following: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 1, 1958. 
Hon. Ciatrr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EnGie: Your committee has requested a report on 
H. R. 12281, a bill to authorize the Secretary of the Interior to provide 
an administrative site for Yosemite National Park, Calif., on lands 
adjacent to the park, and for other purposes. 

We recommend the enactment of this bill, if amended as hereafter 
suggested. 

H. R. 12281 would authorize this Department to establish an 
administrative site for Yosemite National Park at El Portal. This 
site lies outside the western, or Arch Rock, entrance to the park and 
includes approximately 1,200 acres, as shown on a map, prepared by 
this Department, which is referred to in section 2 of the bill. The 
governmental utilities, facilities, and services that are required in the 
operation and administration of the park, and concession facilities, 
as may be agreed to, would be placed in this area after adequate 
roads and utilities are provided. This will be an important step in 
preserving the natural beauty of Yosemite Valley. 

Yosemite Valley is the only area in the park that is available for 
the installation of major and year-around operational facilities. 
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However, its carrying capacity is limited because of its narrow 
confines. We are convinced that some of our administrative and 
concession facilities, as well as new facilities to meet the increasing 
visitor use, should be located outside the valley. The valley has 

. become, increasingly the focal point of concentrated public use. 

More than a million visitors come to Yosemite National Park each 
year. Because of the situation that has developed we have acquired 
and are holding an option on most of the private land that we would 
be authorized, by section 2 of H. R. 12281, to acquire for the El] Portal 
site. Our option will expire on September 1, 1958. 

As prescribed in section 3 of this bill, land in the adjacent national 
forest may be made a part of the El Portal administrative site. The 
Secretaries of Agriculture and Interior would be authorized to effect 
mutually satisfactory transfers of jurisdiction over lands administered 
by each in the El Portal area. The Department of Agriculture has 

indicated a willingness to arrange such transfers 

Since the El Portal site will be devoted primarily to various park 
“housekeeping” operations, including warehouses, administrative 
offices, repair shops, employee housing, dumps, and incinerators, we 
believe that, as provided in section 5, the El Portal site should not be 
a part of the park, at least for the time being, nor should the usual 
regulations designed to protect park values ‘apply to the site. In 
this connection, it should be noted, however, that H. R. 12281 will 
permit satisfactory administration of the site by authorizing the 
Secretary of the Interior to issue special rules and regulations for its 

| control. It should be noted, also, that section 6 of the bill makes any 
funds that are available for the operating and capital programs of 
Yosemite National Park available also for those programs at the El 
Portal site. This provision would remove any doubt concerning 
the expenditure of funds that might otherwise arise from the technical- 
ity that El Portal will not be a part of the park. 

We recommend that section 7 be eliminated from this bill. This 
section of the bill provides for payments to offset tax losses on privately 
owned lands that would be acquired by the United States for purposes 
of the administrative site. We have considered this question with the 
Bureau of the Budget and since section 7 represents piecemeal legisla- 
tion and runs counter to the administration’s position on legislation 
for payments in lieu of taxes, as represented by H. R. 2017 and S. 967, 
bills that deal comprehensively with the subject, the enactment of this 
legislation with the retention of section 7 would not be consistent with 
| administration policy. We are in full agreement with this position. 
The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 





Rocsr C. Ernst, 
Assistant Secretary of the Interior. 





DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 5, 1958. 
Hon. Cuatr ENGL», 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 
Drar ConGrREssMAN ENGLE: We are glad to furnish herewith, in 
accordance with your May 6 request, our views on H. R. 12281, a 
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bill to authorize the Secretary of the Interior to provide an adminis- 
trative site for the Yosemite National Park, Calif., on lands adjacent 
to the park, and for other purposes. 

We have no objection to enactment of this bill. 

The bill would authorize the Secretary of the Interior to acquire 
certain lands adjacent to the Yosemite National Park in the vicinity 
of El Portal for the purpose of providing an administrative site out- 
side of park boundaries. Only section 3 of the bill would affect this 
Department. ‘This section would authorize the Secretaries of Agri- 
culture and Interior to effect mutually satisfactory transfers of juris- 
diction over land administered by each in the El Portal area. Upon 
completion of such transfers the ened transferred to the Secretary of 
the Interior would be excluded from the national forests and there- 
after administered as part of the administrative site for the national 
park. Land transferred to the Secretary of Agriculture would be- 
come part of the national forests and would be subject to the laws, 
regulations and rules applicable to lands acquired under the Weeks 
law of March 1, 1911 (36 Stat. 961), as amended. The bill provides 
for administration and use by the Secretary of the Interior of the 
administrative site for the park and for payments to local governments 
in compensation for tax losses which might result from acquisition by 
the United States of privately owned lands. 

The administrative site for the national park proposed by this bill 
lies outside of the boundaries of Yosemite National Park and within 
the boundaries of the Stanislaus and Sierra National Forests. The 
lands involved are partly privately owned and partly national forest 
lands. The national forest lands consist largely of bottom land along 
the Merced River and adjacent open or lightly timbered lands on the 
canyon slopes. These lands combined with private lands purchased 
by the Department of the Interior under this bill would form a con- 
solidated site for the park administrative facilities. Lands necessarily 
acquired, due to required purchase of whole properties or for other 
reasons, but not essential parts of the park administrative site should 
be transferred to national forest administration. Such transfer would 
insure protection of the lands and correlated administration of the 
national forest and park administrative areas. Section 3 of the bill 
therefore will permit mutually advantageous consolidation of holdings 
between the two agencies. 

Certain of the national forest lands are occupied by an electric 
power transmission line, cabins, and other uses authorized by Forest 
Service special use permits. Transfer of such lands necessarily would 
be subject to rights of the holders of these permits. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


TruE D. Morse, Acting Secretary. 


COMMITTEE RECOMMENDATIONS 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 12281 as amended. 


O 














Calendar No.2558 


85TH CoNGRESS SENATE { Revort 
9d Session No. 2492 


PROVIDING FOR THE PROMOTION OF CERTAIN PERSONS 
WHO PARTICIPATED IN THE DEFENSE OF THE PHIL- 


Avaust 22, 1958.—Ordered to be printed 
MAIN 
READING ROOM 
Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 2765] 


The Committee on Armed Services, to whom was referred the bill 
(S. 2765), to provide for the promotion of certain persons who par- 


ticipated in the defense of the Philippines, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


This bill would authorize a one-grade promotion for those persons 
who participated in the defense of the Philippine Islands during the 
early part of World War II, who were captured, and who did not 
subsequently receive a promotion. 


EXPLANATION OF THE BILL 


The persons who would be authorized to receive a promotion or 
advancement on the retired list under this bill are those in the grades 
of general, colonel, master sergeant, chief warrant officer, and equiva- 
lent ranks. These grades were excluded from the joint Army-Navy 
policy providing for a one-grade advancement following release from 
a prisoner of war status during World War II. 

The Department of Defense historically has opposed legislation of 
this type because of the Department’s view that persons holding the 
grades that would be affected by this bill could not reasonably have 
expected to be promoted during World War II, even if they had 
not been taken prisoner. This position is based on the fact that 
promotions to and within general officer grades, from master sergeant 
to warrant officer, and from the highest grade of warrant officer to 
commissioned officer grades were the result of highly competitive 
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selections and that for this reason, these grades were excepted from 
the one-grade promotion policy for prisoners of war. 

The committee recommends this legislation notwithstanding the 
opposition of the Department of Defense for the reasons that many 
of the persons concerned would have been selected for promotion 
had they not been taken prisoner—that many of them were serving 
in positions calling for a higher grade but were not promoted because 
of communications failures in early 1942—and that the total number 
involved is not large. 

The bill provides that no increase in retired, retirement, or equiva- 
lent pay may result from enactment of this measure. The promotion 
or advancement would be in recognition of the gallantry and heroism 
manifested by so many of the group that conducted the defense of 
Bataan and Corregidor, and who subsequently endured great hard- 
ships while prisoners of war. Since the number is relatively small 
and because it would be almost impossible to reconstruct the condi- 
tions that would have been considered by a selection board, the bill 
authorizes the recommendation for promotion or advancement on 
the retired list of those members who participated in the Philippines 
defense before May 8, 1942, who were taken prisoner while so serving, 
and who were not promoted or advanced on a retired list at any time 
after having been taken a prisoner of war. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter 
from the Secretary of the Army, dated November 8, 1957, indicating 
that the Department of Defense is opposed to this bill. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., November 8, 1957. 


Hon. Ricwarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuHatrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to S. 2765, 85th Congress, a bill to provide for the promotion 
of certain persons who participated in the defense of the Philippines. 
The Secretary of Defense has delegated to the Department of the 
Army the responsibility for expressing the views of the Department 
of Defense thereon. 

The proposed legislation would direct the Secretaries of the military 
departments concerned to convene boards of officers to recommend 
for promotion or advancement on the retired list to the next higher 
grade any member on active duty and any member or former member 
who is on a retired list and entitled to retired or retirement pay, who 
(1) participated in the defense of the Philippine Islands while in active 
service at any time after December 6, 1941, and before May 8, 1942 
(2) was incarcerated while so serving ; and. (3) was not promoted or 
advanced on a retired list at any time after he was so incarcerated. 
If not promoted while on active ‘duty, a member on active duty who 
is so recommended may, after his relief from active duty or after 
being placed on a retired list, be advanced to the grade concerned. 





DEPOSITED BY THE 
NITED STATES OF AMERICA 


PROVIDING FOR THE PROMOTION OF CERTAIN PERSONS 3 


A member or former member who is on a retired list and who is so 
recommended for advancement may be advanced on the retired list 
to the grade concerned. The bill further provides that a member so- 
advanced to a higher grade may be ordered to active duty in grade 
to which advanced or grade which he held at the time of that advance- 
ment and be entitled to the pay and allowances of the grade in which 
ordered to active duty. The retired, retirement, or equivalent pay 
to which an officer so advanced in grade is entitled would not be 
increased by such advancement. 

The Department of the Army on behalf of the Department of 
Defense is opposed to the above-mentioned bill. 

It appears that the purpose of the bill is to provide for the advance- 
ment of generals, colonels, master sergeants, and chief warrant officers, 
and personnel of equivalent ranks, who were excluded from the joint 
Army-Navy policy providing for a one-grade advancement following 
release from a prisoner of war status during World War II. The one- 
grade promotions authorized to personnel of the lower grades under 
the joint Army-Navy policy were for the purpose of equalizing pro- 
motional opportunities of prisoners of war and personnel who were 
not prisoners. Rapid expansion of the Armed Forces during World 
War II resulted in large numbers of personnel who were not prisoners 
of war receiving 1 or 2 promotions and it could be assumed that had 
the prisoners of war in those grades not been incarcerated they would, 
in almost all cases, have been promoted along with their contem- 
poraries. The joint Army-Navy policy on one grade promotions was 
designed to alleviate this apparent discrimination against the pris- 
oners of war and at the same time insure, insofar as possible, that 
prisoners of war were not unduly favored over other personnel who 
served throughout the war without opportunity for advancement. 

The justifications for the one-grade advancement of personnel in the 
lower grades are not considered to be applicable to persons covered by 
S. 2765. Promotions to and w a general officer grades, from master 
sergeant to warrant officer, W-1, and from chief warrant officer to 
commissioned officer grades, alee World War II were the result of 
highly competitive selections. This policy was followed in all the 
services with respect to personnel in these and equivalent grades. 
For this reason, such grades were excepted from the one grade promo- 
tion policy for prisoners of war. 

It is considered that the enactment of this legislation would create 
inequities for other military personnel who were not prisoners of war 
during Word War II or during the Korean hostilities. Specifically, 
the promotion to and within general officer grades has been Sabisunily 
made at departmental level by selecting only the best qualified world- 
wide rather than selecting individuals of a specific group or geographi- 
cal location. While it is recognized that some former prisoners of war 
might have been selected for promotion to these grades had they not 
been prisoners, it is most reasonable to assume that others would not 
have been selected. The selection of a general officer is made on 
examination of his entire record to ascertain if he has, over the past, 
clearly demonstrated his potential to serve in the higher grade when 
compared with all other officers. In view of these facts, it is felt that 
the proposed legislation would afford preferential treatment to former 
prisoners of war who participated in the defense of the Philippines. 
over other military personnel. 
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For the reasons outlined above, the Department of the Army, on 
behalf of the Department of Defense, recommends against the enact- 
ment of S. 2765. 

The Department of the Army is unable to estimate the probable 
cost of this proposed legislation. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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ADDING NAME OF ROGER P. AMES TO ROLL OF HONOR 


IN DISCOVERY AND CAUSE OF YELLOW FEVER 
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be 


Avaust 22, 1958.—Ordered to be printed 





MAI 
READING —_ 


Mr. Bringss, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 7544] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 7544) to amend the act entitled ‘An act to recognize the high 
public service rendered by Maj. Walter Reed and those associated 
with him in the discovery of the cause and means of transmission of 
yellow fever,” approved Wehotiaes 28, 1929, by including therein the 
name of Roger P. Ames, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill would add the name of Roger P. Ames to the act recogniz- 
ing those associated in the discovery of the cause and means of 
transmission of yellow fever. 


HISTORICAL BACKGROUND 


In 1956, the committee considered a bill, H. R. 5590, which subse- 
quently became law, to honor Gustaf E. Lambert by placing his 
name on the roll of honor commemorating those who participated 
with Maj. Walter Reed in discovering the causes and cures of yellow 
fever. 

Information submitted to the committee at that time indicated that 
Dr. Roger P. Ames was the physician who cared for all of the experi- 
mental cases of yellow fever of Walter Reed and his associates, and 
that Dr. Ames was deserving of recognition for his contribution. The 
Department of Defense was asked to submit its views regarding the 
desirability of adding the name of Dr. Ames to the roll of honor. The 
Department subsequently advised of its support of this action. 

The act of February 28, 1929, specially recognized the public service 
rendered by certain participants in the vellow fever investigations in 
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Cuba during 1900 and 1901. This special recognition consisted of 
(1) authorizing to be published annually in the Army Register, the 
roll of honor carrying the names of persons who were the principal 
participants in the yellow fever experiments; (2) authorizing an appro- 
priate medal to be struck for each of the participants; and (3) author- 
izing lifetime payments of $125 per month to the participants. These 
payments were increased to $200 per month by Public Law 487 of the 
84th Congress. 
COST OF THE LEGISLATION 


Since Dr. Ames has been dead for many years, the lifetime pay- 
ments may not be made to him. The only cost resulting from the 
bill is for a special gold medal to be struck by the Treasury Depart- 
ment and presented to his widow. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Secretary of the Army, dated September 6, 1956, indicating that 
the Department of the ‘Army favors this legislation and that the 
Bureau of the Budget has no objection to it. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., July 20, 1957 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 7544, 85th Congress, a bill to amend the act entitled 
“An Act to recognize the high public service rendered by Major 
Walter Reed and those associated with him in the discovery of the 
cause and means of transmission of yellow fever,” approved February 
28, 1929, by including therein the name of Roger P. Ames. The 
Secretary of Defense has de legated to the Department of the Army the 
responsibility for the preparation of a report. 

Inasmuch as Dr. Ames has been dead for many years, the only effect 
of adding his name to the roll of honor at this time would be the receipt 
by his widow of a special gold medal from the Treasury Department. 

Available evidence indicates that while serving as a contract 
surgeon (and later as a captain of volunteers and Assistant Surgeon) 
and subsequent to being placed upon temporary duty with the Yellow 
Fever Board, Dr. Ames, because of his previous experience and training 
in tropical diseases, particularly yellow fever, was placed in charge of 
all the yellow fever experimental cases and that his handling of these 
cases (all of whom recovered from the disease) may be considered 
a significant contribution to the success of the experiments. 

In view of the foregoing, the Department of the Army, on behalf of 
the Department of Defense, would now recommend that legislation of 
the type referred to above be favorably considered. 

The enactment of such a measure would not involve any increase in 
the budgetary requirements of the Department of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wixser M. Brucker, 
Secretary of the Army. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed herewith in roman type the text 
of existing law in which no change is made, and new matter is printed 
in italics. 

EXISTING LAW 


Act or 28 Frsruary 1929 (Cu. 381, 45 Siat. 1409), as AMENDED 
By Pustic Law 487 oF THE 84TH CONGRESS 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That in special recognition of 
the high public service rendered and disabilities contracted in the 
interest of humanity and science as voluntary subjects for the experi- 
mentations during the yellow-fever investigations in Cuba, the 
Secretary of War be, and he is hereby, authorized and directed to 
publish annually in the Army Register a roll of honor on whicb shall 
be carried the following names: Walter Reed, James Carroll, Jesse W. 
Lazear, Aristides Agramonte, Roger P. Ames, James A. Andrus, John 
R. Bullard, A. W. Covington, William H. Dean, Wallace W. Forbes, 
Levi E. Folk, Paul Hamann, James F. Hanberry, Warren G. Jeregan, 
John R. Kissinger, John J. Moran, Gustaf E. Lambert, William Olsen, 
Charles G. Sonntag, Clyde L. West, Dr. R. P. Cooke, Thomas M. 
England, James Hildebrand, and Edward Weatherwalks, and to 
define in appropriate language the part which each of these persons 
played in the experimentations during the yellow-fever investigations 
in Cuba; and in further recognition of the high public service so 
rendered by the persons hereinbefore named, the Secretary of the 
Treasury is authorized and directed to cause to be struck for each of 
said persons a gold medal with suitable emblems, devices, and in- 
scriptions, to be determined by the Secretary of the Treasury, and to 
present the same to each of said persons as shall be living aad post- 
humously to such representatives of each of such persons as shall have 
died, as shall be designated by the Secretary of the Treasury. For 
this purpose there is hereby authorized to be appropriated the sum of 
$5,000; and there is hereby authorized to be appropriated, out of any 
money in the Treasury not otherwise appropriated, such amounts 
annually as may be necessary in order to pay to the following-named 
persons during the remainder of their natural lives the sum of $200 
per month, and such amount shall be in lieu of any and all pensions 
authorized by law for the following-named persons: Private Paul 
Hamann; Private John R. Kissinger; Private William Olsen, Hospital 
Corps; Private Charles G. Sonntag, Hospital Corps; Private Clyde 
L.. West, Hospital Corps; Private James Hildebrand, Hospital Corps; 
Private James A. Andrus, Hospital Corps; Mr. John R. Bullard; Dr. 
Aristides Agramonte; Private A. W. Covington, Twenty-third 
Battery, Coast Artillery Corps; Private Wallace W. Forbes, Hospital 
Corps; Private Levi E. Folk, Hospital Corps; Private James F. 
Hanberry, Hospital Corps; Dr. R. P. Cooke; Private Thomas M. 
England; Mr. John J. Moran; Mr. Gustaf E. Lambert; and the widow 
of Private Edward Weatherwalks. 
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SdTH CONGRESS SENATE REPORT 
2d iN¢ Ssion No ° 2494 


DESIGNATING DICKINSON L AKE ON HEART RIVER, 
NX. DAK., AS “EDWARD ARTHUR PATTERSON LAKE?” 


AuGcust 22, 1958.—Ordered to be printed 


Mir. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
(To accompany 8. J. Res. 179] 


The Committee on Public Works, to en was re ferred the joint 
resolution (S. J. Res. 179) to cle nate » lake to be formed by the 
vaters impounded | 1\ the Dickinson Dam ir thet State of North Dakota 
as “Edward Arthur Patterson Lake,” having considered the same, 
report favorably thereon without amendment and dees that 
the joint resolution do pass. 

PURPOSE 

The purpose of Senate Joint Resolution 179 is to designate the 
reservoir formed by Dickinson Dam on the Heart River, N. Dak 

Edward Arthur Patterson Lake,’ and any law, regulation, map, 
document, record, or other paper of the United States in which such 
dam is designated or referred to under any other name or designation 


shall be held to refer to such reservoir as the “Edward Arthur 


Patterson Lake.” 
GENERAL STATEMENT 
The Diekinson Dam is located on the Heart River about 2 mile 
southwest of Dickinson, Stark County, N. Dak. The dam was 
completed in 1950 by the Bureau of Reclamation, for wrigation, flood 


control, and water supply purposes. The dam is 62 feet high, about 
2 300 feet long, and the reservoir formed has a capacity of 16,500 


acre-feet. 

Senate Joint Resolution 179 would designate the reservoir formed by 
the Dickinson Dam as the “Edward Arthur Patterson Lake,” in honor 
of Edward Arthur Patterson, now deceased, a former resident of Dick- 
inson, a pioneer and civic-minded citizen, who spent considerable time 
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and effort in promoting and furthering the Dickinson Dam and in 
obtaining its authorization. 

During the drought vears of the 1930’s Mr. Patterson conceived the 
idea of locating a source of water supply for the municipality of 
Dickinson, and made a personal survey and investigation of the site 
later selected by the Bureau of Reclamation for the Dickinson Dam. 

After completion of the project Mr. Patterson was instrumental 
in the development of park and recreational areas in and around the 
reservoir for the young people of the area, and for anv improvements 
that would make Dickinson a more desirable place to live. 


RECOMMENDATIONS 


The committee believes it fitting and proper to name this lake after 
an outstanding former citizen of Dickinson, who sacrificed much time 
and effort in the fulfillment of his dream, which is now a reality and 
providing many benefits to the residents of the area 

The committee has been advised that this proposed legislation has 


been heartily endorsed by the citizens of the area, civic groups, and 
received a resolution from the board of Cit\ commissioners of ihe City 
of Dickinson urging the adoption of Senate Joint Resolution 179. 

The committee believes it advisable to adopt the full name of 
‘Edward Arthur Patterson” as the name for this reservoir, in order 
that there be no question as to the specie person for whom the 
reservoir is named, and that the lake itself bear the full hame, rather 
than just the park and recreational areas, as Mr. Patterson was 
instrumental in forwarding the development of the entire project. 

A letter from the Secretary of the Army commenting on this resolu 
tion is as follows: 


DEPARTMENT OF THE Army, 
July 25, 1958. 
Hon. Dennis CHAVEZ, 
Chairn an, Cloommittee on Pp thlic Wor! 8. 
United States Senate. 

DEAR Mr. CHAIRMAN: Reference Is made Lo your reque sI for the 
views of the Department of the Army with respect: to senate Joint 
Resolution 179, 85th Congress, a resolution to designate the lake to 
be formed by the waters impounded by the Dickinson Dam in the 
State of North Dakota as “Edward Arthur Patterson Lake.” 

It is understood that the Dickinson Dam is a Bureau of Reclama 
tion project. The resolution does not pertain to a project under the 
jurisdiction of this Department and accordingly ho opinion IS @X- 
pressed concerning the propriety of its enactment 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Witper M. Brucker, 
Secretary of the Army. 
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85TH Concress SENATE ReEPoRT 
2d Session j No. 2495 


INDEPENDENT OFFICES APPROPRIATION BiWdye}§9, y 
OF MICHIGAN 
SEP 16 1958 


Auaust 22, 1958.—Ordered to be printed 
MAIN 
READING ROOM 


Mr. Maanuson, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H. R. 13856] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 13856) making appropriations for sundry independent executive 
bureaus, boards, commissions, corporations, agencies, and offices, for 
the fiscal year ending June 30, 1959, and for other purposes, report 
the same to the Senate with various amendments and present here- 
with information relative to the changes made. 


Amount of bill as passed House______--_- wsu--~~ $5, 903; 404, 900 


Amount of decrease by Senate committee________- 110, 052, 000 


Amount of bill as reported to Senate__._____ 6, 103, 456, 900 
Amount of appropriations, 1958___.......-...-.-. 5,714, 905, 402 
Amount of regular and supplemental estimates, 1959. 6, 171, 270, 500 
The bill as reported to the Senate: 
Under the estimates for 1959_ __ 67, 813, 600 
Over the appropriations for 1958 _ ho 388, 551, 498 
PuRPOSE OF THE Bit 
The President vetoed H. R. 11574, a bill making appropriations for 
sundry independent offices, on August 4, 1958, and in House Document 
No. 429 stated as the reason for withholding his approval the action 


of the Congress in appropriating $589 million to the civil service retire- 
ment and disability fund. In the new bill passed by the House and 
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agreed to by the committee the payment to the retirement fund has 
been deleted in view of the President’s objections. 

The House has added $100,000 for the Office of the Administrator, 
General Services Administration, to finance the provisions of S. 607, 
the Presidential retirement bill, which was adopted by the Congress 
on August 21, 1958. 

All other items in the bill are identical with those previously ap- 
proved by the Congress in H. R. 11574, and the effect of statements 
of congressional action on items contained in House Report No. 1543, 
Senate Report No. 1656, House Conference Report No. 2237, and 
other legislative history of H. R. 11574 are therefore equally applicable 
to the items contained in this bill. 


Civit SERVICE RETIREMENT AND Disapitiry Funp 


In agreeing to the inclusioa of language which would require that 
before any increase in annuity benefits or any new annuity benefits 
are paid there must first be an appropriation made to the retirement 
fund to cover the increased costs of such benefits to prevent an imme- 
diate increase in the unfunded accrued liability of the fund, the com- 
mittee again lays emphasis upon the recommendations stated in 
previous reports. 


GENERAL SERVICES ADMINISTRATION 
OFFICE OF THE ADMINISTRATOR 


5S. 607, as adopted by the Congress on August 21, 1958, provides 
for a monetary allowance of $25,000 per annum, payable monthly, for 
each former President of the United States, as well as for an office 
staff, suitable office space and free postage, and provides for a pension 
of $10,000 per annum to the widow of any former President of the 
United States. The committee agrees with the House allowance of 
$100,000 to be available for the purposes of the new law, with « vovision 
for transfer to the Secretary of the Treasury of the sums necessary to 
pay the monetary allowances and the pensions as authorized. Thus, 
the requirements under the new law for payments, staff, space, etc., 
can be reported from one agency. 


SUMMARY OF THE BILL 


The total appropriations recommended for the new independent 
offices bill are $5,993,404,900. Revised budget estimates for that 
purpose considered by the committee are $5,927 ,060,500. 
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In addition, the committee considered supplemental estimates and 
recommended appropriations in title IV, as follows: 


| | 
Docu- | {Supplemental} Amount 
ment Appropriation item estimate jrecommended 
No. 


oneal South Carolina-Georgia-Alabama-Florida and Texas Water Study 

| Commissions. -. wah om ‘ iio ini ivasin eslanataboie steal acdameeisioadta ed adele $100, 000 
Veterans’ Administration: Inpatient care ii bitin hls $1, 802, 000 1, 802, 000 
S. 117 | Department of Labor: Bureau of Employment Security: Unem- 
ployment compensation for Federal employees............---..-- 1 66, 000, 000 Language 
S. 7 | Department of Health, Education and Welfare: 
Office of Education 


t 
= 








Defense CGientintial ROtiWItiOG a cin cn dcccevcwccccccccccces 117, 200, 000 53, 300, 000 

Salaries and expenses ma eo + sabe 2, 100, 000 750, 000 

one Office of the Secretary: White House Council on Aging f 0 100, 000 
failed all Treasury Department: Bureau of the Mint: Salaries and expenses 

(language for medal ’ ee ee eae 0 Language 

8S. 117 | Post Office Department: Transportation_.....................-..--| 54,000, 000 54, 000, 000 

Total : a Pedake : Liete woo-u---| 244,210,000 110, 052, 000 





! Plus transfer, $10,700,000. 


The total amount recommended in the bill is $6,103,456,900. The 
total amount of revised budget estimates is $6,171,270,500. 


TITLE IV 


ADDITIONAL SUPPLEMENTAL APPROPRIATIONS, INDE- 
PENDENT OFFICES 


SourTH Caro.iIna-GEorGIa-ALABAMA-FLORIDA AND TExAS WATER 
Stupy COMMISSIONS 


S. 4021 establishes a United States Study Commission on the 
Savannah-Altamaha, Saint Marys, Apalachicola-Chattahoochee, and 
Perdido-Escambia River Basins and intervening areas, to be composed 
of 11 members; 1, who shall serve as chairman, shall be a resident of 
the area; 6 members, 1 each from the Department of the Army, the 
Department of Commerce, the Department of Health, Education, 
and Welfare, the Department of Agriculture, the Department of the 
Interior, and the Federal Power Commission; and 4 members, 1 from 
each of the following States: South Carolina, Georgia, Florida, and 
Alabama. The Commission is charged with the responsibility of 
formulating a comprehensive and coordinated plan for the develop- 
ment, conservation, and utilization of the land and water resources 
of the area. 

H. R. 12216 establishes the United States Study Commission on 
the Neches, Trinity, Brazos, Colorado, Guadalupe-San Antonio, 
Nueces, and San Jacinto River Basins. The Commission would be 
composed of 14 members appointed by the President; 1 member, who 
shall serve as chairman, shall be a resident of the area; 6 members, 
| each from the Department of the Army, the Department of Com- 
merce, the Department of Health, Education, and Welfare, the 
Department of Agriculture, the Department of the Interior, and the 
Federal Power Commission; and 7 members from the principal river 
basins of the area, namely, the Neches, Trinity, Brazos, Colorado, 
Guadalupe-San Antonio, Nueces, and San Jacinto Basins. The 
Commission is charged with the responsibility of formulating a com- 
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prehensive and coordinated plan for the development, conservation, 
and utilization of the land and water resources of the area. 

_— of these bills has passed both the House and Senate and 
they have been presented to the President for signature. 

The committee recommends $50,000 for necessary expenses of each 
of these Commissions and has included language providing that these 
appropriations shall be effective only upon enactment into law of 
S. 4021 and H. R. 12216. 


VETERANS’ ADMINISTRATION 
INPATIENT CARE 


The committee recommends an additional amount for “Inpatient 
eare”’ of $1,802,000. The additional amount is to provide for direct 
appropriation financing of care and treatment of beneficiaries for which 
the Government is to be subsequently reimbursed from non-Federal 
sources. The committee understands that the Veterans’ Administra- 
tion hag had considerable difficulty in accurately estimating reimburse- 
ments, which in previous years had offset like amounts in appropria- 
tions, due to the denial of their liability by many private insurance 
companies based on recent court decisions. 

The amount of $3,400,000 included under this head in the supple- 
mental appropriation bill for 1959 was provided for a different 
purpose, being to continue to finance in 1959 the wage board employee 
pay increases granted in 1958. 


DEPARTMENT OF LABOR 


UNEMPLOYMENT COMPENSATION FOR VETERANS AND FEDERAL 
EMPLOYEES 


There has heretofore been appropriated for fiscal roar 1959 for 
unemployment compensation for veterans as authorized by title 1V 
of the Veterans Readjustment Assistance Act of 1952, $56,700,000, 
and for unemployment compensation for Federal e mployec es as author- 
ized by title XV of the Social Security Act, as amended, $64,100,000, 
a total of $120,800,000, and the committee ae the merging 
of these 2 accounts into a single one titled ““Unemployment Compen- 
sation for Veterans and Federal Employees.” 

Congress has approved H. R. 11630 to further amend title XV 
the Social See . Act, providing additional benefits for veterans 
effective November 1, 1958. It is estimated that there will be required 
additional funds in tbe amount of $66,700,000 for the payment of 
these benefits in fiscal year 1959. The funds available in the proposed 
merged account, however, will be sufficient to finance the program 
until the convening of the 86th Congress, at which time consideration 
can be given to the need for additional funds. 
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OFFICE OF EDUCATION 


DEFENSE EDUCATIONAL ACTIVITIES 


Supplement al estimate _ - - a mba wipe ae Spee $117, 200, 000 
Committee recommendation _ _. s deat ieee mies 53, 300, 000 


The committee recommends $53,300,000, a re idle ‘tion of $63,900,000 
from the original estimate, but a sum sufficient to finance this new 
program until the convening of the 86th Congress. 

The National Defense Education Act as approved by the Congress 
would authorize appropriations totaling $887,900,000 over the 4 fiscal 
years ending June 30, 1962, of which $182,800,000 would be required 
for fiscal year 1959. 

SALARIES AND EXPENSES 


L958 appropriation : $ 


_.. $7, 000, 000 
1959 regular appropriation __- sauone” ty OOO, COU 
Supplemental estimate ; neon. 2100, ee 
Committee recommendation _ - a 750, 000 


The committee recommends $750,000, a <eilinsiddit of $1,350,000 
from the estimate, but a sum sufficient for the administration of the 
National Defense Education Act until the 86th Congress can consider 
a supplemental estimate. 


OFFICE OF THE SECRETARY 
WHITE HOUSE COUNCIL ON AGING 


The committee recommends approval of $100,000 for necessary 
expenses preparatory to a White House Conference on Aging as au- 
thorized by H. R. 9822, 85th Congress, passed by the Congress on 
August 19, 1959 


TREASURY DEPARTMENT 
BUREAU OF THE MINT 
SALARIES AND EXPENSES 


The committee has included language in the bill which provides 
that not to exceed $2,500 of the appropriation granted under this 
head for fiscal year 1959, shall " available for the purposes of sec- 
tion 1 of the joint resolution (S. J. Res. 201), authorizing the Chair- 
man of the Joint Committee on oo Energy to confer a medal on 
Rear Adm. Hyman George Rickover, United States Navy. 


Post Orrick DEPARTMENT 
TRANSPORTATION 


The committee recommends —— of the supplemental 
estimates of $23,000,000 for fiscal year 1957 and $31,000,000 for fiscal 
year 1958 as requested in Senate Doc ument No. 117. The supple- 
ment#l amounts recommended under this head are to provide for the 
payment of increased rail costs resulting from the Interstate Com- 
merce Commission approval of an adjustment in rates for eastern 
railroads. 
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Calendar No. 2560 


85TH CONGRESS SENATE § Report 
Id Ne 8sion INO. 2496 





AMENDING TITLE 32 OF THE UNITED STATES CODE TO PERMIT 
THE APPOINTMENT OF THE ADJUTANT GENERAL OF PUERTO 
RICO AS PROVIDED BY THE LAWS OF THE COMMONWEALTH OF 
PUERTO RICO 


Avucusr 22, 1958.—Ordered to be printed 


— 


Mr. Jonson of Texas, from the Committee on Armed Services, 
submitted the following 


REPORT 
[To accompany 8. 4129] 


The Committee on Armed Services to whom was referred the bill 
(S. 4129), to amend title 32 of the United States Code to permit the 
appointment of the adjutant general of Puerto Rico as provided by 
the laws of the Commonwealth of Puerto Rico, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


This bill would repeal the provision of law that authorizes the Presi- 
dent to appoint the adjutant general of Puerto Rico. Under the laws 
of Puerto Rico the adjutant general would be appoimted by its 
Governor. 

EXPLANATION 


In 1954, the Legislative Assembly of Puerto Rico passed a law 
relating to the National Guard in Puerto Rico. It provided that the 
Governor, with the advice and consent of the Senate of Puerto Rico, 
should appoint the adjutant general. 

In 1956, Congress codified the Federal statutes relating to the Na- 
tional Guard. In the codification, express reference to Puerto Rico 
was inserted for the first time, because the general language relating 
to Territories no longer applied to Puerto Rico which had acquired 
Commonwealth status in 1952. 

The conflict which thereby arose between the Federal law as codified 
and the Puerto Rican statutes was unnoticed until the retirement of the 
adjutant general of Puerto Rico in 1957. Since that time, and pend- 
ing clarification of the statutory situation, the post of Adjutant 
General has not been filled, and an acting adjutant general is serving. 

20006 





2 APPOINTMENT OF THE ADJUTANT GENERAL OF PUERTO RICO 

The Governor of the Commonwealth is elected by the people and 
not appointed by the President, as is the case in the Territories, and, 
generally, the Commonwealth of Puerto Rico has a full measure of 
local self-government. 

The Governor appoints all other officers of the National ee he 
fixes the locations of the units, and he has the right to use the National] 
Guard within the borders of Puerto Rico in time of peace. These 
powers are fully implemented by provisions in the Constitution of the 
Commonwealth of Puerto Rico and the statutes of the Common- 
wealth. 


COS! 


Enactment of this bill will not result in any increased cost to the 
Government. 
DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Acting Secretary of the Army dated August 20, 1958, indicating 
that neither the Department of the Army nor the Bureau of the 
Budget objects to the bill. 


DEPARTMENT OF THE Army, 
Washington, ). i. August ZU, 1958. 
Hon. Ricwarp B. Russet, 
Chairman. C'ommittee on Armed Ne rvice ae. 
l'nited States Senate. 

Dear Mr. CHarrMan: Reference is made to your anger: to the 
Secretary of Defense for the views of the Department of Defense 
with respect to S. 4129, 85th Congress, a bill to amend title 32 of the 
United States Code to permit the appointment of the adjutant general 
of Puerto Rico as provided by the laws of the Commonwealth of 
Puerto Rico. The Secretary of Defense has delegated to the Depart- 
ment of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of the bill is to remove the present legal requirement 
that the adjutant general of Puerto Rico shall be appointed by the 
President. This would permit the Governor of Puerto Rico to appoint 
the adjutant general of the Commonwealth as provided by its laws. 

The Department of the Army, on behalf of the Department of 
Defense, has no objection to the above-mentioned bill. 

The enactment of this legislation will cause no increase in the 
budgetary requirements for the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with proce ‘dures prescribed by the Secretary of Defense. 

The Bureau of the Budget sige that there is no obje ction to the 
submission of this report to the Congress. 

Sincerely yours, 
Hucu M. Mirron II, 
Acting Secretary of the Army. 





DEPOSITED BY THE 


UNITED STATES OF AMERICA 


APPOINTMENT OF THE ADJUTANT GENERAL OF PUERTO RICO 3 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate there is printed herewith in roman type existing 
law in which no change is proposed; and in black brackets existing law 
proposed to be omitted. 


Section 314, Tirte 32, Unirep Sratres Copr 


(a) There shall be an adjutant general in each State and Territory, 
Puerto Rico, the Canal Zone, and the District of Columbia. He shall 
perform the duties prescribed by the laws of that jurisdiction. 

(b) The President shall appoint the adjutant general of each Terri- 
tory [, Puerto Rico], the Canal Zone, and the District of Columbia 
and prescribe his grade and qualifications. To be eligible for appoint- 
ment as adjutant general of a Territory [, Puerto Rico], or the Canal 
Zone, a person must be a citizen of that jurisdiction. 

The President may detail as adjutant general of the District of 
(Columbia any retired commissioned officer of the Regular Army or 
the Regular Air Force recommended for that detail by the command- 
ing general of the District of Columbia National Guard. An officer 
detailed under this subsection is entitled to the basic pay and allow- 
ances of his grade. 

(d) The adjutant general of each State and Territory, Puerto Rico, 
the Canal Zone, and the District of Columbia, and officers of the 
Masons! Guard, shall make such returns and reports as the Secretary 
of the Army or the Secretary of the Air Force may prescribe, and shall 
make those returns and reports to the Secretary concerned or to any 
officer designated by him. Each Secretary shall send with his annual 
report to Congress an abstract of the returns and reports of the adju- 
tants general and such comments as he considers necessary for the 
information of Congress. 
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pEPosiTe® BY THE 
UNITED STATES OF AMERICA 


LETTER OF SUBMITTAL 


Avaust 18, 1958. 
Hon. Ricnarp B. Russet, 
Chairman, Senate Committee on Armed Services, 
Washington, D. C. 

Drar SENATOR Russett: There is submitted herewith the report 
of the Subcommittee on the Operation of Article VII of the NATO 
Status of Forces Treaty, covering the period from December 1, 1956, 
through November 30, 1957. 

The subcommittee recommends that the full committee adopt this 
report. 

Sincerely yours, 
Sam J. Ervin, Jr., 
Chairman, Subcommittee on the Operation of Article VII, 
NATO Status of Forces Treaty. 
ir 
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Avuaeust 23, 1958.—Ordered to be printed with illustrations 





Mr. Ervin, from the Committee on Armed Services, submitted 
the following 


REPORT 


PURPOSE OF THE SUBCOMMITTEE 


This subcommittee, consisting of Senator Ervin, chairman, and 
Senator Flanders, was appointed for the purpose of reviewing on & 
periodic basis the operation of article VII of the NATO Status of 
Forces Agreement, as well as the other jurisdictional arrangements 
with forei ign countries concerning American troops. Article VII 
recognizes ‘the criminal jurisdiction of countries operating under the 
agreement over members of the military and civilian components of a 
sending state who commit nonduty civilian type offenses while sta- 
tioned in the host country against other than persons subject to United 
States Law. 

This report represents a continuation of the periodic subcommittee 
reviews of this matter. 


PERIOD COVERED BY THE REPORT 


The data in the report covers the 12-month period from December 

1956, through November 30, 1957, which is the annual reporting 
period established by the Department of Defense on the worldwide 
operation of the jurisdictional arrangements. The statistical in- 
formation in this report was received from the representatives of the 
Office of the Secretary of Defense and from the Army Judge Advocate 
General, the latter being charged with monitoring foreign jurisdic- 
tional arrangements over American servicemen in all the services. 


SUBCOMMITTEE EXAMINATION LIMITED TO OPERATION OF THE ARRANGE- 
MENTS—NO REVIEW OF SUBSTANTIVE POLICY QUESTIONS 


The scope of this report, as in the previous ones, is limited to the 
operation of the criminal jurisdictional arrangements with the foreign 
countries and the effect of the exercise of such arrangements on the 
morale and efficiency of the troops serving in those nations. 

1 








2 ARTICLE VII, NATO STATUS OF FORCES TREATY 


The treaty has been ratified by the Senate. Since the task assigned 
to it did not contemplate such action on its part, the subcommittee 
did not consider the constitutionality of the treaty. Moreover, the 
subcommittee made no attempt to determine whether it is wise or 
unwise, as a matter of national policy, for the United States to enter 
into reciprocal arrangements which recognize the exercise of criminal 
jurisdiction of foreign countries where United States troops are 
stationed. Any reexamination of the broad policy questions would 
properly come before the Senate Foreign Relations Committee which 
has the sole committee responsibility for considering matters of this 
nature. 

VIEW OF THE SUBCOMMITTEE 


It is the view of the subcommittee that generally the criminal 
jurisdictional arrangements regarding United States troops abroad 
have operated satisfactorily and have not adversely affected during 
the reporting period the morale and discipline of our forces, nor have 
they had a detrimental effect on the accomplishment of our military 
missions in the various countries. 

In a limited number of countries, however, the United States mili- 
tary officials have pointed out special problems that have arisen in 
connection with the exercise of jurisdiction by the foreign countries 
concerned. In France the rc Force commander in his re port stated 
that the combined trial of criminal and civil actions, which is permis- 
sible under French law, caused some resentment among Air Force 
personnel. The commander further stated that there have been some 
cases of excessive pretrial confinement of accused personnel by French 
authorities with the resulting harmful effects on morale. The De- 
partment of Defense is considering possible arrangements which would 
result in judicial recognition by the French courts of a service com- 
mander’s request to retain custody of the personnel involved pending 
adjudication of his case. 

In Greece the Air Force commander reports that the problem has 
arisen as to the custody of United States personnel involved in 
incidents, particularly automobile accidents. In several cases United 
States personnel have been detained by Greek authorities until they 
made statements. The Department of Defense is taking steps 
designed to result in a favorable working agreement with the Greek 
authorities on this matter. 

In Italy the service commanders note that while the overall situa- 
tion is satisfactory, there are certain specific problems which have 
not been completely resolved. There is somewhat of a delay in the 
disposition of cases by the Italian judicial authorities. In addition, 
the waiver rate in Italy remains low in comparison with most other 
NATO Status of Forces countries. The Department of Defense re- 
ports that both American military officials and the Italian executive 
authorities are making every effort to improve the situation. 

It should be emphasized that in all the countries mentioned above 
the commanders note that there has been no noticeable impact on the 
accomplishment of the military mission because of the various juris- 
dictional questions. 

It might be noted that with respect to Japan the Army commander 
stated specifically that the case of William S. Girard had no marked 
impact upon the assigned mission of his command or upon the morale 
and discipline of his forces. 
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ANALYSIS OF OFFENSES 
Number 

The chart below, submitted by the Department of Defense, sets 
forth worldwide and for the NATO Status of Forces countries the 
offenses subject to foreign jurisdiction and their ultimate disposition 
during the period December 1, 1956, and November 30, 1957. 

It might be noted that worldwide there were 13,979 offenses allegedly 
committed by United States personnel subject to the jurisdiction of 
foreign courts. Of this number 7,704 were committed in the NATO 
Status of Forces countries. 


EXERCISE OF CRIMINAL JURISDICTION BY 


FOREIGN TRIBUNALS OVER UNITED STATES 
PERSONNEL 


| DECEMBER 1956 30 NOVEMBER 1957 
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The total offenses committed worldwide were slightly less than total 
worldwide for the previous reporting period, which was 14,394. It 
might be noted, however, that with respect to the NATO Status of 
Forces countries there were slightly more committed in these countries 
as compared to the preceding period (7,704 as compared to 7,460). 
Comparison of offenses with waivers and numbers of trials 

During the reporting period, of the 13,979 offenses, only 4,980 (or 
35.64 percent) of the cases were tried by the foreign countries. In the 
NATO countries, 3,139 (or 40.74 percent) were tried. 

Waivers were obtained worldwide in 60.83 percent, or 8,499 cases. 
In the NATO Status of Forces countries waivers were obtained on 
55.27 percent, or 4,095 cases. 

Worldwide the percentage of cases in which waivers were obtained 
was slightly less in the period covered by this report than in the 
period covered by the previous reporting period (60.83 percent in 
this period as compared to 66.79 percent in the last reporting period). 
In the NATO Status of Forces countries there was a slight increase 
in the latest reporting period (55.27 percent as compared to 54.89 
percent for the preceding period). 

It might be noted that during the reporting period there were in 
Japan 4,104 cases subject to jurisdiction of the Japanese courts. Of 
this total waivers were granted on 3,969, or 96.71 percent of the cases 
involved. 

High degree of traffic offenses 

It is significant to note the high degree to which traffic cases con- 
stituted the offenses subject to foreign jurisdiction and those in which 
jurisdiction was exercised. Out of the 13,971 worldwide offenses, 
9,161, or 66 percent, involved traffic violations. In the NATO coun- 
tries, out of 7,704 offenses, 5,683, or 74 percent, were traffic violations. 
Worldwide, out of a total of 4,980 trials of American personnel, 3,384, 
or 68 percent, were for traffic violations. In the NATO countries, 
out of a total of 3,139 trials of American personnel, 2,359, or 75 percent, 
were for traffic violations. 

Number of United States personnel receiving unsuspended sentences to 
confinement 

During the reporting period 124 Americans worldwide, representing 
less than 1 percent of the offenses subject to foreign jurisdiction, 
received sentences to confinement which were not suspended. In 


the NATO Status of Forces countries, 75 Americans, representing 
about 1 percent of the offenses in those countries, received unsus- 
pended sentences to confinement. The charts below compare the 
length of the sentences and the number of persons involved with that 
of the offenses for the previous reporting period. 
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Types of offenses and terms of confinement 

As of November 30, 1957, there were 67 Americans confined in 
foreign jails or institutions as a result of sentences by foreign courts. 
The chart which appears on page 7 indicates the number of people 
involved with respect to (1) the terms of the various confinements, 
and (2) the types of offenses for which they were confined. 

The chart which appears on page 8 indicates at 6-month intervals 
from May 31, 1955, through November 30, 1957, the number of United 
States personnel confined as of those particular dates pursuant to 
sentences of foreign courts. 


SUMMARY OF WORLDWIDE ARRANGEMENTS FROM DECEMBER 1, 1953 
THROUGH NOVEMBER 30, 1957 


The two charts which appear on page 9 indicate (1) the summary 
of cases subject to foreign jurisdiction “worldw ide, those tried, and the 
number of unsuspended sentences to confinement; and (2) a break- 
down by nations of the NATO Status of Forces countries, setting forth 
the information referred to above. 
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TREATMENT RECEIVED BY CONFINED AMERICANS 


Under Department of Defense procedures Americans confined in 
foreign penal institutions are visited at least every 30 days by United 
States authorities. During the visits the conditions of confinement 
as well as other matters pertaining to the prisoner’s health and welfare 
are observed. If it should appear that one of the confined Americans 
is being mistreated or that the conditions of his confinement are sub- 
standard, and corrective action is not secured from the local authori- 
ties, the case must be referred to the United States diplomatic mission 
concerned for appropriate action. During the period covered by this 
report no deficiencies in the penal institutions were reported where 
United States forces are confined. The Department of Defense 
advises that in over 4 years of operation under the NATO Status of 
Forces Agreement and similar arrangements no case has arisen re- 
quiring diplomatic action. 


REPORTS TO THE SENATE AND HOUSE COMMITTEES ON ARMED SERVICES 


The cognate resolution adopted by the Senate when it agreed to the 
Status of Forces Agreement provided that reports would be made 
through channels to the Committees on Armed Services of the Senate 
and House in instances where it appears to the United States com- 
mander that the American involved would be deprived of a fair 
trial or did not receive any of the procedural rights enumerated 1 
the treaty. 

The Department of Defense on July 29 reported one case for the 
entire reporting period under the provisions of the cognate resolution. 
The case arose in France and involved an Air Force lieutenant, 
W orn G. Roberts. The case was reported to the committees 
because the United States trial observer reported that the accused 
was denied the services of a competent interpreter. (This is one of 
the rights guaranteed the ae under paragraph 9 (f) of the NATO 
Status of Forces Agreement. 

The United States military commander in France investigated the 
case and ascertained that despite the fact that the interpreter was 
inadequate the president of the French court recognized the inade- 
quacy and permitted the Air Force interpreter who accompanied the 
trial observer to assist by translating certain phrases which the court 
interpreter could not translate. 

In this case the accused American received a suspended sentence. 
No appes al was taken by the accused, apparently for the reason that he 
did not wish to jeopardize the suspended sentence. Since no appeal 
was taken, no further action was taken with respect to the inadequacy 
of the official interpreter. The Department of Defense advised, 
however, that as an outcome of this case discussions with the French 
Ministry of Justice led to permission by the French to utilize United 
States-supplied interpreters when available for trials and also for 
audiences before the judge of instruction. 
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AUTHORITY FOR EMPLOYMENT OF LOCAL COUNSEL IN FOREIGN COURTS 


a 


Under Public Law 777 (84th Cong., July 24, 1956) the Secretaries 
of the military departments were authorized to pay counsel fees, court 
costs, bail, and other expenses incident to the representation before 
foreign courts of United States personnel subject to the Uniform Code 
of Military Justice. The purpose of this legislation was to assure that 
a serviceman accused of a serious offense might obtain local competent 
counsel of his own choice regardless of his own financial condition at 
the time. 

The Department of Defense indicated that the use of this legislative 
authority has been of great assistance in assuring that American 
servicemen tried before foreign tribunals are provided competent 
representation and that their rights are protected. During the period 
of this report (December 1, 1956—November 30, 1957) a total of 
$55,683.67 has been expended under this legislation, with an average 
expenditure of $245.30 per case. 

The chart below sets forth in detail the expenditures under this 
authority. 


Expenditures in implementation of Public Law 777, 84th Cong., Dec. 1, 1956, to 
Nov. 30, 1957 


Net total 


Number | Counsel Bail Court paid A verage 
of cases fees costs during per case 
period 
Lu Arm 1 $57. 89 ‘ $57. 89 $57. 89 
Bermud Air I l 176. 57 176. 57 176. 57 
} rane 
Arm )] 1, 667. 10 - 1, 667. 10 79. 39 
Air Force 16 | 1,545, 27 1, 545. 27 96. 58 
, Air Fores d 2 767. 00 767. 00 383. 50 
Iceland: Air Fores 3 214. 64 214. 64 71. 55 
Italy 
‘Arm 12 | 2,568.00 2, 568. 00 214. 00 
Navy 7 416. 00 $5, 680 6, 096. 00 870. 86 
Air Force 4 1,681.00 240 1, 921. 00 480, 25 
\ 43 | 7,125.00 $733. 72 | 7, 858. 72 182. 76 
Air Force 36 | 6,151.00 418.82 | 6, 569. 82 182. 50 
Libya: Air Force l 1 140 | ( 
Luxembourg 
Army ] 50. 00 50. 00 50. 00 
Air Force 5 258. 40 258. 40 51.68 
Mexico: Navy 2 24. 00 24. 00 12.00 
Morocco: Air Fores 5 417. 44 p 471.44 94, 29 
Panama 
Army 10 900. 00 11, 200 161. 24 |'1, 061. 24 106, 12 
Air Force 2 200. 00 21,500 1, 200. 00 600. 00 
Philippine Air Foree 3 262. 50 262. 50 87.50 
lurkey 
Army 1 173. 91 173. 91 173. 91 
Air Fores 13 | 2,678, 00 3, 131 5, 809. 00 446. 85 
United Kingdom: 
Army 8 | 2,285. 27 2, 285. 27 285. 66 
Air Force 30 |14, 645. 90 14, 645. 90 488. 20 
Total... 227 |44,294.89 | 10,051 | 1,337.78 |55, 683. 67 245. 30 


Bail refunded 
$500 bail refunded 
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Text or ARTICLES I AND VII anp CoGNnaTE ReEso.uutTion oF NATO 


Status oF Forces TREATY 
ARTICLE I 


In this Agreement the expression 

(a) ‘‘foree’’ means the personnel belonging to the land, sea, or 
air armed services of one Contracting Party when in the territory 
of another Contracting Party in the North Atlantic Treaty area 
in connexion with their official duties, providing that the two 
Contracting Parties concerned may agree that certain individuals, 
units or formations shall not be regarded as constituting or in- 
cluded in a “force” for the purposes of the present Agreement; 

(b) “civilian component” means the civilian personnel accom- 
panying a force of a Contracting Party who are in the employ of 
an armed service of that Contracting Party, and who are not 
stateless persons, nor nationals of any State which is not a party 
to the North Atlantic Treaty, nor nationals of, nor ordinarily 
resident in, the State in which the force is located; 

(c) “dependent”? means the spouse of a member of a force or 
of a civilian component, or a child of such member depending on 
him or her for support; 

(d) “sending State’? means the Contracting Party to which the 
force belongs; 

(e) “receiving State’’ means the Contracting Party in the terri- 
tory of which the force or civilian component is loc ated, whether 
it be stationed there or passing in transit; 

(f) “‘military authorities of the se nding State’? means those 
authorities of a sending State who are empowered by its law to 
enforce the military law of that State with respect to members of 
its forces or civilian components; 

(g) ‘‘North Atlantic Council’? means the Council established 
by Article 9 of the North Atlantic Treaty or any of its subsidiary 
bodies authorised to act on its behalf. 

This Agreement shall apply to the authorities of political sub- 


divisions of the Contracting Parties, within their territories to = 


the 


Agreement applies or extends in accordance with Article XX, 


it applies to the central authorities of those Contracting Pasties, 
provided, however, that property owned by politic al subdivisions 
shall not be considered to be property owned by a Contracting Party 
within the meaning of Article VIIT. 


E. 


ARTICLE VII 


Subject to the provisions of this Article. 

(a) the military authorities of the sending State shall have the 
right to exercise within the receiving State all criminal and dis- 
ciplinary jurisdiction conferred on them by the law of the sending 
State over all persons subject to the military law of that State; 

(b) the authorities of the receiving State shall have jurisdiction 
over the members of a force or civilian component and their 
dependents with respect to offences committed within the terri- 
tory of the receiving State and punishable by the law of that 
State. 
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2. (a) The military authorities of the sending State shall have the 
right to exercise exclusive jurisdiction over persons subject to the mili- 
tary law of that State with respect to offences, incht iding offences 
relating to its security, punishable by law of the sending State, but not 
by the law of the receiving State. 

(b) The authorities of the receiving State shall have the right to 
exercise exclusive jurisdiction over members of a force or civilian 
component and their dependents with respect to offences, including 
offences relating to the security of that State, punishable by its law 
but not by the law of the sending State. 

(c) For the purposes of this paragraph and of paragraph 3 of this 
Article a security offence against a State shall include 

(i) treason against the State; 

(ii) sabotage, espionage or violation of any law relating to 
official secrets of that State or secrets relating to the national 
defense of that State. 

In cases where the right to exercise jurisdiction is concurrent the 
following rules shall apply: 

(a) The military authorities of the sending State shall have the 
primary right to exercise jurisdiction over a member of a force or of 
a civilian component in relation to 

(i) offences solely against the property or security of that 
State, or offences solely against the person or property of another 
member of the force or civilian component of that State or of a 
dependent; 

(ii) offences arising out of any act or omission done in the 
performance of official duty. 

(b) In the case of any other offence to the authorities of the receiv- 
ing State shall have the primary right to exercise jurisdiction. 

(c) If the State having the primary right decides not to exercise 
jurisdiction, it shall notify the authorities of the other State as soon 
as practicable. The authorities of the State having the primary right 
shall give sympathetic consideration to a request from the authorities 
of the other State for a waiver of its right in cases where that other 
“— considers such waiver to be of particular importance. 

The foregoing provisions of this Article shall not imply any right 
ia the military authorities of the sending State to exercise jurisdic tion 
over persons who are nationals of or or dinarily resident in the ree eiving 
State, unless they are members of the force of the sending State. 

5. (a) The authorities of the receiving and sending States shall 
assist each other in the arrest of members of a force or civilian com- 
ponent or their dependents in the territory of the receiving State and 
in handing them over to the authority which is to exercise jurisdiction 
in accordance with the above provisions. 

(b) The authorities of the receiving State shall notify promptly 
the military authorities of the sending State of the arrest of any mem- 
ber of a force or civilian component or a dependent. 

(c) The custody of an accused member of a force or civilian com- 
ponent over whom the receiving State is to exercise jurisdiction shall 
if he is in the hands of the sending State, remain with that State until 
he is charged by the receiving State. 

6. (a) The authorities of the receiving and sending States shall 
assist each other in the carrying out of all necessary investigations into 
offences, and in the collection and production of evidence, including 
the seizure and, in proper cases, the handing over of objects ¢ onnected 
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with an offence. The handing over of such objects may, however, be 
made subject to their return within the time specified by the authority 
delivering them. 

(b) The authorities of the Contracting Parties shall notify one 

another of the disposition of all cases in which there are concurrent 
i Dw to exercise jurisdiction. 
7. (a) A death sentence shall not be carried out in the receiving 
State by the authorities of the sending State if the legislation of the 
receiving State does not provide for such punishment in a similar 
case. 

(b) The authorities of the receiving State shall give sympathetic 
consideration to a request from the authorities of the sending State 
for assistance in carrying out a sentence of imprisonment pronounced 
by the authorities of the sending State under the provision of this 
Article within the territory of the receiving State. 

8. Where an accused has been tried in accordance with the pro- 
visions of this Article by the authorities of one Contracting Party 
and has been acquitted, or has been convicted and is serving, or has 
served his sentence, or ia been pardoned, he may not be tried again 
for the same offence within the same territory by the authorities of 
another Contracting Party. However, nothing in this paragraph 
shall prevent the military authorities of the sending State from trying 
a member of its force for any violation of rules of discipline arising 
from an act or omission which constituted an offence for which he was 
tried by the authorities of another Contracting Party. 

Whenever a member of a force or civilian component or a 
dependent is prosecuted under the jurisdiction of a receiving State he 
shall be entitled— 

(a) to a prompt and speedy trial; 

(b) to be informed, in advance of trial, of the specific charge or 
charges made against him; 

(c) to be confronted with the witnesses against him; 

(d) to have compulsory process for obtaining witnesses in his 
favour, if they are within the jurisdiction of the receiving State; 

(e) to have legal representation of his own choice for his de- 
fence or to have free or assisted legal representation under the 
conditions prevailing for the time bei ing in the receiving State; 

(f) if he considers it necessary, to have the services of a com- 
petent interpreter; and 

(g) to communicate with a representative of the Government 
of sending State and, when the rules of the court permit, to 
have such a representative present at his trial. 

10. (a) Regularly constituted military units or formations of 
force shall have the right to police any camps, establishments or other 
premises which they occupy as the result of an agreement with the 
receiving State. The military police of the force may take all appro- 
priate measures to ensure the maintenance of order and security on 
such premises. 

(b) Outside these premises, such military police shall be employed 
only subject to arrangements with the authorities of the receiving 
State and in liaison with those authorities, and insofar as such employ- 
ment is necessary to maintain discipline and order among the members 
of the force. 

11. Each Contracting Party shall seek such legislation as it deems 
necessary to ensure the adequate security and protection within its 
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territory of installations, equipment, property, records and official 
information of other Contracting Parties, and the punishment of 
persons who may contravene laws for that purpose. 


RESOLUTION OF RATIFICATION, WITH RESERVATIONS, AS AGREED TO BY 
THE SENATE ON JULY 15, 1953 


Resolved (two-thirds of the Senators present concurring therein), That 
the Senate advise and consent to the ratification of Executive T, 
Kighty-second Congress, Second Session, an agreement between the 
parties to the North Atlantic Treaty Regarding the Status of their 
Forces, signed at London on June 19, 1951. 

It is the understanding of the Senate, which understanding inheres 
in its advice and consent to the ratification of the Agreement, that 
nothing in the Agreement diminishes, abridges, or alters the right of 
the United States of America to safeguard its own security by exclud- 
ing or removing persons whose presence in the United States is deemed 
prejudicial to its safety or security, and that no person whose presence 
in the United States is deemed prejudicial to its safety or security 
shall be permitted to enter or remain in the United States. 

In giving its advice and consent to ratification, it is the sense of 
the Senate that: 

The criminal jurisdiction provisions of Article VII do not 
constitute a precedent for future agreements; 

Where a person subject to the military jurisdiction of the United 
States is to be tried by the authorities of a receiving state, under the 
treaty the commanding officer of the armed forces of the United 
States in such state shall examine the laws of such state with par- 
ticular reference to the procedural safeguards contained in the Con- 
stitution of the United States; 

3. If, in the opinion of such commanding officer, under all the cir- 
cumstances of the case, there is danger that the accused will not be 
protected because of the absence or denial of constitutional rights he 
would enjoy in the United States, the commanding officer shall 
request the authorities of the receiving state to waive jurisdiction in 
accordance with the provisions of par: graph 3 (ce) of Article VII 
(whic ch requires the receiving state to give “sympathetic considera- 
tion” to such request) and if such authorities refuse to waive jurisdic- 
tion, the commanding officer shall request the Department of State to 
press such request through diplomatic channels and notification shall 
be given by the Executive Branch to the Armed Services Committee 
of the Senate and House of Representatives. 

4. A representative of the United States to be appointed by the 
Chief of Diplomatic Mission with the advice of the senior United 
States military representative in the receiving state will attend the 
trial of any such person by the authorities of a receiving state under 
the agreement, and any failure to comply with the provisions of para- 
graph 9 of Article VII of the agreement shall be reported to the 
commanding officer of the armed forces of the United States in such 
state who shall then request the Department of State to take appro- 
priate action to protect the rights of the accused, and notification 
shall be given by the Executive Branch to the Armed Services Com- 
mittees of the Senate and House of Representatives. 


rs 
Ww 








85TH CONGRESS REPORT 
2d Session \ SENATE {No 2498 


PROGRESS REPORT ON 
SCIENCE PROGRAMS OF THE 
FEDERAL GOVERNMENT 


REPORT 


OF THE 


COMMITTEE ON GOVERNMENT 
OPERATIONS 
UNITED STATES SENATE 


MADE BY ITS 


SUBCOMMITTEE ON REORGANIZATION AND 
INTERNATIONAL ORGANIZATIONS 


A SUMMARY OF LEGISLATIVE AND ADMINISTRATIVE 

ACTIONS TAKEN TO IMPLEMENT THE PROVISIONS OF 

THE SCIENCE AND TECHNOLOGY ACT OF 1958 (S. 3126), 
AND RELATED SCIENCE PROGRAMS 


SEPTEMBER 9, 1958.—Ordered to be printed 
Under authority of the order of the Senate of AUGUST 12, 1958 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 








COMMITTEE ON GOVERNMENT OPERATIONS 


JOHN L. McCLELLAN, Arkansas, Chairman 

KARL E. MUNDT, South Dakota 
MARGARET CHASE SMITH, Maine 
THOMAS E, MARTIN, Iowa 

CARL T. CURTIS, Nebraska 


HENRY M. JACKSON, Washington 
STUART SYMINGTON, Missouri 
SAM J. ERVIN, JR., North Carolina 


HUBERT H. HUMPHREY, Minnesota 
STROM THURMOND, South Carolina CHAPMAN REVERCOMB, West Virginia 


FRANK J. LAUSCHE, Ohio HOMER E,. CAPEHART, Indiana 
WALTER L. REYNOLDS, Chief Clerk and Staff Director 
ANN M. GrRickKIs, Assistant Chief Clerk 
GLENN K. SHRIVER, Professional Staff Member 
El E. NOBLEMAN, Professional Staff Member 
MILEs ScULL, Jr., Professional Staff Member 
W. E. O’BRIEN, Professional Staff Member 
ARTHUR A. SHARP, Professional Staff Member 


SUBCOMMITTEE ONYREORGANIZATION SAND INTERNATIONAL ORGANIZATIONS 


HUBERT H. HUMPHREY, Minnesota, Chairman 
MARGARET CHASE SMITH, Maine 
THOMAS E. MARTIN, Iowa 
HOMER E, CAPEHART, Indiana 


STUART SY MINGTON, Missouri 
STROM THURMOND, South Carolina 
FRANK J, LAUSCHE, Ohio 


II 


For sale by the Superintendent of Documents, U. 8. Government Printing Office 
Washington 25, D.C. - Price 25 cents 





CONTENTS 


NaN NINN nt 
Senate Document No. 90, 85th Congress _ _ - 
Report on actions taken on science legislation, 85th Congress - 


Title I—Department of Science and Technology (S. 3126) _---.-- eeaaiee a 
Amendments to the National Science Foundation Act of 1950_- 
S. 3268____- pats e 5 a te en a Se thn ee i 
S. Rept. 2367 - i ale a em Sas ih tea is ik sah sab: mk leg Maa mine iss ts a ets a aeee a 
ee i SS ee a ae eres ee 
H. Rept. 2642. Se ci nad terete oe ee ealia ae Eine a caieh ae tell a 


Increased — itions for the National Science Foundation 
Space and Astronautics_.........------ 


S. Res. a a ee 


a ee eee 
| ‘ : Se ee ne ras — oun wines 

S. Rept. 1701 sas oa Nea ee hn si Sins Sa Sogn sb gag ah do ie 

H. R. 12575 (Public Law 85-568) ---- Suaid eaten acne 

H. Rept. Path dae oa ciiplios ce gadis coou-da'as tc'gh os sa Aare ea 

H. Rept. 2166__...--- oe shiek Tae i seve tane alae as tear ae wa 

General policy for esté iblishment of pl: uns for pe aceful exploration of 
space 2 ae wes eee ar eh eoee seco Gas eencaeeeseasesesesaces 

i, S00. DAG, Cee wnc na sctunenee™ 


NASA appropriations 
Pac ER oe dase ances scectsaecpe mcstg eh cee se. Ga cz waco sae a asies tka es 
Statement of President Eisenhower in support of request for 

A MOTOR TI NNR oc ec orn awe anawmcs enw auiwaes 
H. R. 13450 (Public Law 85-766) - 
S. Rept. 2350__..-----. 

Statement of Senator Lyndon B. 
CUSn TOR I ei ee ob spn eeneneaeneuneawee cans 

Increased appropriations in support of § science ac tiv See ner maser 

Increased authorizations and appropriations for aeronautics and 


“Johnson in support of increased 


space _ _- vias shewccondicnsiins dies aiiedaiidatts x “aula ainbiinn Calnitideectl tine mein 
Iixpanded progra: am of research and research facilities for the 
BOI FOr Crs oe amc eeiisn aman uaeenne a5 


Increased appropriations for medical and health research 
Extension of Health Research Facilities Act of 1956_.._...___- 
“‘Go-ahead”’ for construction of National Library of Medicine. __ 
Establishment of Advanced Research Projects Agency (ARPA) in 
the Department of Derense. .... 5. 2 dec cvcccwcamesune 
HH; . S7S0 CGO BAW Gem oceds catch encdadcuandweeneden 
Reorganization of research and development functions of the Depart- 
ment of Defense__ 2 
H. R. 12541 (Public Law 85-599) 
H. R. 12738 (Public Law 85—724)_ 
S. Rept. 1937____- 

a es on Science and 
. R. 12575 

Hf 580 
Objective of title I of S. 3126. 
Related legislation 
3. 3180_- 
H. R. 


As tron: Luties S_- 


Page 


Swe xarionwny— 


—t ped 
— 


bo Go bo DO lO bo 


Penh bah ph fe fe ed fk ND) fant fed fl ft 
em COW OOO 








IV CONTENTS 


Title I—Department of Science and Technology—Continued 
Coordination of scientific information. ...........--_-_--- ee : 
Hearings on science information and documentation - 5 
Statement of Dr. Alan T. Waterman, Director, N: ational Science 
ORD etl ca i a ca inns Saris wi mio aes a ee 
Statement of Walter Williams, Under Secretary of Commerce__- 
Statement of Dr. Burton W. Adkinson, Head, Office of Scientific 
Information, National Science Foundation-------- ae 
Proposed creation of a Science Information Service__.----.------ x 
eRe BES OR, NED i oc een enn new « site a baie 
H. R. 138247 (Public Law 85-864) (S. 4237)_.-..-..----- . 
eee ae cube neheewaneed acca mama wn 
Program of National Academy of Science__.....--.-.-------------- 
Letter from Dr. Detlev W. Bronk, president, National Academy 
of Sciences—National Research Council, to Dean Jesse H. 
Shera, School of Library Science, Western Reserve University, 
re creation of an Advisory Board on Information and Documen- 
SRN tN ce oe cen oe eown anecuw en Sei aac 
Title II—Standing Committees on Science and Technology_—~-_-___-_-- 
House Committee on Science and Astronautics_......--.---------- 
RUANtNs NESE IID amano awe a say ass pats sels ns 
nee BOOT 3. oc cawecwenemecenau Beton a occas aes sas 
Senate Committee on Aeronautical and Space Sciences__.....-.---- 
Se nate REINER nO ace am a ; 


S. Rept. 1925- sapere 
Statement of Senator Lyndon B. Johnson__.___. 
Establishment of a panel of competent and experienced scientists for 
assistance to the Congress—Senate Concurrent Resolution 119 
Title I1I—National Institutes of Scientific Research_____.______- 
Grants for support of scientific research—S. 4039. 
Position of the National Science Foundation on national research 
ON cen ark ses ees cc wn i ae 
Statement of Dr. Alan T. Waterman, Direc tor, ~ National 
Science Foundation__-_-_-_-- eects ihioa ibe Nolen tr conn ehe aa 
Geophysical Institute in Hawaii. ............-............... doo 
i ace var an ate pil ws bn lim sete Peon Se ae 
2 oS) SS ee Site iene Wire xl hese: 
Need for Institutes of Scientific Research__._.-...--------_-__-__- 
Authorizing a program for research in field of weather modification _ 
5, So (rape 1awW 65-510)... ..........-....-- eR 45 ls 
Need for National Institute of Meteorology__...__.__--- i 5 
Letter from Dr. Edward Teller, director, Radiation I: tbor: atory, 
University of California, to Senator ‘Humphrey y, re work in 
meteorology in the United States__._.______ SOT ts nets es tare 
pT bg re. a 5 tae ae a 
aa Defense Education Act, 1958 (H. R. 13247)_..__.__._---- 
Siar Oat, Cost 2 occ cence SE a tease cic ic aetee or ia 
S. Rept. 2242 ; rans — 
H. Rept. ed a vied eae nue ei cued ec ociwananws 
I eis cs aseoaies Na mieten iota 
Statement of Senator Hill_....___-_- sg ates 
Payment of travel and transportation costs of per rsons selected for : ap- 
pointment to positions in the natural and mathematical sciences, 
engineering, and architectural fields, and to related technical posi- 
as artesian a eee te i aa usd usd ork kwon cieec 
Beaks BLE PEO SMW OOH 900) occa eon ecwtm nen ecueuce 
Government Employees Training Act_............--.---.-----.-- 
ee ee ee RAPED oo nin ncnwnacccuwecnce Saou aerate 
Extension of NASA employee training program.............._--- a 
ie ee ee Cee Ae AUN nnn en cee ec ecncmes 
Io mminiiiiamianireiees 
Ee ee ee 





Page 
14 
15 


16,17 
18 


18 
19 
19 
19, 20 
19, 20 


20, 21 


39-41 


noe 


~~ 


2 bo 


t 


~~ 


PPP rh Pe 
no 


t 


Title 


CONTENTS Vv 

Page 

OVORIGes PICHON. . « ccncga tad eedeceaaesdacicean teeta eae 43 

Pl al of use of Public Law 480 funds in support of science _-_~-_-- 43 

Amendment to section 104, Public Law 480 (S. 3313).--.------ 43 

H. R. 12181 (Public Law 85- Pap iaw nnn ag waenaaeeen 43, 45, 46, 53 

Rixtract {oni 6. ews. 20st <cscncakuvcuvesasenennssenoun 43 

Extract fromt 5h; ShGRU. TOG ceca dc cccccensncesscuusuduenes dd 

Amendments to section 502 (1), H. Rept. 2038__........-.----- 45 

Amendment to section 104, Public Law 480_......-----.------ 45 

Bohs les aaa ts os ass es ws de nds bs nti an cs wc it wa en we 46 

5D, ROG. SOUR cnnwawecandee wan acnn inden wees ate eae 46 

B. Deees conc udeadns ncdcnne'eaadalee anes mana a am aneekere 46 

15, DOO. DOUG du chun awerene al aMhieen eas kewememan 46 

Funds for support of overseas program (S. Doc. 110).--_-..-------- 47 
Letter from Robert E. Merriam, Acting Director, Bureau of the 
Budget, to Dr. Waterman, Director, National Science Founda- 

tion, re MO Wa I eo cde eg elon gh atacc unicnin ce 47 
Comments of Dr. Waterman before the Senate Appropriations 

Commitice, July’ 28, 106Gs..<ccccacucavenat aoudeeaueGecues 47-52 

Eis Eis: DOR eee ince atin ce eEe aS sane Annee ere ee 52 

DS: SUI ae ss ox og.bc sic. sie a sew cc wh wh ee 52 

SD; A000: tee ciuncaucsnadumees awaanabiea aaa manseiae 52 
Study of United States participation in an international health, cul- 

tural, and educational program—Senate Resolution 347___.-..--- 53 
Letter to Hon. Thomas C. Hennings, chairman, Committee on 
tules and Administration, from Senator Humphrey, in support 

of Genate Beclation B87 ... ccd nnsnwawenueheadionesa+sq 53-56 

.. Rath SN a hintaan uncadsttdaes: padancinaiaieadasans 56 

National Advisory Council for International Medical Research---_-_-- 57 

i Bi) OB: T9G 6 nonce aames cheese eases 57 

CUATOOUS BCIGHCO lOMMIOUIOD.... «65556 oo oca vce war cakesetnxwaeReeaune 58 

Committees on Agriculture (and Forestry)........----------.----. 58 

Committees on Artied. BORVIOMs «os cedetaucnc deen cdeneaxeuanaee 58 

Joint Committee on Atomi¢ Emergy..occscccciiccnecsnccncnseucsce 60 

Committee on Banking and Currency ....<....<scs6<accucccnnccunn 61 

Committee on Foreign Relations (Foreign Affairs)............----- 61 

Senate Committee on Government Operations_..........---------- 62 

House Committee on Government Operations_...........-.----.-- 63 

Committees on Interstate and Foreign Commerce_.......-...----- 64 

Committees on Interior and Insular Affairs...............-..------ 64 

Committees on Labor and Publie Welfare... .....0.5.sececs<cccee. 64 

Committee on Post Office and Civil Service_...................--- 66 

Special Committee on Space and Astronautics._............-------- 66 











85TH CONGRESS SENATE Report 
2d Session No. 2498 


— ———————————EEeE=Ee==o——=_——[——€—F€D—-—=~E=ESESa=S=====E———==== 





PROGRESS REPORT ON SCIENCE PROGRAMS OF THE 
FEDERAL GOVERNMENT 


SEPTEMBER 9, 1958.—Ordered to be printed 
Under authority of the order of the Senate of Auaust 12, 1958 


Mr. Humpnrey, from the Committee on Government Operations, 
submitted the following 


REPORT 


A SUMMARY OF LEGISLATIVE AND ADMINISTRATIVE ACTIONS 
TAKEN TO IMPLEMENT THE PROVISIONS OF THE SCIENCE AND 
TECHNOLOGY ACT OF 1958 (S. 3126), AND RELATED SCIENCE 
PROGRAMS 

INTRODUCTION 


During the Ist session of the 85th Congress the staff of the Com- 
mittee on Government Operations conducted a study into the need 
for the development of a program for the reorganization and coordi- 
nation of science activities within the Federal Government. This 
project was undertaken in August 1957 under the joint direction of 
Senator John L. McClellan, chairman of the Committee on Govern- 
ment Operations, and Senator Hubert H. Humphrey, chairman of its 
Subcommittee on Reorganization. 

Pursuant to this directive, proposed legislation was drafted in the 
form of a committee print dated January 8, 1958, with five separate 
titles as follows: 

(1) To create a Department of Science and Technology; 

(2) To create standing committees on science and technology 
in the Congress ;! 

(3) To establish national institutions of scientific research; 

(4) To authorize a program of Federal loans and loan insurance 
for college or university education in the physical or biological 
sciences, mathematics, or engineering; and 

(5) To authorize the establishment of scientific programs 
outside of the United States. 

This proposed draft legislation was revised as Committee Print 
No. 2 on January 17, 1958, and introduced in the Senate as S. 3126, 
the Science and Technology Act of 1958 (with the exception of title 

1 For details, see pp. 22-30. 
1 
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II, relating to standing committees on science) by Senators Humphrey, 
McClellan, and Yarborough, and referred to this committee for 
consideration. 


Senate Document No. 90, 85th Congress 

At an executive session, held on February 7, 1958, the staff was 
further directed to prepare a detailed analysis and summary of the 
proposed Science and Technology Act of 1958,? including the title 
relating to the establishment of ‘standing committees on science in 
the Senate and House of Representative s This summary was 
prepared as a Committee Print under date of March 26, 1958, and 
reprinted under authority of Senate Resolution 292, approved by the 
Senate Committee on Rules and Administration and the Senate on 
April 23, 1958, as Senate Document 90, 85th Congress. 


Report on actions taken on science legislation 85th Congress (S. Rept. 
2498) 

This report, approved for filing in the Senate by the Committee on 
Government Operations in executive session on August 4, 1958, sets 
forth a brief analysis of actions taken which are in general accord with 
the objectives of the previous draft legislation prepared by the staff 
of the Committee on Government Operations, as summarized in 
Senate Document No. 90. 

There is also included, at page 58, a partial list of major bills 
considered and other actions taken by the committees of the House 
and Senate, with a brief explanation of the objectives of such measures 
or actions, which had the effect, directly or indirectly, of promoting 
the advancement of scienc e, research, and technological activities of 
the United States Government, inc luding some that are not outlined 
in the five separate sections of this report. This information was 
furnished to the committee by the chief clerk or staff director of those 
congressional committees directly concerned with science legislation, 
in response to a request from the staff director of the Committee on 
Government Operations, or taken from official reports of the activities 
of the respective committees. 


TITLE I—DEPARTMENT OF SCIENCE AND TECHNOLOGY 
(S. 3126) 


This title proposed the creation of a Department of Science and 
Technology headed by a Secretary with Cabinet rank. This proposal 
had as its primary objective (1) the centralization of major Federal 
civilian science functions now vested in the several departments and 
agencies of the Federal Government which have general relationship 
in the fields of science in order to insure proper coordination and de- 
velopment of science programs and functions vested in such agencies 
without the impairment of the objectives for which they were created, 
and (2) to elevate the increasingly important field of science to 
Cabinet status. 

In carrying out these objectives, the original bill proposed that the 
Atomic Energy Commission, the National Science Foundation, and 
components of existing departments, such as the National Bureau of 
Standards, the Office of Technical Services, the Patent Office, and 
certain functions of the Smithsonian Institution, which are authorized 


1 For sale, Superintendent of Documents, Government Printing Office, 45 cents. 
3 See pp. 52-30. 
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to carry on or support major programs in the fields of science, be 
incorporated in the new department. 

In the proposed revision of S. 3126, as set forth on pages 59-63 of 
Senate Document 90, it was also proposed to transfer to the new 
department, in addition to the above-mentioned agencies, the func- 
tions of the National Advisory Committee for Aeronautics. 

Although the functions of the independent agencies—the National 
Science Foundation, the Atomic Energy Commission, and the National 
Advisory Committee for Aeronautics—were proposed to be trans- 
ferred to the new Department of Science and Technology for central 
administrative control and coordination with other science activities, 
the bill specifically provided that such agencies would continue to 
exercise their statutory functions, subject only to the administrative 
supervision and direction of the Secretary of Science and Technology. 


AMENDMENTS TO THE NATIONAL SCIENCE FOUNDATION ACT OF 1950 


In the analysis of the provisions of S. 3126 the staff of this com- 
mittee pointed up the undue delays encountered in connection with 
the operations of the National Science Foundation.‘ Policies in 
regard to any program authorized to be performed by the National 
Science Foundation must first be approved by the National Science 
Board, composed of 24 members, before the Director can proceed. 
This procedure obviously handicaps the Director in effecting ade- 
quate administrative controls. It was also stated in the summary 
that it was the conclusion of the staff that— 


merely to increase the funds of the NSF to enable it to con- 
tinue its present programs on an expanded basis, as proposed 
by the President and numerous bills now pending in the Con- 
gress, would be no solution of the problem with which the 
Congress is confronted. 


In an effort to improve the operations of the National Science 
Foundation, a bill was introduced in the Senate, S. 3268, which 
provided, among other things, for the amendment of section 5 (b) 
of the NSF Act of 1950 to permit delegation by the National Science 
Board to its Executive Committee or to the NSF Director authority 
to approve grants and contracts under certain circumstances as 
specified by the Board. The bill also increased the membership 
of the Executive Committee from 5 to not more than 9 members; 
changed the date of the annual meetings of the Board from 
December to May; and provided for the election of the Chair- 
man and Vice Chairman. The Committee on Labor and 
Public Welfare, in its report on S. 3268 to the Senate on August 14, 
1958 (S. Rept. 2367), explained the purpose of the bill as follows: 


In view of the increase in the activity of the National 
Science Foundation in the last few years, the committee 
believes that there is a need for amendments to the National 
Science Foundation Act of 1950 to permit the Foundation to 
function more effectively. This increased volume of work 
has made certain changes in the act essential. Foremost 
among these is the requirement that each grant for a fellow- 
ship and each grant for scientific research come before the 
entire National Science Board for approval. This not only 


48. Doe. 90, pp. 4, 23-25, 
80260—58———-2 
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puts an undue burden on the National Science Board and 
interferes with its ability to devote a greater proportion of 
its time to policy matters, but also makes it impossible to fit 
the mechanics of the Foundation to the needs of the Nation’s 
scientists. A grant for research, no matter how urgent, 
must await a meeting of the Board. It is proposed, there- 
fore, to authorize the Board to delegate to its Executive 
Committee or the Director the authority to approve such 
research and fellowship grants or classes thereof as it deems 
wise. This will not remove any authority from the Board, 
as the provision is purely permissive in character and the 
Board will be able to prescribe whatever limitations and safe- 
guards it deems desirable whenever such a delegation is made. 

In view of the increased recognition of our ultimate depend- 
ence on improved exchange of scientific information not only 
among scientists in this country but also with those abroad, 
this bill also provides that the Foundation may, with the 
approval of the Secretary of State, undertake programs for 
the support of foreign nationals in their scientific studies and 
may also support such scientific activities abroad as may be 
deemed to be in the interest of the United States. We believe 
it is essential that the Foundation have this authority, al- 
though there are no present plans for a large program in this 
area. 

The balance of the bill provides for several other changes, 
chiefly of a technical nature. No change has been made in 
the sections of the National Science Foundation Act relating 
to the development and encouragement of a national policy 
for the promotion of basic research and education in the 
sciences. This committee has noted with interest and ap- 
proval the activities which the Foundation has conducted 
in carrying out this mandate. Among the more important 
of these activities, in the light of present national concern 
with our scientific and technical training, are those designed 
to improve the training of scientists and engineers in “this 
country. The Foundation had been conducting programs 
designed to stimulate improved subject matter training for 
teachers of sc ience, to improve scientific curriculums, and to 
motivate more of our most able young people into careers 
in science and technology. These programs have had wide 
acceptance and should be continued. 


The Senate approved S. 3268 on August 18, 1958. A proposal to 
grant specific authority to the NSF to provide for the training of its 
staff was struck from the original bill in view of the enac tment of 
Public Law 85-507 giving general authority to all Government agen- 
cies, under the supervision of the Civil Servi ice Commission, to prov vide 
training programs for Federal employees 

The House Committee on rake and Foreign Commerce 
reported H. R. 11257, a companion bill to S. 3268. The following 


5 See p. 42. 
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is an extract from the House report (H. Rept. 2642) setting forth the 
purposes of H. R. 11257, as reported: 


The principal purpose of the bill, as amended, is to promote 
greater efficiency in the operation of the National Science 
Foundation by authorizing the National Science Board to 
delegate specific authority to its Executive Committee and 
to the Director to approve grants or contracts between meet- 
ings of the Board. The present prohibition against such 
delegation necessitates the convening of the 24-man Board, 
which is costly and time-consuming. This has created 
difficult problems in several instances as, for example, in 
connection with grants for supplies for the scientific expedi- 
tion to Antarctica in connection with the International 
Geophysical Year where time was of the essence. Under 
the proposed change, the Board could delegate specific au- 
thority to its Executive Committee or to the Director to 
approve grants or contracts between meetings of the Board 
in certain situations. The Board, of course, would still re- 
tain complete power to grant such authority as it sees fit. 

In addition, the bill, as amended, changes the annual 
meeting date of the Board from December to May, and 
makes certain necessary provisions to facilitate the transi- 
tion to the new date. 

This legislation was urgently requested by the National 
Science Foundation to facilitate its operations. It has the 
approval of the Bureau of the Budget. 


S. 3268 passed the House, amended, on August 20, 1958, and 
H. R. 11257 was indefinitely postponed. S. 3268, as passed by the 
House, did not contain Senate-approved provisions which authorized 
the National Science Foundation, with the approval of the Secretary 
of State, to undertake programs granting scholarships and fellowships 
to foreign nationals for scientific study or scientific work in the United 
States or foreign countries, and to undertake programs providing for 
the conduct of facilitation of such other scientific activities abroad as 
are deemed to be in the best interests of the United States. 

The Senate failed to take further action on the bill as amended by 
the House. 


INCREASED APPROPRIATIONS FOR THE NATIONAL SCIENCE FOUNDATION 


Regular appropriations for the Foundation for fiscal year 1959 
totaled $130 million as contrasted to $40 million for fiscal year 1958, 
an increase of 325 percent. Taking into account funds contained in 
supplemental appropriation bills for both years, obligational authority 
available to the Foundation for all purposes, esadion programs for 
or related to the International Geophysical Year, the totals aggregate 
$138.5 million for fiscal year 1959 as compared to $49.7 million for 
fiscal year 1958. 

The increased appropriations will enable the conduct of expanded 
programs for the support of basic research and facilities therefor, 
scientific information, graduate training of scientists and engineers, 
and a variety of programs designed to strengthen and improve educa- 
tion in the sciences. 
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SPACE AND ASTRONAUTICS 


The Senate, on February 6, 1958, adopted Senate Resolution 256, 
to create a Speci: al C venmnltte e on Space and Astronautics, to which 
all legislation relating to science activities in the de velopment of pro- 
grams on aeronautics, astronautics, and space was to be referred. On 
March 5, 1958, the House of Represe ntatives, through the adoption of 
House Resolution 496, created a Select Committee on Astronautics 
and Space Ex xploration, with similar functions and objectives. 

On April 25, 1958, Senator Lyndon B. Johnson, chairman of the 
Senate Special Committee on Space and Astronautics, obtained unani- 
mous consent of the Senate that the bill, S. 3126, the Science and Tech- 
nology Act of 1958, as developed by the staff of the Committee on 
Government Operations, be rereferred to the special committee for 
consideration. 

The House and Senate committees dealing with space and astro- 
nautics problems, appointed pursuant to these resolutions, reported 
bills H. R. 12575 and S. 3609, on May 24, 1958 and June 11, 1958, 
respectively, recommending the expansion of the National Advisory 
Committee for Aeronautics to a newly created agency, the National 
Astronautics and Space Administration, with additional authority 
and functions, including research into problems of flight within and 
outside the earth’s atmosphere. 

The House Committee on Astronautics and Space Exploration 
submitted an extensive report (H. Rept. 1770) which set forth in detail 
the need for legislation to provide for research into problems of flight 
within and outside the earth’s atmosphere, together with a section-by- 
section analysis of H. R. 12575 as orginally reported. 

The Senate Special Committee on Space and Astronautics also 
submitted a report (S. Rept. 1701) on S. 3609, setting forth a full 
explanation of the proposed legislation, including a section analysis. 

The House bill, H. R. 12575, was amended, substituted for the 
Senate bill and passed the Senate on June 16, 1958. The bill, 
further amended in conference (H. Rept. 2166), included a declaration 
that the general welfare and security of the United States requires 
that adequate provisions be made for aeronautical and space activities; 
that such activities shall be the responsibility of, and shall be directed 
by, a civilian agency—the National Astronautics and Space Adminis- 
tration—exercising control over aeronautical and space activities 
sponsored by the United States, except that activities peculiar to, or 
primarily associated with, the devel oe of weapons systems, 
military operations, or the defense of the United States shall be the 
responsibility of the Department of Defense; and that determination 
as to which agency has responsibility for and direction of any such 
activity shall be made by the President. H. R. 12575 twas approved 
as Public Law 85-568 on July 29, 1958. 

The National Aeronautics and Space Act of 1958 established NASA 
and directed that it perform the following major functions: 


(1) Plan, direct, and conduct aeronautical and space activ- 
ities; (2) arrange for participation by the scientific community 
in planning scientific measurements and observations to be 
made through use of aeronautical and space vehicles, and 
conduct or arrange for the conduct of such measurements and 
observations; and (3) provide for the widest practicable and 
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appropriate dissemination of information concerning its 
activities and the results thereof. 


Under the provisions of the act, the NASA is to be an independent 
agency in the executive branch, headed by an administrator appointed 
by the President and confirmed by the Senate. The NASA absorbs 
all functions and activities previously performed by the National 
Advisory Committee for Aeronautics. 

Space activities of the Government will be coordinated at the top 
level by the National Aeronautics and Space Council, comprised of 
the President, as Chairman; Secretary of State; Secretary of Defense; 
NASA Administrator; Chairman of the AEC; not more than 1 addi- 
tional member appointed by the President from within the Govern- 
ment; not more than 3 additional members appointed by the President 
from outside the Government. Among other things the Council will 
provide for effective cooperation between the NASA and the Depart- 
ment of Defense. 

The act provides that— 


The aeronautical and space activities of the United States 
shall be conducted so as to contribute materially to one or 
more of the following objectives: 

(1) The expansion of human knowledge of phenomena 
in the atmosphere and space; 

(2) The improvement of the usefulness, performance, 
speed, safety, and efficiency of aeronautical and space 
vehicles; 

(3) The development and operation of vehicles capa- 
ble of carrying instruments, equipment, supplies, and 
living organisms through space; 

(4) The establishment of long-range studies of the 
potential benefits to be gained from, the opportunities 
for, and the problems involved in the utilization of aero- 
nautical and space activities for peaceful and scientific 
purposes; 

(5) The preservation of the role of the United States 
as a leader in aergnautical and space science and tech- 
nology and in the application thereof to the conduct of 
peaceful activities within and outside the atmosphere; 

(6) The making available to agencies directly con- 
cerned with national defense of discoveries that have 
military value or significance, and the furnishing by 
such agencies, to the civilian agency established to direct 
and control nonmilitary aeronautical and space activi- 
ties, of information as to discoveries which have value 
or significance to that agency; 

(7) Cooperation by the United States with other 
nations and groups of nations in work done pursuant to 
this Act and in the peaceful application of the results 
thereof; and 

(S) The most effective utilization of the scientific and 
engineering resources of the United States, with close 
cooperation among all interested agencies of the United 
States in order to avoid unnecessary duplication of effort, 
facilities, and equipment. 
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GENERAL POLICY FOR ESTABLISHMENT OF PLANS FOR PEACEFUL 
EXPLORATION OF SPACE 


In connection with the approval of legislation creating the National 
Astronautics and Space Administration, a resolution (H. Con. a 
322) was adopted in the House on June 2, and in the Senate on July 2 
1958, setting forth a general policy that the Congress of the United 
States believes that the nations of the world should join in the 
establishment for plans of peaceful exploration of outer space. 

The text of House Concurrent Resolution 322, as approved by the 
Congress, follows: 


CONCURRENT RESOLUTION 


Whereas man is standing upon the threshold of a new 
era of space exploration; and 

Whereas it is the devout wish of all peoples everywhere, 
in every nation, in every environment, that the exploration of 
outer space shall be by peaceful means and shall be dedicated 
to peaceful purposes; and 

Whereas the United States as a nation and as a people 
favors the peaceful solution of all international problems: 
Now, therefore, be it 

Resolved by the House of Representatives (the Senate con- 
curring), T hat the C ongress of the United States believes that 
the nations of the world should join in the establishment of 
plans for the peaceful exploration of outer space, should ban 
the use of outer space for military aggrandizement, and 
should endeavor to broaden man’s knowledge of space 
with the purpose of advancing the good of all mankind 
rather than for the benefit of one nation or group of nations; 

That it is the sense of the Congress: 

That the United States should strive, through the 
United Nations or such other means as may be most 

appropriate, for an international agreement banning 
the use of outer space for military purposes; 

That the United States should seek through the 
United Nations or such other nieans as may be most 
appropriate an international agreement providing for 
joint eter of outer space and establishing a 
method by which disputes which arise in the future in 
relation to outer space will be solved by legal, peaceful 
methods, rather than by resort to violence; 

That the United States should press for an interna- 
tional agreement providing for joint cooperation in the 
advancement of scientific developments which can be 
expected to flow from the exploration of outer space, such 
as the improvement of communications, the betterment 
of weather forecasting, and other benefits; and 

That the Congress respectfully requests the President to 
effectuate in every way possible the objectives set forth 
this resolution. 

NASA APPROPRIATIONS 


The President submitted a request for supplemental appropriations 
on July 30, 1958 (S. Doc. 112) which included a proposed supple- 





SCIENCE PROGRAMS OF THE FEDERAL GOVERNMENT 9 


mental appropriation totaling $125 million, which the President 
stated represented the additional appropriations required in 1959 by 
the National Aeronautics and Space Administration for space activi- 
ties and functions to be undertaken pursuant to the National Aero- 
nautics and Space Act of 1958. 

In support of this request the President stated: 


The amount required for these purposes by the National 
Aeronautics and Space Administration in 1959 is $242 
million of which $117 million will be provided by transfer 
from the Department of Defense as authorized by section 
302 of the act. In addition to these amounts, the Depart- 
ment of Defense has approximately $294 million of 1959 
funds for use on space activities which are primarily military 
in nature bringing to about $536 million the total 1959 funds 
directly applicable to space programs. In addition, the 
existing research and technical development programs in 
aeronautics, missiles, and other fields which also have ap- 
plications in space activities will be continued by the Depart- 
ment of Defense, by the National Aeronautics and Space 
Administration, which will continue the work of the present 
National Advisory Committee for Aeronautics, and by other 
Government agencies. 

The present allocation of responsibilities for space activi- 
ties between the National Aeronautics and Space Admin- 
istration and the Department of Defense is necessarily a 
tentative determination which will be reviewed and may be 
revised (by use of the President’s transfer authority) by the 
President after consultation with the National Aeronautics 
and Space Council once it begins to function in keeping with 
the provisions of the law just enacted. 

The amounts indicated above for the National Aeronautics 
and Space Administration will provide for continuation and 
expansion of nonmilitary space programs previously initiated 
by the Department of Defense in accordance with section 7 
of Public Law 85-325, for the initiation of additional space 
programs in accordance with the National Aeronautics and 
Space Act of 1958, and for additional personnel and facilities 
required by the National Aeronautics and Space Adminis- 
tration for these purposes. 


The Senate Committee on Appropriations reduced this request, in 
approving the Supplemental Appropriations Act, H. R. 13450 (S. 
Rept. No. 2350), to a total of $75 million, stating that the committee 
believed ‘‘it will take some time to properly plan for this new agency, 
and, accordingly, recommends at this time appropriations in the 
reduced amount”? of $75 million. The committee stated, however, 
that “in the event additional funds are needed after the first of the 
year, the committee will be glad to consider such requests. In the 
meantime, the committee feels that planning for the space project 
center can be deferred until a later submission.’ 

The Senate adopted an amendment to H. R. 13450, offered by 
Senators Johnson and Knowland on the floor of the Senate on August 
15, 1958, to restore the original appropriation request to a total of 
$125 million. This was reduced to $80 million in conference, at the 
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insistence of House conferees. The Senate disagreed with the House 
and insisted on the restoration of the amount as approved in the 
Senate. 

Following this Senate action, the House refused to recede from its 
position calling for the reduction of $45 million from the President’s 
request, and the Senate had no alternative, if the bill was to be 
enacted into law, but to accept the House version. Senator Lyndon 
B. Johnson, Senate majority leader and chairman of the Senate Special 
Committee on Space and Astronautics, protested this action in a 
speech on the floor of the Senate, from which the following is quoted: 


I think it is highly desirable that Congress maintain a con- 
stant surveillance over new agencies and be at least informed 
as to what are their plans and what their expenditures may be. 
Congress should be informed prior to the time the agencies 
seek appropriations, so that public opinion may reflect itself. 

I realize the point of view expressed in the House. I have 
read the debate. I am sorry to say I do not believe the 
House Members realized the full portent of our amendment. 

In view of the fact that the distinguished chairman of the 
committee and the other able conferees have been able to 
preserve the principle for 1 year, and in view of the fact that 
the Special Committee on Space and Astronautics intends to 
act as a partner and not an adversary with the National 
Aeronautics and Space Administration, I am willing to go 
along with the agreement of the conferees. I would not be 
frank, however, if I did not say for the Record, so that all who 
hear may know, I think the conferees made a serious mistake 
when they reduced the appropriations to the extent they did 
for the | National Aeronautics and Space Administration. I 
think time will tell, and I want to ore dict that the reduction 
we made, below the President’s budget request, will return to 
haunt us. 

So far as I am concerned, I am not going to attempt to 
hold up the conference report. The authorizing committee 
did hear detailed evidence to justify the President’s budget 
request. As nearly as I can tell, that detailed information 
was not available to the individual members of the Appropri- 
ations Committee to the same extent. 

The President asked for $125 million. The Senate pro- 
vided the full $125 goog 1. We went to conference, and we 
settled by cutting off $45 million of the $50 million the 
Senate provided. 

Since we live in an uncert alr 1 world, it is certainly a calceu- 
lated gamble to do this. I think I should raise my voice and 
warn the Members of Congress who have taken that gamble 
that I want none of the blood on my hands which may result 
from our failure to take adequate steps in time. 

There is not anything we can do about the matter now. 
We have had to accede to the views of the other body. I 
realize that is necessary. I think the conferees have done 
as good a job as they could do. I do not rise “ criticize 
anyone. I rise to attempt to warn the people of Americ: 
that in my opinion the President’s budget request was too 
low. Then when we took a meat ax after it and cut it from 
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$125 million to $75 million, practically a 50-percent cut, 
without justification, we made a serious mistake (Congres- 
sional Record, August 21, 1958, p. 17439). 


The amendment to the bill as proposed by the House was agreed to 
in the Senate on August 21, and H. R. 13450 was approved as Public 
Law 85-766, on August 27, 1958. 


INCREASED APPROPRIATIONS IN SUPPORT OF SCIENCE ACTIVITIES 


There were general increases of appropriations in all Federal science 
fields, some of which are set forth in the concluding section and in 
other sections of this report. Among other such authorizations for 
funds, which were incorporated in general appropriation measures, 
were the following: 


Increased authorizations and appropriations for aeronautics and space 
Taking into account amounts contained for both NACA and NASA 
in the fiscal year 1959 independent offices appropriation bill, and the 
fiscal year 1959 supplemental appropriation bill, the NASA will have 
available for obligation during fiscal year 1959 $301.5 million, as com- 
pared to $117.4 million for NACA in fiscal year 1958.° 
Expanded program of research and research facilities for the Atomic 
Energy Commission 
Authorization and appropriation acts for the Atomic Energy Com- 
mission provide obligational authority for physical research and 
physical research facilities for fiscal year 1959 of $140 million as com- 
pared to $90 million available for similar purposes in fiscal year 1958. 
Included in these appropriations is the sum of $2 million for transfer 
to the National Science Foundation for the extramural support of 
research reactors. 
Increased appropriations for medical and health research 
Appropriations to the National Institutes of Health for the fiscal 
year 1959 totaled $324 million as compared to $241 million for fiscal 
year 1958. The appropriation act contains a limitation of 15 percent 
for indirect cost payments to educational institutions receiving NIH 
grants for scientific research. 
Extension of Health Research Facilities Act of 1956 


This act was extended for an additional 3 years with appropriations 
authorized at the prevailing rate of $30 million annually. 
“Go-ahead” for construction of National Library of Medicine 

Although the establishment of the National Library of Medicine 
was authorized by an earlier Congress, funds for its activation had 
been held up. This act appropriated a total (combined with an earlier 
supplemental) of $7.3 million for fiscal year 1959 for the construction 
and equipment of the library. 


ESTABLISHMENT OF ADVANCED RESEARCH PROJECTS AGENCY (ARPA) IN 
THE DEPARTMENT OF DEFENSE 


The creation of ARPA under the provisions of H. R. 9739, approved 
as Public Law 85-325, on February 12, 1958, endowed the Secretary 


§ See p. 9. 
80260—58———_8 
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of Defense with specific operational and contractual authority to carry 
out space research and development work on a centralized basis 
rather than assignment to 1 of the 3 military services. 


REORGANIZATION OF RESEARCH AND DEVELOPMENT FUNCTIONS OF THE 
DEPARTMENT OF DEFENSE 


The establishment of the position of Director of Research and 
Engineering under the Department of Defense Reorganization Act 
of 1958 (H. R. 12541, Public Law 85-599), approved August 6, 1958, 
accomplishes three major objectives designed to ameliorate the con- 
ditions under which the Department’s scientific activities are carried 
on, as follows: 

(1) Consolidation and streamlining of the research and development 
function, whereby research responsibilities are brought together in one 
post. The act states that the Director of Research and “Engineering 
will be “the principal adviser to the Secretary of Defense on scientific 
and technical matters.’”’ The Director of Research and Engineering 
is authorized to engage in or contract for (as contrasted to purely 
coordination and funding responsibilities in the past) basic and 
applied research pertaining to weapons systems and other military 
re 13) ments. 

The Director of Research and Engineering is endowed with two 
highty significant attributes—rank above the Assistant Secretaries of 
Defense; and compensation equal to that of the Secretaries of the 
Army, Navy, and Air Force. 

The Director of Research and Engineering is authorized ‘‘to 
direct and control (including their assignment or reassignment) 
research and engineering activities that the Secre tary of Defense deems 
to require centralized management.” 

The act also sets the groundwork for an eventual shift in overall 
ee to engage in space projects of primary military significance 
from ARPA to the Director of Research and E ngineering. 

In summary, the Reorganization Act will permit direct research 
operations by the Office of the Secretary of Defense, either through 
Government laboratories or through contracts, of any projects of a 
multiservice character over which the Secretary of Defense desires to 
maintain centralized management, in lieu of the previous necessity 
of having all projects carried out within the military chain of command 
of 1 of the 3 services. 

The Senate Committee on Appropriations, in its report on the 
Department of Defense appropriation bill for 1959 (S. Rept. 1937 to 
accompany H. R. 12738), made the following comments, relative to 
the urgency and necessity of expanding basic research specifically 
as applied to the research and development programs of the Depart- 
ment of Defense: 


The committee strongly approves the increased emphasis 
placed on research and development programs as requested 
by the Department of Defense and increased by the House of 
Representatives. Amounts contained in the present bill for 
research and development total $2,732,985,000. By includ- 
ing test and evaluation programs, this total will increase to 
about $6.2 billion. 
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However, only a very small percentage of this total repre- 
sent funds directly earmarked for basic research which the 
committee regards as an absolute necessity if we are to main- 
tain a lead in the technological developments which will 
produce scientific supremacy a decade hence. The commit- 
tee is concerned lest a narrow interpretation of language in 
the House report discourage the necessary increase in this 
activity. Testimony before the committee, notably on 
pages 425 and 800 of the Senate hearings, supports a need for 
greatly increased emphasis on basic research. If the history 
of the past two decades is indicative of the future, in a short 
span of years our security may well depend on the emphasis 
and diligence which we today bring to discovering, develop- 
ing and applying basic research to those areas which lie 
beyond our present knowledge. 

The committee therefore urges the Department of Defense 
to assume its rightful responsibility in this field by encourag- 
ing a closely knit cooperation in this area between the Depart- 
ment and other agencies of the Government and public and 
private scientific organizations in order to maintain a pro- 
gram of maximum accomplishment. 


COMMITTEES ON SCIENCE AND ASTRONAUTICS 


The House, in its original bill, H. R. 12575, included a title which 
proposed the creation of a Joint Committee on Astronautics and Outer 
Space. After further consideration, however, the House agreed to 
strike that title of the bill as reported, and adopted a resolution 
(H. Res. 580) establishing a standing Committee on Science and 
Astronautics. The Senate bill did not include a provision to create 
1 Joint Committee, and, in conference, concurred in the House action 
to eliminate this section of the House bill. Following the conference, 
the Senate approved a resolution (S. Res. 327) to establish a standing 
Committee on Aeronautical and Space Sciences. Further details con- 
cerning the creation of these standing committees in the House and 
Senate are covered under title Il of this report, pages 22-30. 


ORJECTIVES OF TITLE I OF S. 3126 


Details relative to the objectives of title 1, those agencies proposed to 
be transferred to the new department, and objections to such action, 
ure set forth on pages 2 through 33 of Senate Document 90, 85th 
Congress. Proposed amendments and revisions to S. 3126, as devel- 
oped by the staff of the Committee on Government Operations, in 
preparing an analysis of the bill after it had been filed in its original 
form, are set forth at pages 56 through 72 of Senate Document 90. 


RELATED LEGISLATION 


In addition to S. 3126 and the bills outlined above, which established 
the National Astronautics and Space Administration, there were other 
legislative proposals introduced in the House and Senate to create a 
Department of Science (S. 3180 and H. R. 11392) and to create space 
soak astronautic committees, commissions, and agencies—10 in the 
Senate and approximately 35 in the House—on which no action was 
taken. 


1 See miscellaneous sclence legislative actions, pp. 58-67. 
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ADMINISTRATIVE ACTIONS ON SCIENCE ACTIVITIES 


The creation of the National Astronautics and Space Administration 
was not in conformity with title I of S. 3126, as proposed to be revised, 
which proposed the transfer of NACA to the newly created Depart- 
ment of Science and Technology, but may be considered as a necessary 
first step toward this ultimate objective. In the meanwhile, the 
President, in recognition of the need to bring about coordination of 
operating proc edures of the various science activities vested in numer- 
ous agencies in the executive branch, appointed an Interdepartmental 
Committee on Scientific Research and Development, and the Presi- 
dent’s Advisory Committee on Science and Tec hnology. 

With the advent of Sputnik, the President appointed Dr. James R. 
Killian, Jr., as his special science adviser. Dr. Wallace R. Brode was 
appointed science adviser to the Secretary of State with the objective 
of reviving the science attaché program. ‘These and other actions 
outlined herein indicate the need for the 86th Congress to review, in 
detail, the various science functions of all departments and agencies 
of the Government, and to give consideration to further legislation 
and recommendations designed to bring about a more centralized 
administrative control and coordination of science activities in the 
Federal Government. 


PROPOSED HEARINGS ON SCIENCE AND TECHNOLOGY ACT, 861TH 
CONGRESS 


The Committee on Government Operations was not afforded an 
opportunity to hold hearings on title I during the 85th Congress, due 
to the rereference of the bill to the Senate Special Committee on 
Astronautics and Space, but the staff, at the direction of the com- 
mittee, has maintained a continuing study of the proposal to establish 
a Department of Science. The response of scientists to the staff 
proposal to establish such a Department, since the release of Senate 
Document 90, has been most gratifying and helpful. Constructive 
criticisms in opposition to the “proposal, as well as stimulating and 
cogent alternative suggestions have been received and will continue 
to be sought by the committee. The committee, therefore, proposes 
to hold hearings on the original and alternative proposals in the 
86th Congress and to give all of them careful consideration, with a 
view to recommending additional reorganization of science programs 
in the executive branch of the Government. as may be found to be 
necessary to effect the essential coordination of such activities. 


COORDINATION OF SCIENTIFIC INFORMATION 


Title I also proposed the transfer of the Office of Technical Services 
from the Department of Commerce and the creation within the new 
Department of a Bureau of Technical Services, with the responsibility 
(a) for the development of a complete science information program, 
utilizing all facilities of the Federal Government now vested in 
agencies which operate related programs; (b) to acquire, in cooperation 
with other public or private agencies, scientific literature from foreign 
and domestic sources; (c) to establish necessary facilities within the 
Bureau, or in other public or private agencies, to collate, declassify, 
translate, abstract, index, store, retrieve, and disseminate information 
essential to the development of scientific and technological programs 





SCIENCE PROGRAMS OF THE FEDERAL GOVERNMENT 15 


as may be determined to be in the national interest and consistent 
with security requirements; (d) to encourage the elimination of duplica- 
tion of effort through the consolidation and coordination of functions 
vested in the Bureau and in other agencies ; (e) to require that the Bu- 
reau supplement and support services provided by non-Government 
sources in the field of collecting, translating, or disseminating scientific 
information; (f) to promote the development and utilization of me- 
chanical aids and new devices for collating, translating, abstracting, 
indexing, storage, and retrieval of scientific and technological informa- 
tion under the control of the Federal Government, and to coordinate 
such data as may be available from other sources; (g) to establish rules 
and regulations governing the distribution of publications as may be 
necessary to assure maximum utilization, including the assessment 
of such fees as may be deemed appropriate; and (h) to undertake 
through available facilities, including educ ational or research institu- 
tions and private laboratories, the “establishment of such additional 
services as may be required to further scientific, engineering, and 
technological research, and to aid in the development of inventions 
discoveries, products, processes, and techniques. 

Hearings on science information and documentation 

Following rereference of the Science and Technology Act of 1958 to 
the Special Committee on Space and Astronautics, an agreement 
was entered into between the chairman of the Subcommittee on 
Reorganization of the Committee on Government Operations and the 
chairman of the special committee to permit this committee to develop 
certain aspects of the proposed program as set forth in title I, relating 
to the establishment of a centralized scientific information center. 

Unde r this arrangement hearings were held by the subcommittee on 
May 2, 6, and 7, and on June 25 rand 26, 1958, to enable the committee 
to ae ‘ evaluate the provisions of S. 3126 and their relation to 
existing programs dealing with assembling, translating, collating, 
abstracting, retrieval, and dissemination of scientific information. 

The first phase of the hearings was directed toward developing 
testimony from representatives of various non-Federal agencies, 
groups, and individuals who are active in this field, in an effort to 
establish the present status of operations of existing private facilities 
and to what extent the Federal Government should participate in 
the formulation of a centralized and coordinated program. 

The second phase of the hearings was directed at developing 
essential facts relative to the pr esent operations of Federal agencies, 
any deficiencies in existing programs, and the need for improvement 
of Federal services in the documentation fie ld, including recommenda- 
tions for the establishment of an adequate program designed to ac- 
complish the essential objectives as developed at the earlier hearings. 
The chairman of the subcommittee, in opening the hearings, stated 
that the subcommittee was proce eding on the assumption that many 
private and industrial abstracting, translating and research groups 
can provide most of this type of service to the Federal research pro- 
grams and scientists in our universities and industries without the 
necessity of establishing a centralized dissemination service under the 
control of the Federal Government. The immediate objective was 
to develop authentic information as to services now being provided 
by private facilities engaged in the dissemination of scientific informa- 
tion, and recommendations for Government participation either in 
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the way of establishing a scientific information center, if found to be 
necessary, or in providing funds in support of existing programs. 

The chairman further emphasized that the subcommittee proposed 
to proceed on the assumption that existing laws are adequate to 
permit agencies of the Government operating in this area, to provide 
the necessary facilities to initiate coordinated Federal programs, with- 
out the necessity of enacting further enabling legislation.’ 

Competent witnesses who are actively engaged in various fields of 
scientific research and documentation, including representatives from 
universities, research institutes, abstract services, libraries, and 
private industrial research laboratories, presented detailed testimony 
at the first hearings. The subcommittee also received testimony 
from the representatives of the National Academy of Science- 
National Research Council, and included in the record of the hearings 
various communications received from scientists, librarians and others 
who submitted information which dealt with all aspects of documen- 
tation of scientific information as well as comments and recommenda- 
tions relating to any of the provisions of the proposed Science and 
Technology Act 

The hearings v were then channeled into the development of essential 
facts relative to the present operation of Federal agencies, deficien- 
cies in existing programs, and the need for improvement of the oper- 
ations of Federal agencies engaged in the documentation field. During 
the period of approximately 8 weeks that had elapsed between the 
first phase of the hearings, the respective agencies had been supplied 
with copies of the previous hearings and requested to examine and 
study the original testimony and to submit to the subcommittee at 
its concluding hearings an evaluation of the specific suggestions and 
recommendations made by representatives of non-Federal groups. 
Agency representatives were also requested to submit recommenda- 
tions as to what further legislative action, if any, was necessary to 
fully implement such proposed programs, or to outline a program 
that might be developed under existing authority of law, with the ob- 
jective of solving the scientific information problems and to insure that 
constructive steps would be taken for the implementation of a com- 
prehensive and effective program. 

All agencies participating in the hearings were in general accord 
that no additional legislative authorization was needed. Dr. Alan T. 
Waterman, Director of the National Science Foundation, stated that- 


At present, the Foundation is actively engaged in recruit- 

ing a steff and developing a program to meet this need for 

an organization that, on a nationwide basis, will be able to 

identify and analyze the strengths and weaknesses in exist- 

ing practices and then to take aggressive action, both to 

develop solutions and to take preventive measures against 

unforeseen future problems * * *. 

The Director assured the subcommittee that the National Science 
Foundation is “taking steps to assume national leadership in the 
scientific and technical information services carried on both within 


§ See pt. I of the hearings on Science and Technology Act of 1958, May 2, 6, and 7, 1958, pp. 2,3 
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and outside of Government,” and that the basic responsibilities of the 
National Science Foundation in this connection were as follows: 


1. Monitoring and assessing scientific information activi- 
ties throughout the world and acting as an information center 
with regard to such activities. 

2. Initiating or stimulating studies that will identify 
problems requiring attention. 

3. Fostering cooperation and coordination among both 
Kederal agencies and non-Federal organizations enge iged in 
activities in this field. 

4. Identifying inadequate services and initiating action to 
improve them. 

5. Identifying gaps in service and taking steps to fill them. 

6. Assuming leadership among agencies and organizations 
in the furtherance of activities le ading to an adequate na- 
tional scientific and technical information service. 


Dr. Waterman stressed the fact however, that “in assuming these 
responsibilities, the Foundation sees itself primarily as an information 
and coordinating center; it will not perform scientific information 
functions or a igi operations that can be or are being carried on 
by other Federal or by non-Federal organizations.”’ 

The Director sat set forth in detail an outline of the overall program 
to be undertaken by the National Science Foundation in connection 
with the following specific areas: ° 


1. Storage and retrieval of mechanical translation develop- 
ments and studies and other aspects requiring investigation ; 
Support of primary publications; 

[Improvement of secondary publications; 
Unpublished research information; 
Scientific data and reference centers; and 
6. Foreign science information. 


ori co bo 


In concluding his testimony, Dr. Waterman also stated that— 


in order to keep our plans and programs continually and 
realistically responsive to the information needs of the 
scientific community, we shall establish an advisory com- 
mittee representing the interests of industry, science, and 
Government. Also, we shall continue to seek the advice 
and counsel of competent individuals and groups both 
within and outside of Government. 


In a letter addressed to the chairman of the subcommittee, in 
response to a suggestion made prior to the hearings, that consider- 
ation be given about the possibility of establishing a board of science 
documentation similar to the Airways Modernization Board, Dr. 
Waterman stated that if “after 6 months or a year it appears that 
our present method of solving the information proble ms is not prac- 
tical and is not effective, then perhaps we should give new consider- 
ation to formation of such a board.” 

As a part of the overall program to be established through adminis- 
trative actions under existing legislative authority, it was also pointed 


* See pp. 342-346, hearings, June 25, 1958. 
10 See p. 303, hearings, June 25, 1958. 
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out at the hearings that the Department of Commerce, through its 
Office of Technical Services, was proposing to establish a foreign tech- 
nical information center to provide abstracts and translations of Soviet 
technical documents and articles for American science and industry. 

The Director of OTS stated that, in order to initiate and support 
the program to make the Soviet bloc material available, the Office of 
Technical Services, with the approval of the Bureau of the Budget, 
had requested an appropriation of $860,000, of which $300,000 was 
allocated by the House, and that the Senate increased this allocation 
to $750,000. In conference, a compromised figure of $510,000 was 
approved. The objective of the proposed program is to enable the 
Office of Technical Services to act as a central clearing house for the 
dissemination of Soviet scientific data to other Federal agencies, and 
to scientists, libraries, and industries which have need for it. Most of 
the scientific data and information proposed to be disseminated was 
being or already had been translated by various agencies of the Gov- 
ernment such as the Central Intelligence Agency, the National Science 
Foundation, and the Atomic Energy Commission, for their own pur- 
poses, and was not now available for general distribution. 

The Under Secretary of Commerce, Mr. Walter Williams, summar- 
ized the functions of each of the three important Federal agencies 
which will participate in the documentation program set forth by the 
Director of the National Science Foundation, as follows: 


First, we have developers of information and a coordinat- 
ine function to prevent duplication—National Science Foun- 
dation. 

Secondly, we have depositories where the information is 
housed—the Library of Congress. 

Third, we have a centralized clearinghouse which directs 
the citizen to the information he needs—the Office of Tech- 
nical Services. 


To this program outline Dr. Burton W. Adkinson, head of the Office 
of Scientific Information, National Science Foundation, added the 
following: 


We are organizing an advisory committee and a series 
of panels to consider specific problems. These will be formal 
committees. The informal conferences will continue. Also 
there is an interdepartmental committee. * * * 

The Interdepartmental Committee on Research and 
Development meets regularly, for the purpose of keeping the 
different departments informed on what all of them are 
doing and to discuss problems of coordination—as well as 
other problems that need attention. The chairmanship is 
rotated among the departments that are represented. The 
directors of research and the administrative officers in charge 
of research are represented on this committee. 

There is at the present time a subcommittee of the Inter- 
departmental Committee on Foreign Science, of which I am 
chairman, which has discussed the problem. In fact, the idea 
of OTS assuming responsibility for disseminating the ab- 
stracts, translations, and other material on foreign science 
was endorsed by this group. In other words, the Interdepart- 
mental Committee will provide a forum which will improve 
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the coordination and will also help by furnishing information 
which will enable all people to be informed about each other’s 
work. That is its big job, plus responsibility to recommend 
improvement, corrections, actions to correct faults, and the 
limitation of other activities. * * * 

We invite the Library of Congress in on all problems, be- 
cause their collections are the keystone to the information 
activities in the Government. They must understand what 
we want, and we must understand what they want to do. 
They will participate. * * * 

* * * We are setting up an arrangement whereby the 
National Bureau of Standards will be the clearinghouse and 
research advisory body on machine work within the Federal 
Government. 


PROPOSED CREATION OF A SCIENCE INFORMATION SERVICE 


The original National Defense Education Act of 1958 (S. 3187, 
title XIII), introduced on January 30, 1958, proposed that there be 
established in the National Science Foundation a Science Information 
Service (1) to provide, or arrange for the provision of, indexing, 
abstracting, translating, and other services leading to a more effective 
dissemination of scientific information, and (2) to undertake pro- 
grams to develop new or improved methods, including mechanized 
systems, for making scientific information available. A somewhat 
similar bill (H. R. 9611), proposing the establishment of a National 
Se i nee Council, was introduced in the House of Representatives. 

S. 3187 also provided that the National Science Foundation should 
establish a Science Information Council, consisting of the Librarian 
of Congress, the Director of the National Library of Medicine, the 
Director of the Department of Agriculture Library, and the head of the 
Science Information Service to advise, consult with, and make recom- 
mendations to the head of the Science Information Service. 

The original bill was superseded by S. 4237 which contained these 
provisions as title XI, and H. R. 13247 was later substituted for 

. 4237 in the Senate. 

H. R. 13247 was amended to include title XI, and passed the Senate 
on beaten 13 3, 1958. The bill, as amended, was agreed to in conference 
on August 2 1958. ‘The House, in its conference report (H. Rept. 
2688), ad on this title as follows: 


Under this provision of the Senate amendment the Na- 
tional Science Foundation would be required to establish a 
Science Information Service. ‘The Foundation, through the 
Service, would provide for indexing, abstrac ting, translating 
and other services leading to a more effective dissemination of 
scientific information. It would also undertake to develop 
improved methods for making scientific information available. 

The Senate amendment provided for the establishment of 
a Science Information Council by the National Science 
Foundation within the Foundation to advise, consult with, 
and make recommendations to, the head of the Science Infor- 
mation Service. ‘The Council would consist of the Librarian 
of Congress, the Director of the National Library of Medi- 
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cine, the Director of the Department of Agriculture Library, 
and the Head of the Science Information Service, as ex officio 
members. Fifteen additional members would be appointed 
by the Director of the National Science Foundation. Six of 
the appointed members would be experts in the fields of sci- 
ence, six leaders in librarianship and scientific documentation ; 
and three representatives of the lay public interested in the 
fields of communication. The appointments are for a term 
of 4 years, except that in order to provide for staggered terms, 
t of the members first appointed will serve for a term of 3 
years, 4 for a term of 2 years, and 3 for a term of 1 year. 
If a member is appointed to fill a vacancy occurring before 
the expiration of the term, the appointment shall be only for 
the remainder of such term. No member may be reap- 
pointed until after 1 year has elapsed since the end of his pre- 
ceding term. ‘The Council is to meet at least twice a year or 
more often if necessary. 

The National Science Foundation would have the same 
power and authority under this title that it has under the 
National Science Foundation Act of 1950. Under the Senate 
amendment, all the grants under the title were required to 
be approved by the National Science Board. 

The title authorized the appropriation, starting with the 
fiscal year which ends June 30, 1959, of such amounts as may 
be necessary to carry out the provisions of the title. 

The House bill contained no comparable provision. The 
conference substitute adopts this Senate provision with the 
single exception that the provision which requires grants to 
be approved by the National Science Board was deleted as 
unnecessary in light of certain recent enactments. 


H. R. 13247 was approved as Public Law No. 85-864 on September 
2, 1958.4 
PROGRAM OF NATIONAL ACADEMY OF SCIENCE 


The hearings before the Subcommittee on Reorganization also 
developed the fact that the National Academy of Sciences—National 
Research Council was actively engaged in developing a program of 
cooperation in the documentation field. Dr. Detlev W. Bronk, 
President of NAS, advised the Western Reserve University, on May 
14, 1958, in response to a request received from Dr. Jesse H. Shera, 
Executive Secretary of the Council on Documentation Research, that 
the NAS was expecting to establish an Advisory Board on Informa- 
tion and Documentation in Science with members of high competence, 
including both scientists and information specialists, to prepare a plan 
for effective action on the problem. The letter from Dr. Bronk to 
Dr. Shera in regard to this program follows: 


i See p. 58, S. Doc. 90; and pp. 35-41 and p. 65 of this report for details of provisions incorporated in 
the act. 
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NationaL AcapEMy oF SCIENCEs, 
NATIONAL ResEarcuH Council, 
Washington, D. C., May 14, 1968. 
Dean Jesse H. SHeEra, 
School of Library Science, 
Western Reserve University, Cleveland, Ohio. 

Duar Dr. Sura: In response to your letter of May 12, I am glad 
to advise you that on April 27, 1958, the Governing Board of the 
Academy-Research Council approved recommendations that emerged 
from discussions at the National Research Council meeting on March 
31 and April 1, of the request addressed to us by the Council on 
Documentation Research. 

Under these recommendations we expect to establish an Advisory 
Board on Information and Documentation in Science with members 
of high competence, including both scientists and information special- 
ists, to prepare a plan for effective action on the problem. ‘This 
Board would have a small full-time professional staff to assist it in 
carrying out its study. The functions of the Board would include the 
following: 

1. To scrutinize the national and international problems in this 
field on a general policy level. 

2. To make a survey and assessment of the knowledge now available 
and of the work in progress. 

3. To prepare a plan for the coordination, by appropriate agencies, 
of the many activities now being carried on in this field under the 
auspices of the Academy-Research Council and elsewhere in the 
country. 

4. To address itself to certain concrete and immediate problems, 
including assistance to the Office of Scientific Information of the 
National Science Foundation, the assessment of proposals for research 
undertakings, the identification of areas where new knowledge is 
needed, etc. 

5. To effect liaison in its study among the several committees and 
groups now studying the problem, including the Committee on Infor- 
mation in the office of Dr. James R. Killian, Assistant to the Presi- 
dent for Science and Technology, the Federation of Abstracting and 
Indexing Services, etc. 

6. To prepare a plan for an information center on the subject of 
information and documentation in science. 

We plan to proceed along these lines in the near future, and we 
shall be very glad to have the assistance and advice of the Council on 
Documentation Research, 

Sincerely yours, 
Detitev W. Bronk, President. 
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TITLE II—STANDING COMMITTEES ON SCIENCE AND 
TECHNOLOGY 


In the original draft bill of the proposed Science and Technology 
Act (Committee Print No. 2 2, January 17, 1958), it was proposed that 
standing committees on Science and Technology § should be created in 
the Senate and House of Representatives, with oversight jurisdiction 
over science generally. In introducing S. 3126, however, the sponsors 
concluded that it would be preferable to omit this title from the bill 
for the following reasons: 

(1) Consideration should first be given by the leadership of the 
House and the Senate as to whether or not a Department of Science 
and Technology is to be created; in the event that a decision is made 
in favor of such a Department, the establishment of such committees 
would then be essential; (2) leadership determination should also be 
ascertained in both Houses before definite proposals should be con- 
sidered (a) to effect the necessary rules changes governing majority 
and minority assignments relative to the number of committees to 
which a Member may be assigned, and (0b) to resolve questions con- 
cerning seniority and the abolition of the Joint Committee on Atomic 
Energy; and (3) a determination should be made as to whether such 
committees should be created to insure coordination of civilian science 
functions at the legislative level, regardless of whether a new Depart- 
ment of Science is established. 

The staff, in setting forth the objective of this title, pointed out 
that scientific research and technology have attained such an impor- 
tant status in the Government that standing committees on science 
and related activities should be created, in recognition of the fact that 
there was an urgent need for the coordination of science and technology 
oversight jurisdiction at the legislative level. A full explanation of 
the objective of this proposal, which also set forth the deficiencies that 
have resulted and would continue to result in the legislative process 
by the appointment of joint committees with continuing legislative 
authority, are contained in Senate Document 90, pages 34-41. The 
staff draft of a proposed substitute bill proposing the creation of such 
standing committees is set forth at pages 63-66 of Senate Doc. 90. 


HOUSE COMMITTEE ON SCIENCE AND ASTRONAUTICS 


Following the submission of its reports on H. R. 12575,” to provide 
for research into problems of flight within and outside the earth’s 
atmosphere, the Select Committee on Astronautics and Space Explora- 
tion of the House of Representatives recommended that a provision 
originally contained in that bill, proposing the creation of a Joint 
Committee on Space and Astronautics, be deleted and in lieu thereof 
adopted a resolution, House Resolution 580, which was agreed to on 
July 21, 1958, establishing a standing Committee on Science and 
Astronautics to consist of 25 members. The following is the full text 
of that resolution: 





12 See p. 6. 
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RESOLUTION 


Resolved, That the Rules of the House of Representatives 
are hereby amended as follows: 

Rule X, clause 1, is hereby amended by inserting after (p) 
the following: 

“(q) Committee on Science and Astronautics, to 
consist of twenty-five Members.” 
and by renumbering subsection (q) as “‘(r)’’; (r) as ‘‘(s)” and 
(s) as “‘(t)”. 

Rule XI, clause 11, is hereby amended to read as follows: 

‘11. Committee on Interstate and Foreign Commerce. 

‘“‘(a) Interstate and foreign commerce generally. 

““(b) Civil aeronautics. 

“(c) Inland waterways. 

‘“(d) Interstate oil compacts and petroleum and natural 
vas, except on the public lands. 

“(e) Public health and quarantine. 

“(f) Railroad labor and railroad retirement and unemploy- 
ment, except revenue measures relating thereto. 

“(o) Regulation of interstate and foreign communications. 

‘“‘(h) Regulation of interstate and foreign transportation, 
except transportation by water not subject to the jurisdiction 
of the Interstate Commerce Commission. 

“(i) Regulation of interstate transmission of power, except 
the installation of connections between Government water- 
power projects. 

“(j) Securities and exchanges. 

‘‘(c) Weather Bureau.” 

Rule XI is further amended by inserting after clause 16 the 
following: 

“17. Committee on Science and Astronautics. 

“(a) Astronautical research and development, including 
resources, personnel, equipment, and facilities. 

“(b) Bureau of Standards, standardization of weights and 
measures, and the metric system. 

‘“‘(c) National Aeronautics and Space Administration. 

“‘(d) National Aeronautics and Space Council. 

‘“(e) National Science Foundation. 

“(f) Outer space, including exploration and control thereof. 
‘“‘(x) Science scholarships. 

“(h) Scientific research and development.” * * *. 


The following extracts from House Report No. 1837, which accom- 
panied House Resolution 580, set forth the need for such a committee 
and its jurisdiction: 


This resolution provides for the establishment of a new 
standing legislative committee of the House to be known as 
the Committee on Science and Astronautics. The committee 
is to consist of 25 members. The resolution has the support 
of the leadership on both sides of the House. 

The resolution transfers to this committee certain functions 
heretofore under the jurisdiction of other standing com- 
mittees, particularly the Committee on Interstate and 
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Foreign Commerce and the Committee on Armed Services, 
and the resolution also creates certain new functions incident 
to space development. This matter has been taken up with 
the chairmen of the Committee on Armed Services and the 
Committee on Interstate and Foreign Commerce, and they 
are in agreement with this resolution establishing this new 
committee. 

This resolution gives to the new committee primary 
jurisdiction over “outer space, including exploration and 
control thereof’ and also ‘‘astronautic research and develop- 
ment including resources, personnel, equipment, and facili- 
ties.”” It also gives this committee across-the-board juris- 
diction over basic scientific research and science scholar- 
ships and over legislation relating to scientific agencies which 
include (1) the Bureau of Standards, ste andardization of 
weights and measures, and the metric system; (2) the 
National Advisory Committee for Aeronautics; and (3) the 
National Science Foundation. 

The purpose of and reason for this resolution is to set up a 
committee having full and complete jurisdiction in a broad 
area that has come to have great significance in recent years. 
Aside from the spectacular developments which are being 
made in outer space research and which have both military 
and civilian importance, mankind has reached that stage in 
the development of science and the industrial arts where 
governments must, as a matter of survival, give new em- 
phasis and attention to basic research. Legislative action in 
those fields is certain to become a matter of greater frequency 
and greater importance in the near future. We think we 
have come to the time in which a committee with across-the- 
board jurisdiction in this area should be established. Our 
Government is now engaged in considerable research effort 
in many fields of pure science, and it is the part of wisdom 
that these efforts be studied and examined from a legislative 
angle, and the establishment of this committee emphasizing 
this field will make a marked contribution in this direction. 
It will prevent a duplication of witnesses appearing before 
several committees as they do now. It will enable this 
committee to follow through and to cooperate with the 
executive in the operation of the space agency, doing so in 
an effective manner from a legislative angle. 


SENATE COMMITTEE ON AERONAUTICAL AND SPACE SCIENCES 


Following this House action the Special Committee on Space and 
Astronautics in the Senate also reported a resolution (S. Res. 327) to 
establish a Committee on Aeronautical and Space Sciences to consist 
of 15 Senators. ‘The text of this resolution reads as follows: 


RESOLUTION 


Resolved, That (a) paragraph 1 of rule XXV of the Standing 
Rules of the Senate (relating to standing committees) is 


13 Resolution amended on floor of the House to apply to National Aeronautics and Space Administration 
created under Public Law 85-568, 
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amended by inserting therein, immediately after part (0) 
thereof, the following new part: 

(1) Committee on Aeronautical and Space Sciences, 
to consist of fifteen Senators, to which committee shall be 
referred all proposed legislation, messages, petitions, memo- 
rials, and other matters relating primarily to the following 
subjects: 

‘“‘(A) Aeronautical and space activities, as that term is 
defined in the National Aeronautics and Space Act of 1958 
except those which are peculiar to or primarily associated 
with the development of weapons systems or military 
operations. 

“(B) Matters relating generally to the scientific aspects 
of such aeronautical and space activities, except those which 
are peculiar to or primarily associated with the developments 
of weapons systems or military operations. 

‘‘(C) National Aeronautics and Space Administration. 

‘““(2) Such committee also shall have jurisdiction to 
survey and review, and to prepare studies and reports upon, 
aeronautical and space activities of all agencies of the 


United States, including such activities which are peculiar 


to or primarily associated with the development of weapons 
systems or military operations.” 

(b) Part (c) of paragraph 1 of rule XXV of the Standing 
Rules of the Senate (relating to the Committee on Armed 
Services) is amended by adding at the end thereof the 
following new subpart: 

“13. Aeronautical and space activities peculiar to or 
primarily associated with the development of weapons 
systems or military operations.”’ 

(c) Part (j) of paragraph 1 of rule XXV of the Standing 
Rules of the Senate (relating to the Committee on Interstate 
and Foreign Commerce) is amended by inserting in subpart 4, 
immediately preceding the period at the end the reof, a comma 
and the following: “except aeronautical and space activities 
of the National Aeronautics and Space Administration”’. 

(d) Paragraph 6 (a) of rule XVI of the Standing Rules of 
the Senate (relating to the designation of ex officio members 
of the Committee on Appropriations) is amended by adding 
at the end of the tabulation contained therein the following 
new item: 

“Committee on Aeronautical and For aeronautical and space activ- 

Space Sciences ities and matters relating to the 

scientific aspects thereof, except 
those peculiar to or primarily 
associated with the develop- 
ment of weapons systems or 
military operations.” 

Sec. 2. (a) Effective for the remainder of the Eighty-fifth 
Congress, paragraph 4 of rule XXV of the Standing Rules of 
the Senate is amended to read as follows 

“4, (a) Each Senator shall serve on two standing com- 
mittees and no more; except that not to exceed twenty-four 
Senators of the majority party, and not to exceed twelve 
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Senators of the minority party, who are members of the 
Committee on the District of Columbia, the Committee on 
Government Operations, the Committee on Post Office and 
Civil Service, or the Committee on Aeronautical and Space 
Sciences may serve on three standing committees and no 
more. 

“(b) In the event that during the Eighty-fifth Congress 
me silos of one party in the Senate are replaced by members 
. the other party, the thirty-six third-committee assignments 

hall be dist bated 3 in accordance with the following table: 


“Senate seats Third-committee assignments 
Majority Minority Majority Minority 
48 48 26 10 
19 47 24 12 
50 46 22 14 
51 15 20 16” 


(b) Effective Unless otherwise determined, effective at the 
beginning of the Eighty-sixth Congress, par: graph 4 of rule 
XXV of the Standing Rules of the Senate is amended to read 
as follows: 

“4. Each Senator shall serve on two standing committees 
and no more; except that not to exceed twenty-two Senators 
of the majority party, and not to exceed ten Senators of the 
minority party, who are members of the Committee on the 
District of Columbia, the Committee on Government Oper- 
ations, the Committee on Post Office and Civil Service, or the 
Committee on Aeronautical and Space Sciences may serve on 
three standing committees and no more.” 


JURISDICTION OF COMMITTEES ON SCIENCE 


It will be noted that the House of Representatives, in establishing 
the standing Committee on Science and Astronautics, vested much 
broader jurisdictional authority in ba committee than was allocated 
to the Committee on Aeronautical and Space Scie nee s in the Senate. 

Also no action was taken by either | House with reference to coordi- 
nating nuclear energy into the space program. ‘The staff of this com- 
mittee stressed the fact that, unless affirmative action is taken to 
transfer the functions and jurisdiction of the present Joint Committee 
on Atomic Energy to standing committees on science, as was proposed 
by the staff in the original and revised draft of the Science and Tech- 
nology Act of 1958, a serious committee jurisdictional problem will 
remain.'* The staff, as well as some scientists who are familiar with 
the problems involved, also pointed out that there is little doubt but 
what nuclear energy will of necessity be an important factor in the 


4 See pp. 33-41, S. Doc. 90 
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development of any program which involves navigation in space 
beyond the earth’s atmosphere.” 

It follows, therefore, that the solution of this problem will be an 
important duty and responsibility of the new committees created 
under the provisions of the above-mentioned resolutions, in order that 
the next Congress may review the legislative processes involved and 
give further consideration to clarifying and coordinating the over- 
sight jurisdiction of the respective standing committees on science, 
as well as to clear up their relationship and possible conflicts with the 
Joint Committee on Atomic Energy. 

The new committees should also give consideration to the establish- 
ment of Joint Committees on Space and Astronautics and Atomic 
Energy, similar to the Joint Committee on Internal Revenue Taxation, 
or to subcommittees covering these and other specific science areas 
coming within their jurisdiction, so that such joint committees or 
subcommittees may have special jurisdiction over these areas, with 
appropriate funds and special staffs as may be authorized by the re- 
spective Houses of Congress under resolutions introduced for that pur- 
pose. This suggested action would accord with the present status of 
the Joint Committee on Internal Revenue and Taxation which has no 
legislative jurisdiction and acts as a service committee to the House 
Committee on Ways and Means and the Senate Committee on 
Fir lance 

Further study of these legislative problems was indicated as being 
necessary in the report submitted to the Senate by the Committee on 
Rules and Administration (S. Rept. 1925), recommending the crea- 
tion of a standing Committee on Astronautics and Space Agencies, 
from which the following is quoted: 


This action, and the character and importance of aero- 
nautical and space activities, require the Senate to establish 
its own standing committee. Only in this way can the 
Senate insure that it will handle future aeronautical and 
space legislation in a comprehensive and expeditious manner, 
and also keep a vigilant oversight over rapidly expanding 
aeronautical and space developments. 

The resolution gives to the new committee jurisdiction 
over matters pertaining to aeronautical and space activities 
“except those which are peculiar to or primarily associated 
with the development of weapons systems or military opera- 
tions.” These military aspects are added to the jurisdiction 
of the Senate Armed Services Committee. The new com- 
mittee would have the authority, however, to ‘“‘survey and 
review, and to prepare studies and reports” on aeronautical 
and space activities of all agencies, including the military. 
The new committee would also have specific jurisdiction over 
matters relating to the new National Aeronautics and Space 
Administration. 

The Committee on Interstate and Foreign Commerce 
retains jurisdiction over “civil aeronautics’? but from this 
term is now excepted aeronautical and space activities 

~ 48 See article by Dr. A. Hunter Dupree, p. 307, hearings on S. 3126, June 25, 1958. See also statements of 
Dr. William Pickering, p. 40, 8. Doc. 90, and of the President in Introduction to Outer Space, p. 5, issued 


by the White House March 26, 1958. (Congressional Record, March 26, 1958, pp. 4909-4912; U. 8. Govern- 
ment Printing Office, Washington 25, D. C., price 15 cents.) 
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conducted or directed by the new National Aeronautics and 
Space Administration. 


In commenting on the establishment of the Special Committee on 
Astronautical and Space Exploration, as proposed by Senate Resolu- 
tion 256, Senator Lyndon B. Johnson of Texas indicated the broad 
scope of the studies made by the Senate Preparedness Subcommittee 
which recommended the creation of the select committee. In com- 
menting on the hearings before this subcommittee, Senator Johnson 
stated: 


In the course of those hearings, it quickly became apparent 
that we were being led into fields beyond our proper jurisdic- 
tion. It also became apparent that there could be no real 
answers to the Nation’s security problems unless those fields 
were explored. 

The ballistic missile is merely the rear guard of the age in 
which earthbound men throw weapons at each other. The 
satellite is merely the advance guard of the space age. 

They cannot be c onsidered adequately unless they are put 
into the context of America’s national policy. 

Mr. President, we must have the views of men skilled in 
our foreign policy. We must have the views of men skilled 
in military policy. We must have the views of men skilled 
in commercial policy. We must have the views of men 
skilled in the new sources of atomic power. And all of these 
views must be tied into the structure of our present Govern- 
ment and our present society. 

This need is apparent already. It is reflected in views 
which have been advanced by thoughtful men and in bills 
which have been introduced in this Congress. 

The resolution before the Senate does not seek to advance 
any of those views, to reject any of those views, or to sup- 
plant any of those views. It is simply an effort to provide 
an adequate forum where they can be considered fairly, 
prudently, and adequately, in the Nation’s interest, without 
regard to parties. 

It is my hope that during this session we can resolve some 
of the basic issues. ‘To resolve those issues, however, we 
must have a committee with sufficient jurisdiction to consider 
the proposals together and to weigh their merits.’™* 


ESTABLISHMENT OF A PANEL OF COMPETENT AND EXPERIENCED 
SCIENTISTS FOR ASSISTANCE TO THE CONGRESS—SENATE CON- 
CURRENT RESOLUTION 119 


Another important factor in the establishment of a comprehensive 
legislative program and in effecting adequate processes for the co- 
ordination of science activities of the Federal Government was pointed 
up through the introduction of Senate Concurrent Resolution 119 by 
Senator Ralph Yarborough, on August 16, 1958. This resolution 
directed the Committees on Government Operations in the Senate 
and House of Representatives to devise suitable procedures to estab- 
lish “‘a continuously revised and rotated panel of not less than 100 


1§s Congressional Record, February 6, 1958, p. 1552. 
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competent and experienced members of the scientific community of 
the United States who are available for service on request as scientific 
consultants to the Congress.” 

The standing Committees on Science in the House and Senate will 
undoubtedly find it necessary to expand the authority of such com- 
mittees, with the necessary funds, to make it possible for them to 
establish adequate and qualified staffs, and to obtain such consultants 
as legislative programs may from time to time require in the various 
fields of science in connection with the varied legislative proposals 
referred to them, in order to expand and coordinate science programs 
and activities of the Federal Government. The proposal contained in 
Senate Concurrent Resolution 119 for a revolving panel of scientific 
consultants would make it possible for these committees, if the resolu- 
tion is revised to apply to them, to obtain the best possible profes- 
sional assistance and give them a continuing opportunity to consult 
with and receive advice from the most competent and experienced 
members of the entire scientific community of the United States. 

The full text of Senate Concurrent Resolution 119 follows: 


CONCURRENT RESOLUTION 


Whereas the Congress of the United States of America 
and the scientific community are in urgent need of continu- 
ous consultations in order to serve the needs of the United 
States of America appropriately and adequately i: the gen- 
eral national interest and for the national defense needs in the 
present period of accelerated research and development; and 

Whereas problems and issues of great significance to man- 
kind are daily before the Congress of the United States, and 
the solution of many of those problems and issues require 
contributions from the knowledge and experience of the 

scientific community; and 

Whereas the Congress has need for consultation with 
qualified members of the scientific community in arriving at 
timely and judicious decisions and procedures: Now, there- 
bore, be it 

Resolved by the Senate (the House of Representatives concur- 
ring), That it is the sense of the Congress that— 

(a) a continuously revised and rotated panel of not 
less than one hundred competent and experienced mem- 
bers of the scientific community of the United States 
who are available for service on request as scientific con- 
sultants to committees of the Congress should be 
prepared by the Committees on Government Operations 
of the Senate and the House of Representatives; and 
that select personnel of such a panel should be made 
available to the appropriate committees of the Congress; 
and upon committee invitation, at least semiannual 
reporting and/or conferring should be arranged and 
otherwise meetings should be called by the request of 
the chairmen of appropriate committees of the Congress. 

(b) individuals whose names are selected for place- 
ment upon such panel should be chosen from Govern- 
ment officers and employees and from individuals in 
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private life on the basis of competence, experience, 
integrity, availability, and ability to communicate not 
only to professional scientists, but to laymen; and 

(c) the Committees on Government Operations of the 
Senate and the House of Representatives should devise 
suitable procedures to provide for individuals whose 
names are placed on such panel appropriate compensa- 
tion and reimbursement for expenses incurred while 
rendering service for congressional committees. 


TITLE II—NATIONAL INSTITUTES OF SCIENTIFIC 
RESEARC H 


This title of the Science and Technology Act of 1958 sets forth a 
proposed congressional policy providing for a greatly expanded pro- 
gram for basic scientific research in the United States. The bill and 
Senate Document 90 (pp. 41-48) stressed the fact that the national 
interest requires that the United States Government afford to creative 
scientists the environment and advanced facilities most conducive to 
the ee of such research, either by the establishment of research 
centers, or by making available the funds, incentive, and encourage- 
ment necessary to enable the establishment or support of such centers 
through nonprofit organizations outside the Federal Government. 
It was further declared to be the purpose of this title to encourage the 
establishment and support of scientific research centers for the con- 
duct of basic and applied research by making available adequate 
financial support necessary to attract and utilize, to the fullest extent 
possible, the most talented, qualified and creative scientists in the 
Nation. 


GRANTS FOR SUPPORT OF SCIENTIFIC RESEARCH S. 4039 


At the request of the National Science Foundation, the chairman 
of the Subcommittee on Reorganization of the Committee on Gov- 
ernment Operations introduced in the Senate, a bill, S. 4039, to au- 
thorize the expenditure of funds through grants for support of scien- 
tific research. 

In commenting on the purpose of this proposal, the Director of the 
National Science Foundation stated that— 


The purpose of this bill is to advance and promote the 
progress of scientific research in the United States and to 
provide for greater flexibility and economy in the adminis- 
tration of such research, by authorizing Federal Government 
departments and agencies engaged in the support of basic 
scientific research at institutions of higher education or other 
nonprofit organizations to (1) make grants for the support 
of such research; and (2) vest in such institutions or organiza- 
tions, without further aecoon to the Government, title to 
equipment purchased with such grant or contract funds 
provided for the support or conduct of such research. 

S. 4039 would not authorize any new research programs or 
activities or increase Federal expenditures. The authority 
granted by its provisions would be entirely permissive in 
nature, leaving it up to each individual agency to exercise its 
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discretion with regard to whether it uses the grant or contract 
procedure and whether it retains title to equipment purchased 
under the contract or grant. 


Hearings were held on S. 4039 in connection with the subcom- 
mittee’s consideration of a program for the coordination and central- 
ization of scientific information and documentation on June 25 and 
26, 1958.%° At the conclusion of the hearings, the Committee on 
Government Operations reported the bill, with perfecting amend- 
ments, to the Senate on July 30, 1949 (S. Rept. 2044). S. 4039 was 
passed by the Senate August 4, and by the House on August 19, 1958, 
It was approved by the President as Public Law 85-934, on September 
6, 1958. 


Position of the National Science Foundation on national research insti- 
tutes 
In response to the request from the Committee on Government 
Operations, Dr. Alan T. Waterman, the Director of the National 
Science Foundation, submitted the following statement on June 24, 
1958, relative to the position of the National Science Foundation on 
national research institutes: 


From time to time since its establishment, and especially in 
recent months, suggestions have come to the National Science 
Foundation for the establishment of new types of Federal 
a. In the period since the successful launching by 
the U.S. S. R. of an earth satellite many proposals have been 
advanced ranging from a national science academy patterned 
on West Point and Annapolis to national research institutes 
in particular fields of science similar to the Max Planck and 
Kaiser Wilhelm Institutes in Germany. 

With respect to a national science academy, established 
and operated by the Federal Government to provide intensive 
training in the sciences, the National Science Board is of the 
opinion that such an institution would unnecessarily dupli- 
cate the educational facilities and activities of the colleges 
and universities, would tend to weaken rather than 
strengthen them, and therefore would tend to lower the 
educational potential of the Nation. 

Arguments in support of the establishment of national 
research institutes run along the following lines: 

(a) The national needs for basic research are becoming so 
great in particular fields of science that universities faced 
with rapidly expanding enrollments cannot be expected at 
present income levels to meet such needs. 

(6) Facilities required for some kinds of basic research are 
so costly as to necessitate concentration of research at a 
single or a few locations. 

(c) Special or unusual conditions may arise which require 
a concentration of research efforts at a particular time and 
in a particular field when the existing facilities at universities 
are inadequate or unsuited to the work. 

The National Science Board believes that it is unwise to 
attempt to generalize on this matter across all fields of 
science. However, the following principles apply: 


6 See title I of this report, p. 15 and pt. 2 of hearings. 
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The House Committee on Interior and Insular Affairs also approved 
a bill, H. R. 9121 (H. Rept. 2486) on August 6, 1958, providing for the 
construction, equipping, and operation “of a geoph ysic ‘al institute in 


the Territory of Hawaii. The following is quoted from the House 
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Basic research and graduate training, the primary re- 
Bei 0 of institutions of higher education, are generally 
inseparable. Continuous and close interaction between the 
two functions are necessary for the effective training of 
future scientists and for progress of science and education. 

The establishment of large and costly physical facilities 
for basic research beyond the capacity of a single university 
may, in some cases, require interuniversity, Government, 
or other sponsorship and management. 

3. Access to such physical facilities established primarily 
through Government assistance should be encouraged for 
any competent scientist, regardless of his affiliation with the 
management group. 

4. National needs for large undertakings in applied re- 
search and development should be met, whenever feasible, 
through existing resources and organizations, including indus- 
trial and Government laboratories and research centers 
financed by the Government. 

In particular fields or subfields of science, the needed 
effort may be of such character, magnitude or urgency as to 
render desirable the creation of completely new institutions 
for specialized basic research. However, in any such instance 
there must be ample evidence that existing facilities are 
inadequate or inappropriate. Furthermore, such new, spe- 
cialized institutions and organizations as may be created 
should, wherever possible, be established in proximity to, and 
associated with one or more institutions of higher learning. 

The National Science Foundation stands ready to consider 
and evaluate proposals for new basic research activities within 
the foregoing principles. 


GEOPHYSICAL INSTITUTE IN HAWAII 


report: 


The joint resolution of August 1, 1956 (70 Stat. 921), 
authorized and directed the National Science Foundation to 
conduct an investigation for the purpose of determining the 
need for and the feasibility and usefulness of a geophysic cal 
institute to be located in Hawaii. The National Science 
Foundation strongly recommended the construction and 
equipping of such an institute at the cost of $2,500,000 and 
that it should become a part of and under the control of the 
University of Hawaii. The Foundation also recommended 
that local maintenance should be financed by the Territory 
of Hawaii. 

In filing its report, the Foundation pointed out that 
Hawaii is uniquely located in the Central Pacific where 
research in the following specialized fields can be pursued: 
Meteorology, volcanology, seismology, geology, geography, 
hydrology, astrophysics, cosmic radiation, tropical weather- 
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ing and erosion, and ichthyology and marine studies. The 
establishment of this institute will prove as useful in provid- 
ing data of a tropical nature as has the Institute of Geo- 
physics at the University of Alaska in furnishing Arctic data. 

H. R. 9121 was amended in committee to provide for the 
equipping and operation of the institute, as well as for its 
construction. 

H. R. 9121 passed the House August 12, 1958, and referred to the 
Senate Committee on Interior and Insular Affairs, where no action 
was taken. 

Another bill, S. 7431, proposing the appropriation of $2,500,000 to 
the NSF for the construction and equipment of a geophysical institute 
in Hawaii was not acted upon by the House Committee on 
Appropriations. 


NEED FOR INSTITUTES OF SCIENTIFIC RESEARCH 


As was pointed out in the information developed by the staff in 
Senate Document 90 (p. 45), the establishment of institutes of scien- 
tific research will enable this Nation to meet not only its basic scientific 
needs, but would make important contributions toward the develop- 
ment of its applied research as well. Since the committee staff orig- 
inally stressed the point that the institutes which might be created in 
accordance with the objectives of this title would be operated primarily 
by educational or other nongovernmental institutions on a nonprofit 
basis with the funds supplied by the Federal Government, or, in cer- 
tain instances in part by private industry, this act will permit opera- 
tions of this nature under contracts or grants from one or more Federal 
agencies which may have an interest in broad research programs. 

As was pointed out by Dr. James R. Killian, at the MIT regional 
conference on March 1, 1958, “it is increasingly clear that within 
institutions it is going to be necessary to create groups of a size 
sufficiently large to be effective in achieving an integrated approach to 
certain complex scientific and technological problems. We need to 
think of how we can establish institutes within educational institutions 
which make possible a multiple-discipline attack on a problem.” 

Examples of the types of institutes that may be eventually estab- 
lished would be Institutes of Meteorology, Oceanography, and Solar 

qnergy. In these fields the needed effort in the national interest 
appears to be of such magnitude as to be beyond the existing resources 
of single universities or presently established research institutes, 
Also, economic incentives do not presently exist which would justify 
the undertaking of large research programs in these fields by indus- 
trial firms. Additionally, scientific progress in meteorology and solar 
energy may have ultimate implications of the highest significance with 
respect to arid areas of the world which are economically under- 
developed and politically uncommitted. 

At the present time the National Science Foundation is encouraging 
discussions among universities actively engaged in meteorological 
research regarding the desirability and feasibility of a National In- 
stitute for Atmospheric Research. The National Science Foundation 
is also encouraging discussion among scientists relative to the need for 
an expanded national effort in oceanography. 
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AUTHORIZING A PROGRAM FOR RESEARCH IN FIELD OF 
WEATHER MODIFICATION 


A bill, S. 86, providing for the amendment to the National Science 
Foundation Act by adding a new section 3 (a) (9) was approved by the 
Senate on August 5, 1957, and passed the House amended on July 
19, 1958. The Senate agreed to the House amendments on July 1, 
and the bill was approved as Public Law 85-510 on July 11, 1958. 
The act authorizes and directs the Director of the National Science 
Foundation ‘‘to initiate and support a program of study, research, 
and evaluation in the field of weather modification, giving particular 
attention to areas that have experienced floods, drought, hail, light- 
ning, fog, tornadoes, hurricanes, or other weather phenomena, and to 
report annually to the President and the Congress thereon.”’ 


NEED FOR NATIONAL INSTITUTE OF METEOROLOGY 


Dr. Edward Teller, director of the radiation laboratory of the 
University of California, in a letter to Senator Hubert H. Humphrey 
under date of May 14, 1958, wrote, concerning the need for support of 
work in meteorology in the United States, as follows: 


UNIVERSITY OF CALIFORNIA, 
RapraTion LABORATORY, 
Liwermore, Calif., May 14, 1958. 
Hon. Husert H. Humpurey, 
United States Senate, 
Wash ington, EP. C., 

My Dear Senator Humpnrey: You are correct in assuming that 
I am greatly concerned about lack of support of work in meteorology 
in the United States. I am a member of the Committee of the Na- 
tional Academy of Sciences which concerns itself with meteorological 
questions. The Chairman of this Committee is Lloyd Berkner, 
Associated Universities, Inc., 10 Columbus Circle, New York City. 

Our Committee has recommended expanded work on meteorology 
in existing institutions. It also has stressed particularly the need for 
a national institute which is to concern itself with the science of the 
atmosphere.” A recommendation to this effect was presented to 
Dr. Killian on February 5 of this year. I have no information 
whether any further action has taken place. 

I believe that work on meteorology may turn out to be vital both 
in our present contest with Russia and in the more important context 
of developing our power over nature for the benefit of mankind. 
I am therefore very grateful that you gave me this opportunity to 
express my concern. 

Sincerely yours, 
Epwarp Teuuer, Director. 





17 See pp. 31-33; also a report entitled, ‘‘ Research and Education in Meteorology,”’ prepared by the Com- 
mittee on Meteorology, National Academy of Sciences—National Research Council, dated January 25, 1958. 
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TITLE [V—EDUCATIONAL LOANS 


The basic objective of title IV of the proposed Science and Tech- 
nology Act, as originally drafted and in its revised form, was to provide 
educational loans specifically for the education of students beyond 
the secondary school level in the physical and biological sciences, 
mathematics, and engineering. In view of the fact that the coverage 
of the title was limited to these fields, the staff of the committee felt 
it would be appropriate to include this title as a part of the basic 
Science and Technology Act. Details of the proposal are set forth 
on pages 48-52 of Senate Document 90, which proposed direct loans 
to qualified students rather than educational assistance in the form 
of grants. 

The title placed a limitation on loans not to exceed $1,500 per 
student for an academic year for a period not to exceed 5 years. 
Provision was also made that students who complete the prescribed 
courses of study, and who accept full-time employment in the Federal 
Government, or employment on any project or program designated 
by the Secretary, would be entitled to cancellation of the loan, includ- 
ing accrued inter est, at arate equal to each year of service in an ‘amount 
equivalent to the yearly loans made under the program. The objec- 
tive of this latter proposal was to encourage qualified graduates in 
science to enter the Federal service in technical positions where there 
was a short supply of qualified persons and it was difficult for the 
Government to compete with private enterprise in the payment of 
salaries to Federal employees comparable to those paid in private 
industry. 

As will be noted hereinafter in this section of the report, adjustments 
and other benefits have been enacted by the Congress to provide in- 
creased pay schedules, special training benefits, and the payment of 
transportation and per diem to appointees when in travel status to 
accept scientific positions when such positions are in short supply and 
are certified by the Civil Service Commission to be essential to the 
defense program. 

The general objectives of this title are also covered by a number of 
other legislative actions which were considered by the Senate Com- 
mittee on Labor and Public Welfare and the House Committee on 
Education and Labor, the details of which are set forth in the follow- 
ing, and also the concluding, sections of this report. 


NATIONAL DEFENSE EDUCATION ACT, 1958 


Bills of general coverage were filed in the House of Representatives 
(H. R. 13247), and in the Senate (S. 3187 and S. 4237), to strengthen 
the national defense and to encourage and assist in the expansion and 
improvement of education programs to meet critical national needs. 
The sponsors of the Senate bill specifically indicated that the provisions 
of S. 4237, as approved by the committee, were directed to strengthen 
science and technology through programs designed to stimulate the 
development and to increase the number of students in science, 
engineering, mathematics, modern foreign languages and other dis- 
ciplines, and to provide additional facilities for the teaching thereof; 
to promote the development of technical skills essential to the national 
defense; to assist teachers to increase their knowledge and improve 
their effectiveness; and toinform our scientists promptly and effec- 
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tively of the results of research and study carried on in the United 
States and throughout the world. 

S. 4237 contained separate titles, in addition to its general pro- 
visions, relating to national defense scholarships which provided for 
(a) establishment of a national defense student loan program; (6) 
financial assistance for strengthening science, mathematics, and mod- 
ern language instruction; (c) establishment of institutions for public 
school teachers and counselors; (d) national defense fellowships; 
(e) guidance, counseling, testing, identification, and encouragement of 
able students; (f) language deve lopment; and (q) establishment of 
Science Information Service to be administered through a Science 
Information Council. 

In explanation of the proposed act, the Senate Committee on Labor 
and Public Welfare in its report (S. Rept. 2242), stated that its objec- 
tive “was to approve a coordinated program for strengthening the 
national defense through an interrelated set of proposals designed to 
assist State, local, and private effort to develop America’s brainpower 
for defense, by stimulating students, teachers, parents, and school 
authorities to seek the highest possible attainment in learning.” The 
report also set forth the following objectives of the proposed legisla- 
tion: 


Scholarship awards are offered to stimulate and challenge 
high school students to do their best, and to stimulate par- 
ents to insist not only that their children work hard, but 
that their schools provide the proper courses of instruction. 
Additional scholarship grants based on need will also aid 
scholarship winners to complete a 4-year college education. 
Student loans will be available to other highly qualified col- 
lege students needing financial assistance. 

A limited number of fellowship grants are offered those 
who advance into graduate school to obtain their doctoral 
degrees and thus better qualify themselves to be college 
instructors. 

Secondary- and elementary-school teachers will have the 
opportunity to attend special institutes where they may 
increase their knowledge of the subjects they teach. Able 
students will be encouraged to become teachers by a forgive- 
ness feature in the student loan program under which re- 
cipients who later enter the teaching profession will have their 
loans canceled in 5 years at the rate of 20 percent for each 
year they teach. 

The bill provides for aptitude testing of children as they 
are entering high school, in order to identify the particular 
talents and potentialities of each child. To assure that all 
of our children, and especially those most gifted intellectually, 
can be encouraged to develop their abilities to the maximum, 
guidance and counseling services will help high school stu- 
dents along paths of study best suited to their individual 
capacities, and will give particular attention to urging that 
the ablest and most promising take the courses that will 
qualify them for admission to college. 

Provision is made for research and experimentation in the 
use of television and other modern mediums of communica- 
tion for educational purposes. 
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To enable students to secure the most benefit from courses 
in science, mathematics, and modern foreign languages, 
grants will be made to State educational agencies, on & 
matching basis, for purchase of modern laboratory equip- 
ment. 

To help meet the defense and foreign relations needs of the 
Nation, language and area centers will be provided to give 
instruction in the language and culture of foreign people, 
especially those in Africa, the Middle East, Asia, and the 
Soviet Union. 

To help assure an adequate supply of technical personnel 
to assist scientists and engineers, area vocational educational 
schools will be created to give instruction in techniques and 
skills essential to the national defense. 

To assure that scientists and researchers shall have avail- 
able to them the lastest developments in their fields, there is 
established a Science Information Service for indexing, 
abstracting, translating, and distributing to American 
scientists the findings of scientific research throughout the 
world. 

From the small child sitting in a grade-school classroom to 
the doctor of science working 1n a defense research laboratory 
is along span. Each step up the ladder of learning is more 
difficult and more challenging. Motivation, drive, and 
incentive are the sine qua non of the search for knowledge. 


The House Committee on Education and Labor included in the 
bill reported to the House (H. Rept. 2157) special titles, in addition 
to its general provisions dealing with national defense scholarships, 
as follows: loans to students in institutions of higher education; grants 
to States for strengthening science, mathematics, and modern lan- 
guage instruction in public schools; establish language institutes; ex- 
pansion of graduate education; guidance, counseling, testing, identifi- 
cation, and. encouragement of able students; and research and experi- 
mentation and more effective utilization of television, radio, motion 
pictures, and related mediums for educational purposes. 

The ae is quoted from the House report which accompanied 
H. R. 1324 


The purpose of this bill, H. R. 13247, is to assist in the 
improvement and strengthening of our educational system 
at all levels and to encourage able students to continue their 
education beyond high school. It is designed to accom- 
plish these objectives “by (1) establishing a limited program 
of Federal scholarships, (2) establishing loan programs for 
students at institutions of higher education, (3) providing 
grants to States for strengthening science, mathematics, 
and modern foreign language instruction in public schools, 
(4) establishing language institutes and area centers to ex- 
pand and improve the teaching of languages, (5) assisting in 
the expansion of graduate education, (6) assisting in the 
improvement of guidance, counseling, and testing programs, 
(7) providing for research and experimentation in the use of 
television, radio, motion pictures, and related mediums for 
educational purposes, and (8) improvement of statistical 
services of State educational agencies. 
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The bill contains all of the corresponding proposals re- 
commended in 1958 by the Department of Health, Educa- 
tion, and Welfare, plus two others, the loan program and 
the provision for research and experimentation in more 
effective utilization of television, radio, motion pictures, 
and related mediums for educational purposes. * * * 

A number of provisions in the bill ere aimed specifically 
at reducing the waste of needed talent which results when 
students with great potential ability drop out of school or 
college too soon. Several other provisions sre designed to 
encourage an improvement and expansion in the teaching 
of science, mathematics, and modern foreign languages. 
Another provision recognizes the need for more college 
teachers to prepare future scientists, teachers, and leaders in 
many fields. 

Although our national security is handicappe ‘d by short- 
ages of highly trained persons in all fields of endeavor, 
many thousands of young people with bigh ability drop out 
of high school before graduation or fail to attend college 
subsequent to graduation. This is a loss not only to these 
young people, but to the Nation as a whole. The bill pro- 
vides grants to support improved State and local programs 
of counseling, guidance, and testing to help identify able 
students and encourage them to remain in school and 
achieve their optimum of performance based on their in- 
telligence and aptitude. The bill also provides a limited 
scholarship program as a major incentive to able students, 
and to help assure that those identified as having great ability 
will not be denied educational advancement because of lack 
of funds. Further, a program of loans to college and uni- 
versity students is provided to help students who need 
financial assistance to continue and complete their education. 

It is exceedingly important to maintain a balanced program 
of instruction in all fields. The committee does not desire 
that one field of training be developed at the expense of 
another. It is evident, however, that many of our elementary 
and secondary schools today are not providing instruction in 
science, mathematics, and modern foreign languages of 
sufficient quality or quantity to meet today’s increasing needs 
in these fields. Serious shortages of equipment in all three 
fields exist. H. R. 13247 provides financial assistance to 
States for use by local school systems in improving equipment 
and materials in the fields of science, mathematics, and 
modern foreign languages, both in quality and in quantity. 
Grants also are provided to assist State departments of 
education in expanding their professional services to local 
schools in these subjects. In addition to grants to the States, 
the legislation authorizes the establishment of institutes for 
teachers to improve the quality of instruction of modern 
foreign languages in the elementary schools, the secondary 
schools, and the colleges and universities. Language insti- 
tutes and area study centers would also be established to 
provide training in the so-called rare languages, many of 
which are not now taught in the United States, but which are 
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spoken by many millions of people and are essential to the 
conduct of our economic, cultural, and political relations with 
other peoples. Grants for basic research in improved instruc- 
tion and newer methods and materials in the teaching of 
modern foreign languages are also provided. 

Serious shortages of faculty members already exist in 
colleges and universities; yet, enrollments are expected to 
double by 1970. H. R. 13247 proposes to assist in resolving 
this problem by awarding fellowships to students who intend 
to complete advanced graduate education and enter college 
teaching as a profession. In order to encourage the expan- 
sion of facilities to train these additional graduate students 
the bill authorizes cost-of-education payments to institutions 
of higher education on behalf of students attending graduate 
schools on fellowships financed under title VI of this bill. 

The members of the committee believe that the bill offers 
an effective approach to those critical areas of shortage and 
neglect which now carry highest priority in the national 
interest—in the teaching of science, mathematics, and 
modern foreign languages. The committee believes, too, 
that the related sequence of programs in testing, counseling, 
scholarships, loans, and fellowships—to identify, encourage, 
and assist the ablest students who need help—will be of gr 
value in the continuing effort to conserve and develop the 
critically needed human resources of our country. 

In the development of this legislation, the committee 
members have sought to preserve the fundamental principle 
that education in our country is a State and local responsi- 
bility. States and institutions of higher education retain 
basic responsibility for planning and administering the 
programs authorized in the bill. 


In the conference report accompanying H. R. 13247 (H. Rept. 
2688), the committee set forth in detail the differences between the 
House bill and the amendments of the Senate which substituted 8. 
4327 as approved by the Senate. In explanation of the changes 
effected in conference, by Senator Lister Hill, chairman of the Com- 
mittee on Labor and Public Welfare, the following is quoted from his 
statement in support of the conference report: 8 


With the exception of the scholarship provision, the bill 
is substantially the same as the bill which passed the Senate. 
The scholarship provision went out of the bill entirely * * *. 

The loan provision provides that a student may receive a 
loan on the basis of ability and need, not to exceed $1,000. 
Over a period of time the student cannot borrow more than 
$5,000. The loan would be repaid over a 10-year period, be- 
ginning 1 year after the borrower left college, with an interest 
rate of 3 percent. Up to 50 percent of the loan could be for- 
given if the borrower should teach in a public elementary or 
secondary school. The forgiveness feature would operate at 
10 percent a year until 50 percent of the loan had been 
forgiven. 


18 Congressional Record, August 22, 1958, pp. 17577-17578. 





40 





SCIENCE PROGRAMS OF THE FEDERAL GOVERNMENT 


The conference report would authorize $70 million, first, for 
making grants to State educational agencies for the purpose 
of acquiring laboratories and other special equipment, includ- 
ing audiovisual materials and equipment and printe 1d mate- 
rials, other than textbooks, suitable for use in public 
elementary and secondary schools to provide education in 
science, mathematics, or modern foreign language; and, sec- 
ond, for making loans to nonprofit elementary or secondary 
schools for the purchase of science teaching equipment. 

Grants made to the States would be required to be matched 
on a dollar-for-dollar basis. Twelve percent of the appropri- 
ation would be reserved for making the above-mentioned 
loans to provide nonprofit elementary or secondary schools. 
These loans would be repaid over a period of up to 10 years. 
Five million dollars is authorized to be used for administra- 
tion and for the expansion or improvement of supervisory or 
related services in public elementary and secondary schools 
in the fields of science, mathematics, or modern foreign 
language. 

The conference report would authorize 1,000 fellowships 
the first year and 1,500 for each of the succeeding years for 
graduate students who are interested in teaching at the 
college or university level. 

The conference report authorizes $15 million a year for 4 
years for making grants to State educational agencies, with 
matching by the States on a dollar-for-dollar basis after the 
first year, for a program directed at identifying outstanding 
students, advising them concerning courses, and encouraging 
them to attend college. 

Six million dollars would be authorized for institutes for 
the training of guidance and counseling personnel. 

The conference report authorizes the Commissioner to 
contract with institutions of higher education for the estab- 
lishment and operation by them of centers for instruction in 
languages now rarely taught in the United States and for 
instruction in other fields to provide a full understanding of 
the areas in which such languages are commonly spoken. 

The conference report authorizes foreign language insti- 
tutes for advanced training, for individuals engaged in or 
preparing to engage in the teaching, or supervising or training 
of teachers, of any modern foreign language in elementary 
schools. Seven million two hundred and fifty thousand 
dollars would be authorized for each of the 4 years of this 
program. 

The conference report authorizes the appropriation of $3 
million for fiscal 1959 and $5 million for each of the 3 succeed- 
ing years to enable the Commissioner to conduct, assist, and 
foster research and experimentation in the development and 
evaluation of projects involving new media of communication 
which proves of value to education at all levels. 

The conference report amends the George-Barden Act by 
adding a new title III to it. Under this new title, $15 million 
is authorized to be appropriated each fiscal year to allow 
States and local areas to conduct less-than-college-grade 
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courses designed to fit individuals for useful employment as 
technicians and skilled workers in occupations requiring 
scientific or technical knowledge. 

The conference report would direct the National Science 
Foundation to establish a Science Information Service. 
The Service will be responsible for providing for indexing, 
abstracting, translating, and other services leading to a 
more effective dissemination of scientific information. The 
Science Information Service would also undertake programs 
to develop new or improved methods, including mechanized 
systems, for making scientific information available.” 

The Senate bill authorized the appointment of a number 
of additional supergrade positions in the Office of Education. 
30th House and Senate conferees agreed that such positions 
should be authorized to enable the Commissioner of Educa- 
tion to hire highly competent men to administer the new pro- 
grams authorized by this legislation. However, because of 
the parliamentary situation it was decided to leave this pro- 
vision out of the conference report. This should not be taken 
to mean that the conferees believed that such additional 
positions will not be necessary. 


The conference report on H. R. 13247 was approved by the Senate 
on August 22 and by the House on August 23, 1958. It was approved 
as Public Law 85-864 on September 2, 1958. 


PAYMENT OF TRAVEL AND TRANSPORTATION COSTS OF PERSONS SELECTED 
FOR APPOINTMENT TO POSITIONS IN THE NATURAL AND MATHEMATICAL 
SCIENCES, ENGINEERING, AND ARCHITECTURAL FIELDS, AND TO 
RELATED TECHNICAL POSITIONS 


A bill, H. R. 11133, was approved by the House of Representatives 
on June 26, 1958, to amend section 7 of the Administrative Expenses 
Act of 1946, to provide for the payment of travel and transportition 
costs of persons selected for appointment to certain positions in the 
continental United States. In its original form, the bill would have 
authorized heads of departments and agencies of the Government to 
pay travel and moving expenses of prospective employees reporting 
to such positions determined to be in shortage categories, and whose 
skills are critical to the national security, provided the Civil Service 
Commission certified that such positions are so classified. 

This committee, in considering the House action, amended the bill 
by eliminating extension of such authority which would have author- 
ized payments to prospective employees who were requested to come 
to a Government agency for an interview prior to appointment, and 
restricted the application of the legislation to persons appointed to 
positions in the natural and mathematical sciences, engineering, and 
architectural fields, and to related technical positions in those skills 
which are critical to the national security effort. 'The Senate amend- 
ment also reduced the period of application from 5 years to 2 years, in 
order to insure review of the program in the next Congress. 

H. R. 11183 passed the Senate in amended form on August 11, and 
the House agreed to the Senate amendments on August 14, 1958. 
The bill in its revised form was approved as Public Law 85-749 on 
August 25, 1958. 


19 See recommendation No, 11, p. 57, S. Doc. 90; 8. Rept. 2185. 
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Public Law 480 to collect, collate, translate, abstract, and 
disseminate scientific and technological information and to 
conduct and support scientific activities overseas. I[t is 
specified that these activities could include programs and 
projects of scientific cooperation between the United States 
and other countries, such as coordinated research against 
diseases common to all of mankind or unique to individual 
regions of the globe. 

Activities of this kind authorized by the amendment seem 
to the committee to hold great promise. There is, for ex- 
ample, great need in the United States for translations and 
abstracts of scientific works published abroad. There is equal 
need abroad for such works published in the United States. 
There are many excellent scientific institutions abroad 
which could do even more effective work if they could receive 
even marginal increments in funds, and these funds are fre- 
quently available, in local currencies, as a result of operations 
under Public Law 480. Obvious possibilities are raised of 
fruitful collaboration between the American and foreign 
scientific communities. This collaboration should be advan- 
tageous not only in terms of its scientific results but also in 
terms of better people-to-people understanding. This is 
perhaps particularly true in regard to medical research. 

The amendment does not in itself make funds available. 
It simply authorizes the use of Public Law 480 foreign curren- 
cies for the purposes stated. The amendment leaves to the 
President the question as to which executive agencies will 
administer these programs. However, it is contemplated 
that the National Science Foundation might be a principal 
collating and disseminating agency of general scientific in- 
formation and that the Public Health Service would be active 
in regard to collating, translating, and disseminating medical 
information. 


[Extracts from sec. 502 (1), H. Rept. 1941 (to accompany H. R. 12181) 
dated June 20, 1958] 


USE OF PUBLIC LAW 480 CURRENCY FOR SCIENCE (SEC. 502 (1)) 


The Senate amendment amended section 104 of the Agri- 
cultural Trade Development and Assistance Act of 1954, as 
amended (Public Law 480), by adding a provision author- 
izing the use of Public Law 480 currencies for scientific activ- 
ities. Under the provision, Public Law 480 currencies could 
be used to collect, collate, translate, abstract, and dissemi- 
nate scientific and technological information. They could 
also be used to conduct and support scientific activities over- 
seas, including programs of scientific cooperation between 
the United States and other countries. Such cooperative 
projects and programs would include coordinated research 
against disease. The House bill contained no similar 
provision. 

The managers on the part of the House receded and 
accepted the Rents provision. 
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Recent events have demonstrated the need for increased 
emphasis on scientific activities. There is an urgent need 
for translations and abstracts of scientific articles and books, 
both in the United States and abroad. ‘This section will 
help meet that need. Furthermore, this provision will result 
in the United States, through cooperative activities, securing 
the benefits of increased scientific activity and research 
abroad. It will help in eliminating diseases common to all 
mankind and those which are common to particular regions. 

The provision does not in itself make funds available to 
any agency of the United States. It authorizes the use of 
Public Law 480 currencies for the purposes stated but leaves 
to the President the question as to which executive agency 
will administer the program. 


The final conference report amended the second paragraph of the 
original conference report, No. 1941, above, to read as f ollows: 


AMENDMENTS TO SECTION 502 (1), H. REPT. 2038 (TO ACCOM- 
PANY H. R. 12181), DATED JUNE 26, 1958 


The managers on the part of the House receded and 
accepted the Senate provision with an amendment to make 
clear that no foreign currencies can be used for this purpose 
unless specific appropriations are made therefor. 


House Report No. 2038 also deleted the fourth paragraph of its 
original conference agreement. 

H. R. 12181, as agreed to in conference, was approved by the 
House and the Senate on June 27, and by the President, as Public 
Law No. 85-477 on June 30, 1958. 

A somewhat similar provision was incorporated in the bill, H. R. 
12954, amendments to the Agricultural Act. Title I of the bill proposed 
to amend section 4 of the Agricultural Trade Development Assistance 
Act of 1954, by inserting a new section 105 to read as follows: 


\MENDMENT TO SECTION 104, PUBLIC LAW 480 (H. R. 12954), 
85TH CONGRESS, 2D SESSION, JUNE 19, 1958 


Suc. 105. Section 104 of such Act is amended by adding 
the following new paragraph: 

“(m) For financing under the direction of the Librarian of 
Congress, in consultation with the National Science Founda- 
tion and other interested agencies, (1) programs outside the 
United States for the analysis and evaluation of foreign books, 
periodicals, and other materials to determine whether they 
would provide information of technical or scientific signifi- 
cance in the United States and whether such books, periodi- 
cals, and other materials are of cultural or educational 
significance; (2) the registry, indexing, binding, reproduc- 
tion, cataloging, abstracting, translating, and dissemination 
of Sout, periodic als, and ‘Telated materials determined to 
have such significance; and (3) the acquisition of such books, 
periodicals, and other materials and the deposit thereof in 
libraries and research centers in the United States specializing 
in the areas to which they relate;” 
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The House report which accompanied H. R. 12954 (H. Rept. No. 
1939) of June 19, 1958, commented as follows relative to this proposed 
provision: 

This section authorizes the use of foreign currencies 
accruing under title I of the act to be used for financing an 
intensified and expanded program of locating, evaluating, 
translating, and obtaining foreign books, periodicals, and 
other publications outside the United States which are of 
scientific, technical, and cultural significance in this country. 
Such programs have been carried on rather intensively by 
the Library of Congress since World War II and substantial 
dollar appropriations have been used for this purpose. This 
section would not only permit the expansion of this valuable 
work but would very possibly permit the use of some foreign 
currencies in place of appropriated dollars. 


H. R. 12954, which included other titles comprising a comprehensive 
farm program, was rejected in the House, but the Senate approved a 
companion bill, S. 3420, in amended form on July 23, 1958, providing 
for the extension of the Acricultural Trade Development Assistance Act 
of 1954, which would authorize the use of Public Law 480 funds, 
as originally incorporated in H. R. 12954. 

In the statement of the managers on the part of the House in 
support of the conference report on S. 3420 (H. Rept. 2694), it was 
also stated that— 


The committee of conference was in complete agreement 
on the objectives of this section (Malaria Eradication, Public 
Health, and Related Uses), and emphasizes its view that 
more liberal use should be made of the authority now exist- 
ing in section 104 of the Act for financing non-self-liquidating 
projects or the development of human resources and skills. 
Experience has demonstrated that many such constructive 
projects—for example, in education, malaria er: adication, and 
public health—are not suitable for financing on a loan basis. 
We are convinced that there are frequently cases of this sort 
where use of foreign currency sales proceeds on a grant basis 
can serve a higher priority development need than would be 
possible through their use on a loan basis. The conference 
committee deemed the application of section 1415 of the 
Supplemental Appropriations Act, 1953, to grants in such 
instances to be inappropriate and urges the P resident to make 
more liberal use of his authorities under this act than has 
been the case in the past. 


The House and the Senate adopted the conference report on S. 3420 
on August 22, 1958, and it was approved as Public Law 85-931, 
September 6, 1958. 


FUNDS FOR SUPPORT OF OVERSEAS PROGRAM 


In accordance with the action taken by the conferees on the bill 
to amend the Mutual Security Act (H. R. 12181) which became 
Public Law 85-477 on July 30, 1958, the Bureau of the Budget sub- 
mitted, to the Appropriations Committee of the Senate, on behalf of 
the President, a request for an appropriation in the amount of 
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$5,100,000 (S. Doc. 110) for the purchase of foreign currencies, to be 
used for the dissemination of scientific and technical information and 
supporting scientific activities overseas as required by the language 
of the act. 

The following is a letter from the Assistant Director of the Bureau 
of the Budget, ‘dated July 24, 1958, addressed to Dr. Alan T. Water- 
man, Director of the National Science Foundation, which sets forth 
the need for these funds, and authorizes the National Science Foun- 
dation to take primary responsibility in presenting the matter to the 
Congress: 

EXECUTIVE OFFICE OF THE PRESIDENT, 
Bureau oF THE BupGeEt, 
July 24, 1958. 
Hon. Atan T. WaTERMAN, 
Director, National Science Foundation, Washington, D. C. 

My Drar Dr. Waterman: The President recently transmitted a 
supplemental request to the Senate, under the title “Funds Appro- 
priated to the President, Translations of Publications and Scientific 
Cooperation,” for language authorizing the equivalent of $5,100,000 
in foreign currencies accruing under title I of the Acriculture Trade 
Development and Assistance “Act of 19! 54, as amended, to be available 
for the purposes of section 104 (k) of that act. This section was re- 
cently added by the Mutual Security Act of 1958 and authorizes the 
use of foreign currencies from the sale of agriculture products abroad 
for translations of foreign scientific publications and for other scientific 
purposes. The $5,100,000 includes $1,200,000 for translations to be 
contracted for by the National Science Foundation and other Federal 
agencies and $3,900,000 for research to be sponsored by the Depart- 
ment of Agriculture. 

The authorization for this purpose is proposed to be made to the 
President because there are a number of programs involved in the 
use of these funds and there is a need for flexibility and coordination 
in the allocation of currencies of different countries, the availability 
of which may change from time to time. 

It is requested that the National Science Foundation take primary 
responsibility for justifying and explaining the proposed program of 
forei ‘ign translations because of its coordinating role in science informa- 
tion matters and because it has already taken the lead in developing 
a pilot project for translation of Russian publications in Israel which 
is incorporated in this estimate. It is understood that representatives 
of other agencies involved in the translation and research program 
will be available to explain further the utilization of $5,100,000 in 
foreign currencies. 

Sincerely yours, 
Rosert E. Merriam, 
Acting Director. 

Dr. Waterman appeared before the Senate Committee on Appro- 
priations on July 29, 1958, and submitted the following statement in 
behalf of this request (pp. 337-348, hearings on H. R. 13450, the 
Supplemental Appropriations Act, 195 9): 


The National Science Foundation has been requested by 
the Bureau of the Budget to act as the principal witness in 
presenting the request for authorization to use the equivalent 
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of $5,100,000 in foreign currencies for the purpose of securing 
translations of foreign scientific literature and for the support 
of scientific research in countries abroad. The foreign cur- 
rencies required are presently available having accr ued from 
the sale of surplus agriculture products under title I of the 
Agricultural Trade Development and Assistance Act of 1954, 
as amended. The authority to use such foreign currencies 
for scientific purposes is contained in an amendment to sec- 
tion 104 (k) of that act, which was passed by the Congress 
just last month. I would like to request permission, Mr. 
Chairman, to have the letter from the Bureau of the Budget 
placed in the record as it clearly summarizes the program 
and the reasons for having the requested authorization made 
to the President. 

The $5,100,000 requested would be used for two primary 
purposes: 

(1) $1,200,000 is proposed for use in the translation of for- 
eign scientific literature; and 

(2) $3,900,000 would be utilized by the Department of 
Agriculture for the support of scientific research abroad. 

I shall confine my remarks to the translation of scientific 
literature. Dr. T. C. Byerly of the Department of Agricul- 
ture is here to explain the research program. 

The $1,200,000 for translation of foreign scientific and tech- 
nical literature would be allocated to 6 Government agencies: 
the Atomic Energy Commission, the Department of Agri- 
culture, the Department of the Interior, the National Insti- 
tutes of Health, and the National Library of Medicine of the 
Department of Health, Education, and Welfare, and the 
National Science Foundation. Representatives of each of 
these agencies are here today. 

The funds we are requesting would be used to translate 
scientific and technical publications into English from 
Slavic, Oriental, and east European languages. Foreign 
currencies are now available in six countries competent to 
perform such translations: India, Indonesia, Israel, Finland, 
Poland, and Yugoslavia. Exhibit I," which you have before 
you, provides a breakdown of the request for funds by the 
Federal agencies and the countries in which the translations 
would be made. Satisfactory translation of scientific litera- 
ture requires more than the ability to translate the written 
word. It requires also a thorough knowledge of the field of 
science involved. You may immediately question whether 
people of such competence are available. We are confident 
they are. For example, we know that there are over 100 
scientists and engineers in Israel who are competent to make 
such translations, and we know there are a number of com- 
petent scientists in Indonesia who can translate Japanese 
scientific literature. In each of the six countries where we 
propose to utilize foreign currencies there exists a group of 
scientists and engineers competent to perform the trans- 
lations. 





21 Sea p. 52. 
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The material under consideration for translation is not 
current issues of periodicals or forthcoming books but back 
issues or older materials which have been identified by 
scientists and engineers as necessary to the understanding 
of the research and development efforts in foreign countries 
and to the further advancement of science in the United 
States. 

In order to maintain its preeminent position in science 
and technology, it is essential for the United States to have 
a detailed knowledge of the scientific and technical advances 
in other countries. Since foreign currencies are available 
to the United States, it seems wise for us to make use of such 
funds to employ the intellectual effort of scientists and 
engineers to assist in research projects of interest to the 
United States and in translating information on research 
and development activities in foreign countries into English. 

The need for such scientific translations has been stated 
in testimony before several congressional committees, and 
many statements have appeared in the public and scientific 
press of this country pointing out the urgency for increasing 
the United States effort in making information on foreign 
scientific research and technical developments more readily 
available to United States engineers and scientists. This 
need has been emphasized by the tremendous advances in 
science and technology achieved by a number of countries 
in the Eastern Hemisphere. We are aware that such 
countries as the U. 8. S. R., China, Japan, and some of the 
east European countries are putting a great amount of their 
financial and human resources into scientific and technical 
research and development. Since most of the scientists 
and engineers in this country are not able to read the east 
European, Slavic, or Far Eastern languages, it seems es- 
sential to take steps to make this information quickly and 
easily available to our scientists and engineers. One of the 
best ways to secure a review of foreign scientific activities is 
to translate their important scientific and technical 
publications. 

Some people have raised the question as to the need for 
such translations or for other projects to determine what the 
U.S. S. R., Japan, or China are doing in science and tech- 
nology. I would like to point out that in a recent discussion 
between a member of my staff and a representative of an 
engineering consultant firm it was indicated that there is now 
available a very good book covering advances that the 
— have made in techniques for transmitting electrical 
current for long distances with very little loss of power. 
A Soviet journal carried an article on advances in the 
exploitation of oil by the development of a very effective 
turbodrill. All such advances have tremendous economic 
value to the United States in their application. Of course, 
the Russian satellite program has certainly shown they are 
inaking tremendous advances in the use of rocket engines, and 
e xamples could be given of the quality of their advanced re- 
search in the fields of geophysics, oceanography, electronics, 
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and theoretical physics. The Russians have long been 
known for their strength in mathematics and astronomy. 
Japan is making considerable progress in scientific areas of 
real importance to the United States, and such information 
as we have indicates that China is making a determined effort 
in science, the results of which we should learn more about. 
As you know, the Federal Government has been expend- 
ing considerable effort in translating materials of direct 
interest to the military and intelligence community. In 
addition, the National Institutes of Health and the Na- 
tional Science Foundation in cooperation with the Atomic 
Energy Commission and the Office of Naval Research have 
a program for translating the important scientific and tech- 
nical journals published in the U.S. S. R. Currently there 
are over 30 English-language versions of Soviet journals 
being prepared through “subsidy by the Federal Govern- 
ment and approximately 20 additional ones published by 
private enterprise in the United States. Also, the National 
Science Foundation and National Institutes of Health have 
arranged for a clearinghouse on translations prepared in the 
Federal Government by universities, and commercial and 
industrial organizations. This activity is being strength- 
ened by the Office of Technical Services in the Department 
of Commerce, which is assuming responsibility for the collec- 
tion and dissemination of translations both Federal and non- 
Federal. Their activities are closely coordinated with the 
Special Libraries Association Translations Center at John 
Crerar Library, which has been supported by the National 
Institutes of Health and the National Science Foundation. 
Even though these present efforts have been very useful, 
there has been a constant demand for translation of older 
materials which cannot now be translated because limited 
funds and other priority requirements have dictated that 
current material be translated first. Therefore, very few 
of these older significant publications have been translated. 
The National Science Foundation during the past few months 
has explored with the Government of Israel the possibility 
of that country translating and publishing noncurrent 
Slavic books and periodic als. As I mentioned earlier, this 
exploration has progressed to the point where we know Israel 
has more than 100 scientists and engineers whose efforts 
can be used for this purpose. Israel ‘has tbe organization 
and facilities for preparing these translations and for editing, 
publishing, and distributing them. Present information 
indicates that the cost for translating, editing, publishing, 
and distributing both in the United States and in Israel is 
approximately $25 a page. Preliminary investigations indi- 
cate that there are scientists and engineers as well as com- 
petent organizations in India, Indonesia, Finland, Poland, 
and Yugoslavia to carry on similar translation projects. I 
would like to emphasize that we will use the scientists and 
engineers in these countries to translate into English, pub- 
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lications in the oriental and Slavic languages in which we 
have a major interest. There is sufficient. information to 
indicate that the engineers and scientists in these countries 
have the language competence both in English and in other 
languages to prepare English language versions of publica- 
tions of major interest to the United States. 

Plans are underway to develop a coordinated program 
among the six agencies for these translation projects. To 
this end, the representatives of these agencies have had 
meetings to lay preliminary plans for instituting effective 
projects if the funds are made available. The proposed 
allocation of funds and the countries selected shown on 
exhibit I before you is one result of this coordinated program. 

The $1,200,000 will enable these 6 agencies to have trans- 
lated, published and distributed at least 48,000 pages of 
selected scientific and technical literature. Precise figures 
of cost in each country are not available at this time since 
detailed negotiations have not been carried on with organiza- 
tions in these countries except for Israel which I mentioned 
earlier. 

[ would like to empahsize that this will not be a group of 
six isolated programs but will be a single coordinated, coop- 
erative venture in which not only interests of the agencies 
directly involved, but also other Federal agencies will be 
taken into consideration. In fact, in the pilot project now 
underway with Israel the list of materials submitted to 
Israel for consideration was a composite of the needs of 
several Government agencies engaged in research and 
development work. This general pattern is expected to be 
followed in negotiations with other countries. 

We believe that, if Congress is willing, the development of 
foreign translations projects such as this pilot project will 
enable the Federal Government to markedly expand its 
knowledge of scientific and technical activities of other 
countries in the world and at the same time assist the United 
States in developing useful working relationships with scien- 
tific and technical organizations of other countries that will 
lead to other benefits in addition to the translation of mate- 
rial. Therefore, we earnestly urge this committee to give 
favorable consideration to this request for funds. 

There are present at this hearing representatives from each 
of the six agencies interested in translation who will be glad 
to furnish information regarding their plans if the committee 
wishes. Dr. Adkinson of the Foundation’s Office of Scien- 
tific Information is also here to answer questions if the com- 
mittee so desires. However, you may wish to defer questions 
until you have heard the testimony of Dr. T. C. Byerly, 
Deputy Administrator, Production Research, Agricultural 
Research Service, regarding use of that portion of the funds 
requested for research projects. 


ol 
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Exursir I 


Suggested distribution of funds to be used for translations requested under 
sec. 104 (k) of the Agricultural Trade Development and Assistance Act 
of 1954 as amended 











i | 
National | 
Atomic | Institutes | Depart- Depart- | National | 
| Energy of Health | ment | mentof | Science 
| Commis- and | of the Agricul- Founda- Total 
| sion National Interior | ture tion 
| Library of | 
Medicine | 
| 
, Dei 
| Re, oe acca ne I irre cikecate a . <a ee, $155, 000 
Indonesia......- eee | GO fos scenes | 50, 000 | $50, 000 | 145, 000 
ie | OO Be 200, 000 | 300, 000 
Finland. _....- SRO To 50, 000 | 50, 000 | 50, 000 | 200, 000 
ee 50, 000 100, 000 75, 000 PE Wiese as | 325, 000 
Yugoslavia _-_-._. a 25,000 | 50, 000 oe ee | 75, 000 
Total.._..| 150, 000 175, 000 | 200, 000 | 375, 000 | 300,000 | —‘1, 200, 000 


NotTe.—These allotments by agency and apportionment by country were recommended 
by representatives of the agencies and the Bureau of the Budget. 


The Senate Committee on Appropriations, in accordance with this 
request, included the necessary appropriation authorization for the 
utilization of $5,100,000 for the purchase of foreign currencies to be 
used for disseminating scientific and technological information for 
supporting scientific activities overseas. The committee commented 
on this amendment to the supplementary appropriation bill (H. R. 
13450) in its report to the Senate (S. Rept. 2350) on August 13, 1958, 
as follows: 


These funds were requested in Senate Document No. 110 
for supporting, through the use of foreign currencies available 
from the sale of surplus agricultural commodities, scientific 
and technical programs of United States agencies in foreign 
countries by the translation of foreign publications and the 
conduct of cooperative scientific research between the United 
States and other countries. Under the coordination of the 
National Science Foundation, the committee understands 
that $1,200,000 is planned for use in the translation of foreign 
literature under contract for the agencies concerned, and that 
$3,900,000 is planned to be utilized by the Department of 
Agriculture for the support of scientific research abroad. 


The House agreed to the Senate amendment and this item was 
included in the act as approved by the President. 

It is understood that the request for the utilization of $5,100,000 
during the remainder of 1958 was considered to be a minimum, and 
that the executive branch will submit to the 86th Congress a request 
for adequate appropriation authorization for the purchase of foreign 
currencies to be used in an expanded program for the development of 
scientific activities in overseas areas. 
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STUDY OF UNITED STATES PARTICIPATION IN} AN INTERNATIONAL 
HEALTH, CULTURAL, AND EDUCATIONAL PROGRAM-—-SENATE RESO- 
LUTION 347 


Senator Hubert H. Humphrey, chairman of the Subcommittee on 
Reorganization, introduced in the Senate a resolution, Senate Reso- 
lution 347, to accord with amendments to the Mutual Security Exten- 
sion Act (Public Law 85-477) by the Senate Committee on Foreign 
Relations, of which he is also a member. Senate Resolution 347 
authorizes the Committee on Government Operations, or any subcom- 
mittee thereof to examine, investigate, and make a complete study of 
any and all matters pertaining to the international activities of the 
Federal executive branch departments and agencies relative to world- 
wide health matters, and any and all matters pertaining to inter- 
governmental relations between the United States and international 
organizations of which the United States is a member. 

The specific purposes of the resolution and the expenditures con- 
templated thereunder are more fully explained in a letter, and a budget 
attached thereto, from the chairman of the Subcommittee on Reorgani- 
zation and International Organizations of the Committee on Govern- 
ment Operations, Senator Hubert H. Humphrey, to the chairman of 
the Committee on Rules and Administration, Senator Thomas C. 
Hennings, Jr., which letter and budget follow: 


Unitep Strates SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
August 6, 1958. 
Hon. THomas C. HENNINGs, 
Chairman, Committee on Rules and Administration, 
Senate Office Building, Washington, D. C. 

Dear Mr. Cuarrman: As chairman of the Subcommittee 
on Reorganization and International Organizations, I am 
writing to you in behalf of Senate Resolution 347, to author- 
ize a study of the Government’s international health and 
medical research activities, which has been approved by the 
Committee on Government Operations and referred to your 
committee for consideration. ‘The resolution, as originally 
introduced, was amended by the Committee on Govern- 
ment Operations in executive session on August 4, 1958, to 
provide for extension of the study to cover the need for in- 
creased coordination in international cultural, educational, 
and exchange-of-persons programs and activities, and the 
amount requested increased from $20,000 to $30,000 in order 
to permit coverage of this aspect of the proposed study. 

I submit herewith the following information in support of 
Senate Resolution 347 for consideration by your committee. 
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NEED FOR COORDINATION OF PRESENT DIVERSE HEALTH 
PROGRAMS 


In recent years, American activities on the international 
health front have mushroomed. The following are but a few 
of the international agencies of which the United States is a 
member, which have, to a greater or lesser degree, an interest 
in the health field: 


(a) World Health Organization. 

(6) United Nations Childrens Fund. 

(c) Food and Agricultural Organization. 

(dq) International Labor Organization. 

(e) United Nations Education, Scientific and Cultural 
Organization. 

(f) United Nations Technical Assistance. 

The following are a few of the United States Government 
agencies which are directly, or indirectly, involved in inter- 
national health and research efforts: 

(a) Department of Health, Education, and Welfare. 

(6) Department of State, and International Cooperation 
Administration. 

(c) National Science Foundation. 

(qd) Department of Defense. 

(e) United States Information Agency. 

(f) Central Intelligence Agency. 

(g) Veterans’ Administration. 

(h) Atomic Energy Commission. 


With so many agencies included, the determining of any 
possible overlapping, duplication, and other characteristics of 
present programs becomes a matter of great significance to 
the executive and legislative branches. ‘The objective of the 
subcommittee study will be to develop the pertinent facts and 
to recommend appropriate legislative and administrative 
action. 


NEED FOR COORDINATION OF INTERNATIONAL CULTURAL, EDU- 
CATIONAL, AND EXCHANGE OF PERSONS PROGRAMS 


There are many aspects of these programs which are also 
presently operated without proper central coordination. It 
will be the objective of the committee to evaluate all such 
programs and to recommend to the Congress legislative action 
that may be necessary to bring about proper coordination in 
an effort to effect the economy and efficiency of operations in 
these areas. 


MINIMAL COSTS OF SUBCOMMITTEE STUDY 


The expenses of the proposed study are intended to be held 
to an absolute minimum. The committee proposed to use 
staff members of the Committee on Government Operations 
who have had wide experience in these fields extending over a 
number of years. It 1s also contemplated that a highly qual- 
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ified member of the staff of the Senate Committee on Foreign 
Relations will be assigned by that committee in order that 
oa coordination between the respective committees may 
»e effected in connection with legislative actions that may 
be recommended. 

In addition, the National Institutes of Health, the National 
Science Foundation, and the Director of the Science Attaché 
Program of the Department of State have assured the com- 
mittee that nec essary technical personnel operating in the 
areas to be covered by the study will be made available to 
the committee as required, without reimbursement of funds. 
The $30,000 which would be authorized under Senate Reso- 
lution 347 is considered by the committee to be the minimum 
amount required for this study. It is contemplated that 
this sum would be used basically for such travel as members 
of the committee might determine to be necessary. 

Travel would be helpful in order to confer with leading 
health authorities—private and governmental, American and 
foreign—to get their personal appraisals as to the efficiency, 
economy, and adequacy of existing United States govern- 
mental programs. 


STANDING COMMITTEE JURISDICTION 


Under the Legislative Reorganization Act, the Senate 
Committee on Government Operations has full authority to 
study governmental programs, activities at all levels, and to 
effect appropriate reorganizations with a view to promoting 
economy and efficiency of operations, as well as intergovern- 
mental relationships between the United States and inter- 
national organizations of which the United States is a mem- 
ber. 

This resolution, therefore, reiterates that basic authority. 
Even without the present resolution, the Committee on 
Government Operations has the necessary authority to make 
such a study. The resolution therefore confirms present 
authority and provides the minimal funds necessary to 
adequately discharge that duty. 


OTHER COMMITTEES’ JURISDICTION UNAFFECTED 


Ranking members of the Senate Committee on Foreign 

Relations have been duly advised of the purposes of this 
resolution. They have indicated that they can see no objec- 
tion to a subcommittee of the Government Operations Com- 
mittee making this study. 

Similarly, members of the Senate Labor and Public Wel- 
fare Committee will be duly advised, since their jurisdiction 
pertains to health legislation. 

It is anticipated that the cooperation of these, and any 
other interested Senate committees which may have oversight 
jurisdiction over any aspect of the program, will be enlisted. 
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Extracts from the report of the Committee on Rules and Adminis- 
tration (S. Rept. 2360) recommending favorable action on the resolu- 


tion to the Senate are as follows: 
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WHAT THE RESOLUTION IS NOT 


The resolution is not a study of the domestic health activ- 
ities of the United States Government, except insofar as they 
bear upon international health and medical research, con- 
ducted by our Government. 

The resolution does not, in any way, affect the private sys- 
tem of medical care in this country, except insofar as helping 
to make available to that system in the future more of the 
very best in foreign medical research. 

It is contemplated that the full cooperation of the Ameri- 
can Medical Association, the American Pharmaceutical As- 
sociation, and other leading professional groups will be 
solicited by the subcommittee. 


EXECUTIVE BRANCH’S INFORMAL VIEW 


Officials of Government agencies most directly interested 
in this problem have been informally advised that such a 
resolution was in process of preparation. 

They have uniformly indicated their pleasure that a study 
of this nature is being contemplated. These individuals have 
said informally that, if the Senate Committee on Rules and 
Administration approves Senate Resolution 347, and if, 
thereafter the Senate enacts it, such a study might help lay 
important foundations to strengthen the work of the United 
States Government in these fields of activity. 

Pursuant to the standing order of the Senate, established 
by Senate Resolution 77, 79th Congress, providing for pay- 
ments from the contingent fund of the Senate, there is at- 
tached a proposed budget covering the amount requested 
under Senate Resolution 347. 

Thanking you for your early consideration of this matter, 
I am, 

Sincerely yours, 

Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization and 
International Organizations. 


This resolution, as amended, would authorize the Com- 
mittee on Government Operations, or any subcommittee 
thereof, to make a complete study of any and all matters 
pertaining to the internationl activities of Federal executive 
branch departments and agencies relative to worldwide 
health matters; of any and all matters pertaining to inter- 


governmental relations between the United States and inter- 


national organizations of which the United States is a mem- 
ber; and of any and all matters pertaining to international 
health research, rehabilitation, and assistance programs, and 
international cultural, educational, and exchange-of-persons 
programs. The committee would report its findings and 
recommendations to the Senate not later than January 31, 
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1959, and would be authorized to expend not exceeding 
$30,000 for such studies. 

The resolution as originally introduced was amended by 
the Committee on Government Operations to extend the 
study of worldwide health activities to include international 
cultural, educational, and exchange-of-persons programs, 
and to increase the amount requested from $20,000 to $30,000 
correspondingly. 


Senate Resolution 347 was approved by the Senate on August 18, 
1958.7 

The Committee on Government Operations renamed its Subcom- 
mittee on Reorganization the Subcommittee on Reorganization and 
International Organizations to undertake the study “authorized by 
this resolution, which will terminate on January 31, 1959, at which 
time the subcommittee is directed to report its findings, together with 
its recommendations for expansion of programs in this field, admin- 
istrative actions considered to be necessary to insure full coordination 
.of existing programs, and for appropriate legislative action. 

The objective of the subcommittee will be to effect cooperative 
relations with the organizations and Federal agencies indicated in 
the above-cited report, which carry on activities in the field of inter- 
national health, in order that consideration may be given to legislative 
action which may be considered necessary to bring about better coor- 
dination of international health programs of the United States; to 
eliminate overlapping and duplication of such activities; and to recom- 
mend support of appropriate worldwide health activities as may be, in 
the view of the subcommittee, essential to the development of an ade- 
quate program in the international health and medical research fields. 


NATIONAL ADVISORY COUNCIL FOR INTERNATIONAL MEDICAL 
RESEARCH 


On August 13, 1958, just before the adjournment of the 85th Con- 
gress, Senator Lister Hill, chairman of the Committee on Labor and 
Public W elfare, introduced a joint resolution (S. J. Res. 199) to 
establish in the Department of Health, Education, and Welfare the 
National Advisory Council for International Medical Research, and 
to establish in the Public Health Service the National Institute for 
International Medical Research, in order to help mobilize the efforts 
of medical scientists, research workers, technelogists, teachers, and 
members of the health profession generally, in the United States and 
abroad, for assault upon disease, disability, and the impairment of 
man, and for the improvement of the health of man through inter- 
national cooperation and research, research training, and research 
planning. 

The objectives of this resolution which Senator Hill termed as inter- 
national mobilization for war—a cooperative war against disease and 
disability—was set forth in a speech delivered at the time of the 
introduction of the resolution in the Senate.% He also announced 
that he expected to reintroduce this resolution in the 86th Congress 
in order that it may receive consideration at that time. 


22 Congressional Record, August 18, 1958, pp. 16721-16723. 
#3 Congressional Record, August 13, 1958, pp. 15823-15825. 
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MISCELLANEOUS SCIENCE LEGISLATION * 


The following information was submitted to the committee from 
the respective committees of the House and Senate relating to general 
legislation considered by the various committees which had the effect, 
directly or indirectly, of promoting the advancement of science and 
scientific technological activities conducted by the United States 
Government both at home and overseas. 


COMMITTEES ON AGRICULTURE (AND FORESTRY) 


S. 3420—To extend the Agricultural Trade Development and Assistance 
Act 
This bill, enacted as Public Law 85-931, includes a provision 
authorizing the Librarian of Congress to utilize Public Law 480 funds 
for financing an intensified and expanded program for the collecting 
and assembling of scientific, technical, and cultural information outside 
the United States.* 


S. 4100—To provide for the increased use of agricultural products for 
industrial purposes 

Hearings were held on a number of related bills (S. 724, S. 123s, 
e 2306, 5S. 3215, S. 3489, and S. 3697) following which hearings 

4100 was reported to the ads on July 2, 1958 (S. Rept. 17 95), 
scale the Senate on July 29, 1958, and referred to the Committee 
on Agriculture of the House on July 30, 1958, where no further action 
was taken. 

COMMITTEES ON ARMED SERVICES 


Basically, the annual military construction authorization bill, and 
the annual authorization bill to the National Advisory Committee 
for Aeronautics ** represents the major efforts of the Senate and House 
Committees on Armed Services in the field of research and develop- 
ment. The committees also considered a supplemental military con- 
struction authorization bill which dealt with the Advanced Research 
Projects Agency. In addition, the Defense reorganization bill, 
section 9, established a new Director of Research and Engineering at 
the Department of Defense level, with considerably increased 
authority. 

The two authorization bills for NACA approved for fiscal year 
1958 in their entirety, directly support scientific endeavors of the 
Government.” Section 9 of the Defense reorganization bill directly 
supports this effort. 


S. 212—Authorizing the creation and funds for the Preparedness 
Investigation Subcommittee which conducted extensive hearings on 
the missile-satellite program investigation 

This investigation began November 25, 1957, and continued through 

January 23, 1958. The subcommittee also heard the Secretary of 

Defense, Neil H. McElroy, on February 26, and April 3, 1958. 


%4 For details on major legislative actions of Senate committees, see Congressional Record, August 23, 
1958, pp. 18003-18046. 

% See p. 46. 

% See pp. 8-11. 

27 NASA authorization bills for fiscal year 1959 were reported by the Special Committee on Space and 
Astronautics (see p. 66). 
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As a result of recommendations of this subcommittee, the Senate 
approved a resolution (S. Res. 256) to create the Special Committee 
on Space and Astronautics, details relative to which are set forth 
under titles I and II of this report.* 


S. 845—To authorize the Secretary of the Army, the Secretary of the 
Navy, and the Secretary of the Air Force to make grants to certain 
educational institutions for the construction of military and naval 
science buildings, and for other purposes 

This bill authorized the Secretary of the Army, the Secretary of the 

Navy, and the Secretary of the Air Force to make grants to educational 

institutions at which Reserve Corps units exist to help pay the cost 

of construction of buildings, etc., which are to be used as military or 
naval science buildings. Limits such grants to $175,000 to any 
one institution. 

Adverse reports were received from the Department of Defense 
and the Senate Committee on Armed Services deferred action. 


S. 3110—To establish a Commission on the Establishment of a United 
States Academy of Science * 
S. 3111—To provide for the establishment of a United States Academy 
of Science and Technology 
The committee received adverse reports from the Department of 
Defense, indicating that support was being given to the bill, S. 3163, 
the Educational Development Act then pending before the Senate 
Committee on Labor and Public Welfare. The committee, therefore, 
postponed action on S. 3110 and S. 3111. 
S. Con. Res. 58—Establishing a Joint Committee on Earth Satellites 
and the Problems of Outer Space 
Rereferred to Special Committee on Space and Astronautics. 


H. R. 83377—Construction, NACA aeronautical facilities 
Approved, Public Law 85-253, September 2, 1957. 
H. R. 6744—NACA personnel to attend graduate schools 

Approved, Public Law 85-349, March 17, 1958. 


H. R. 8240—To authorize certain construction at military installations 
Approved, Public Law 85-241, August 30, 1957. 

H. R. 97389—Supplementary Military Construction Authorization Act 
Approved as Public Law 85-325, February 12, 1958. This bill 

authorized the Secretary of the Air Force to establish and develop 

certain installations for the national security, and conferred certain 

authority on the Secretary of Defense. 


H. R. 11805—National Advisory Committee on Aeronautics construction 
program 


Approved, Public Law 85-617, August 8, 1958. 


H. R. 12541—Department of Defense Reorganization Act of 1958 
Approved, Public Law 85-599, August 6, 1958." 


38 See pp. 6-10; 22-28. 

% See pp. 46-48 of S. Doc. 90. 

8 See title IV of this report, p. 34-41, 

3! Details concerning certain science aspects of this bill which have general application are set forth at 
p. 12 of this report. 
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H. R. 18015—To authorize certain construction at military installations 
Approved, Public Law 85-685, August 20, 1958. 


H. R. 18489—Military Construction Act, 1959 
Approved, Public Law 85-852, August 28, 1958. 


JOINT COMMITTEE ON ATOMIC ENERGY 


Of the bills approved by the Joint Committee on Atomic Energy 
and enacted during the 1st session of the 85th Congress, the following 
may be considered in the category which had the effect, directly or 
indirectly, of promoting the advancement of scientific and technologi- 
cal activities of the United States Government: 

H. R. 5866 (S. 1549)—Reactor agreement urth West Germany 

Includes Berlin (United States, British, and French sectors) as an 
area in which the Atomic Energy Commission is authorized to coop- 
erate regarding international cooperation in the nonmilitary applica- 
tion of atomic energy. 

Approved, Public Law 85-14, April 12, 1957. 

S. 2243 (H. R. 7992)—Appropriations, authorization requirements 

Approved, Public Law 85-79, July 3, 1957. 

H. R. 8992 (S. 2673)—International Atomic Energy Participation Act 
of 1957 

Approved, Public Law 85-177, August 27, 1957. 

H. R. 8996 (S. 2674)—Authorizing appropriation to Atomic Energy 
Commission for acquisition of facilities 

Approved, Public Law 85-162, August 21, 1957. 

H. R. 12716 (S. 8912)—Atomic Energy Exchange of Information Act 

Approved, Public Law 85-479, July 2, 1958. 

S. 4273 (H. R. 18749)—Cooperation with European Atomic Energy 
Community (Euratom Cooperation Act of 1958) 

Approved, Public Law 85-846, August 28, 1958. 

H. R. 12009 (S. 3682)—Destroyer reactor plant at West Milton, N. Y. 

Approved, Public Law 85-412, May 16, 1958. 

H. R. 12457 (S. 8786)—Project Sherwood and partial accelerator pro- 
gram 

Approved, Public Law 85-519, July 15, 1958. 

H. R. 18121 (S. 4051)—Authorizing appropriations for Atomic Energy 
Commission 

Approved, Public Law 85-590, August 4, 1958. 

H. R. 18482 (S. 4166)—To amend the Atomic Energy Act of 1954, as 
amended 

Approved, Public Law 85-681, August 19, 1958. 

In addition to consideration of specific bills, the Joint Committee 
held several informational hearings of considerable scientific interest.” 


32 For details of Joint Committee action, see Congressional Record, August 23, 1958; pp. 17880, 17881. 
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a include: 
The Nature of Radioactive Fallout and Its Effect on Man; 
estas and Summary Analysis (May—June 1957). 
2. Physical Research Program as It Relates to the Field of Atomic 
Ene rgy (January-February 1958). 


COMMITTEE ON BANKING AND CURRENCY 


H. R. 7968—Assistance to small-business firms with respect to research 
and development 

Amends section 9, Small Business Act of 1958, (a) assisting small- 
business firms to obtain Government contracts for research and 
development, (0) assisting small-business firms to obtain benefits of 
research and dev elopment performed at Government expense, and 
(c) authorizing and encouraging the pooling of financial and other 
resources of small-business firms for the conduct of research and 
development and authorizing loans by the Small Business Adminis- 
tration to corporations formed for this purpose. 

Approved, Public Law No. 85-536, July 18, 1958. 


COMMITTEE ON FOREIGN RELATIONS (FOREIGN AFFAIRS) 


S. 3112 To provide for the appointment of an Assistant Secretary of 
State to be known as the Assistant for International Cultural Rela- 
tions (also for UNESCO affairs) 

Passed Senate July 28, 1958; referred to House Committee on 

Foreign Affairs. 

S. 33183—To amend the Mutual Security Act of 1958 as amended, in 
order to provide for overseas programs for scientific and technological 
information 


Modified and incorporated as an amendment to H. R. 12181 (sec. 
502(1) of Public Law 85-477).* 
S. Con. Res. 99—International Health and Medical Research Year 

The Congress in this resolution requested the President to extend, 
through the World Health Organization and other agencies, an invita- 
tion to all countries to name representatives to meet and discuss the 
feasibility of an International Health and Medical Research Year, or 


alternative methods looking toward intensified international coopera- 
tion in the field of health. 


S. 3417—To promote the overseas distribution of American informational 
media (including scientific materials) 
Incorporated as an amendment to H. R. 12181 (sec. 502 (i) of 
Public Law 85-477).*4 
S. 3680—To provide for participation of the United States in the World 
Science-Pan Pacific Exposition to be held in Seattle, Washington 
in 1961 
The act provides that the President, through an executive depart- 
ment or independent agency designated by him, shall cooperate with 
the Washington State World Fair Commission with respect to, and 


4% See p. 43. 
% See pp. 43-45. 
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determine the extent to which the United States shall be a participant 
and an exhibitor at, the exposition. 

It is anticipated that the President will designate the Department 
of Commerce to carry out this function. 

Approved, Public Law 85-880, September 2, 1958. 


H. R. 12181—Mutual Security Act of 1958 

Approved, Public Law 85-477, June 30, 1958.* 

H. Con. Res. 332—Relative to the establishment of plans for the peaceful 
development of outer space 

Reported from House Foreign Affairs May 23, 1958; passed House 
June 2, 1958, and agreed to in the Senate July 23, 1958.* 

This resolution expresses the sense of the Congress that the United 
States should strive for an international agreement banning the use of 
outer space for military purposes; that it should seek an international 
agreement providing for joint exploration of outer space and estab- 
lishing a method by which disputes as to outer space will be solved by 
legal, peaceful methods; and that the United States should press for 
an international agreement for joint cooperation in the advancement 
of scientific developments flowing from the exploration of outer space. 
H. J. Res. 847—Authorizing the President to invite the several States and 

foreign countries to take part in the Fourth International Automation 
Congress and Exposition, New York, 1958 

Approved, Public Law 85-374, April 11, 1958. 

H. J. Res. 404—Providing for the recognition and endorsement of the 
Second World Metallurgical Congress 
Approved, Public Law 85-247, August 31, 1957. 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


S. Res. 142—Printing of report on “Development of Scientific, Engineer- 
mg, and Other Professtonal Manpower”’ 
Approved May 29, 1957. 
S. Res. 292—Authorizing printing as a Senate document a staff 
study of the Committee on Government Operations entitled “Scrence 
and Technology Act of 1958” 
Approved April 23, 1958. 
S. Res. 847—Authorizing a study of worldwide health actinties 
Approved August 18, 1958.” 
S. Res. 354—To print additional comes of the report entitled “‘Government 
Programs in International Education” 
Approved August 18, 1958. 
S. Con. Res. 119—Favoring a plan to make available to appropriate com- 


mittees of Congress the services of experienced scientists or consult- 
ants 


Referred to committee on August 16, 1956.** 


35 See pp. 43-45. 
% See p. 8. 

37 See pp. 53-57. 
8 See pp. 28-30. 
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S. 3126—To create a Department of Science and Technology; to establish 
National Institutes of Scientific Research; to authorize a program of 
Federal loans and loan insurance for college or university education 
in the physical or biological sciences, mathematics, or engineering; 
to authorize the establishment of scientific programs outside of the 
United States; and for other purposes 

Rereferred to Committee on Space and Astronautics in the Senate. 


3180-—To establish a United States Department of Science and to 
prescribe the functions thereof 
Rereferred to Special Committee on Space and Astronautics. 
S. 4089—To authorize the expenditure of funds through grants for 
support of scientific research, and for other purposes 
Approved, Public Law 85-934, September 6, 1958.°° 


H. R. 11183 (S. 3872)—To amend section 7? of the Administrative 
Expenses Act of 1946, as amended, to provide for the payment of 
travel cad transportation cost for persons selected for appointment 
to certain positions in the continental United States and Alaska. 

This act alleviates one of the principal factors which has previously 
redounded to the disadvantage of the Government laboratories in 
competing with industry for scientists and engineers. The act is 
designed to improve the ability of the Federal Government to attract 
able scientists and engineers and other personnel in short supply 
whose skills are essential to the national security effort and to the 
proper functioning of the executive departments. 

Approved, Public Law 85-749, August 25, 1958. 


HOUSE COMMITTEE ON GOVERNMENT OPERATIONS 


The following reports were filed by the House Committee on Gov- 
ernment Operations: 

House Report 1619—Availability of information from Federal depart- 
ments and agencies (scientific information and national defense) 
April 22, 1958 

House Report 2 gt “Saline water program (research and development) 
August 11, 196 


House Report - 52-—Research and development (Office of the Secretary 
of Di fe nse) Ad ugust 12, 1958 

As a result of the House committee’s investigation into the scientific 
activities of Federal agencies, the chairman introduced a bill, H. R. 
10293, to establish a National Scientific Research Reserve Fund, 
which was referred to the House Committee on Interstate and Foreign 
Commerce on January 27, 1958, where no action was taken. 

See pp. 30, 31. S. 4039 was referred to the House Committee on Interstate and Foreign Commerce 


0H. R. 11133 was passed by the House Committee on Government Operations, and amended in the 
Senate, see p. 41 
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COMMITTEES ON INTERSTATE AND FOREIGN COMMERCE 


S. 86-—-Water—Cloud Modification Research Act of 1957 
Approved, Public Law 85-510, July 11, 1958. 
2114—Authorizing Bureau of Standards to acquire land for field 


stations and to undertake construction and improvement of buildings, 
and for other activities 


Approved, Public Law 85-890, September 2, 1958. 
S. 2119—Provides grants to States for utilization of TV facilities in 
public schools and colleges 
Passed Senate May 29, 1958. Reported in House August 15, 1958. 
No further action. 
S. $268 (H. R. 11257)—Amendments to the National Science Founda- 
tion Act 
Passed Senate August 18, 1958. Passed House (amended) August 
20, 1958. No further action." 
S. 3880—Creation of a Federal Aviation Agency 
Approved, Public Law 85-726, August 23, 1958. 
H. R. 11414—Grants in aid, Public Health Act 
Approved, Public Law 85-544, July 22, 1958 
H. R. 12876—-Public Health Act (amend title VII) 


Approved, Public Law 85-777, August 27, 1958. 


COMMITTEES ON INTERIOR AND INSULAR AFFAIRS 


S. J. Res. 185—Saline water program 

Approved, Public Law 85-883, September 2, 1958. 

The act sets the stage for tackling, on a pilot plant basis, the problem 
of achieving economical means of desalting sea water in the coastal 
areas and treating brackish water in the interior. The sum of $10 
million is authorized for the construction of not less than 3 demonstra- 
tion plants for desalting and 2 for brackish water. The Secretary of 
Interior is responsible for implementing the program. 

H. R. 9121—Authorizing establishment of a Geophysical Institute, 
Hawaii 

Passed House August 12, 1958.” 

H. R. 12226—Establishment of salt water distillation plant, Virgin 
Islands 
Approved, Public Law 85-913, September 2, 1958. 


COMMITTEE ON LABOR AND PUBLIC WELFARE 


S. 8268 (H. I. 11257)—-Amendments to the National Science Founda- 


tion Act 
Conference report not approved. 


41 See pp. 3-5. 
#2 See pp. 32, 33. 
& See pp. 3-5. Referred to House Committee on Interstate and Foreign Commerce. 
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H. R. 18247 (S. 4237)—National Defense Education Act of 1958 


The act constitutes the first general Federal aid to education legis- 
lation to be enacted in this country since the Morrill Act in the latter 
1800’s. It authorizes the following programs to be undertaken by 
the Office of Education: 

(1) Three percent loans to students to enable them to attend insti- 
tutions of higher education ($47.5 million for fiscal year 1959), with 
special consideration being given to loan applicants of superior aca- 
demic background who desire to go into teaching, mathematics, 
science, engineering, or foreign language. Up to 50 percent of each 
loan may be written off at the rate of 10 percent a year for post- 
graduate service as a teacher in an elementary or secondary school. 

(2) Matching grants to States for strengthening science, mathe- 
matics, and foreign language including high school science laboratory 
refurbishment and reequipment ($70 million authorized for fiscal year 
1959). 

(3) Award of 1,500 graduate fellowships per year, primarily directed 
toward inc reasing the. supply of well-qualified college and university 
teachers. Stipends range from $2,000 to $2,400 per year, plus an 
overhead payment to the institutions of up to $2,500 per fellow. 

(4) Matching grants to States to improve counseling and guidance 
in the high se hools, plus contracts with institutions of higher education 
for the conduct of counseling and guidance institutes for high school 
teachers and counselors ($15 million and $6% million, respectively, 
authorized for fiscal year 1959). 

(5) Contracts with institutions of higher education for the conduct 
of foreign language institutes for elementary and secondary school 
teachers and similar contracts for the operation of foreign language 
centers. Stipends for attendees are provided ($15% million authorized 
for fiscal year 1959). 

(6) Research and experimentation in more effective utilization of 
television, film, radio, and related mediums for educational purposes. 

(7) Matching grants to States for the conduct of area vocational- 
education programs exclusively devoted to the training of highly 
skilled technicians requiring scientific knowledge, in fields necessary 
to the national defense ($15 million per year authorized). 

In addition the act created a Science Information Service in the 
National Science Foundation to be responsible for providing or arrang- 
ing for the provision of indexing, translating, abstracting, and other 
services and for developing new or improved methods for making 
scientific information available. A 15-member Council, plus ex 
officio members, is established to advise and consult with the Service, 
such Council to be appointed by the Director of the Foundation. 

Approved, Public Law 85-864, August 22, 1958.“ 


H. R. 18191 (S. 8642)—Encouragement and support of science clubs by 
the Office of Education 
This act authorizes appropriations of $50,000 annually and directs 
the Commissioner of Education to ‘* * * encourage, foster, and as- 
sist in the establishment in localities throughout the Nation of clubs 
which are composed of boys and girls who have an especial interest in 
science. * * *’ Among other things the Commissioner is directed to 
work toward an ultimate chartering by the Federal Government of a 
“ See pp. 35-41. 
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corporation similar to the Future Farmers of America which will seek 
to motivate young people toward careers in science and to encourage 
the promotion of science fairs. 

Passed House August 21, 1958. No further action. 


S. J. Res. 199—National Institute for International Medical Research 
in United States Public Health Service * 


COMMITTEE ON POST OFFICE AND CIVIL SERVICE 


S. 385—Federal Employees Training Act of 1958 

In essence this act authorizes out-service training of Government 
employees at Government expense. (See administrative memoran- 
dum No. 110, dated July 21, 1958.) Although not limited to scientists 
and engineers, this act will be of considerable value to Federal research 
establishments. 

Approved, Public Law 85-507, July 7, 1958 
S. 734—Federal Employees Pay Act of 1958 

Across-the-board salary increases for all classified employees were 
accorded under this act, including scientists and engineers who had 
received 10 percent increases last year. Furthermore, the number of 
excepted positions authorized by Public Law 313 was increased by 
over 100 percent. Special authorizations for Public Law 313 posi- 
tions were also provided the Departments of Agriculture, Commerce, 
Health, Education, and Welfare, and Interior. 

The act also grants discretionary authority to the Civil Service 
Commission to raise the entrance rate from GS-5 to GS-7 of junior 
scientific and technical positions “requiring professional, scientific, or 
technical training * * *.” 

This provision, if activated by the Commission, should overcome 
to a considerable extent another factor previously operating to the 
Government’s disadvantage in recruiting from college graduating 
classes. 

Approved, Public Law 85-462, June 20, 1958. 


S. 1884—Creating additional positions in the National Security Council 
Approved, Public Law 85-136, August 5, 1957. 
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S. 4004—Transfer of Federal employees to international organizations 
Approved, Public Law 85-795, August 28, 1958. 


SPECIAL COMMITTEE ON SPACE AND ASTRONAUTICS 


The legislative actions of this committee and the House Select 
Committee on Astronautics and Space Exploration are set forth in 
detail elsewhere in this report.” The committees considered and 
saree the following measures: 

S. 4208 (H. R. 13619), To authorize appropriations to the National 
Aeronautics and Space Administration for construction and other 
pur poses 

In its report on the companion bill, H. R. 13619, on August 1, 1958, 
the House committee (H. Rept. No. 2351) stated: 

The President signed into law on July 29, 1958, legislation 
establishing the National Aeronautics and Space Adminis- 


45 See"p. 57. 
4 See p. 42. 
« See pp. 6-10; 24-26. 
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tration to conduct research into problems of flight within 
and outside the earth’s atmosphere. 

The new agency will be established within 90 days. In 
the meantime, in accord with the President’s direction, the 
National Advisory Committee for Aeronautics, which will 
provide the nucleus for the new agency, has assumed the 
responsibility for preparing and presenting to the appro- 
priate committees of the Congress such plans and programs 
as are necessary in preparation for the establishment of the 
new agency. 

In accord with this, Hugh L. Dryden, Director of the 
NACA, and his aids appeared before the select committee 
August 1, 1958, at a public hearing in explanation of a 
request submitted by the administration to the Congress 
for authority for the new agency to construct various 
facilities, and for other purposes. 

The committee, after hearing the witnesses, feels the full 
request for $47,800,000 heat be approved. The new 
agency faces grave responsibilities in meeting the challenge 
that now faces the United States and the free world in the 
exploration of outer space. 

In general, the bill authorizes the appropriation of funds 
for the construction of various facilities at the NACA’s 
Pilotless Aircraft Station at Wallops Island, Va., for the erec- 
tion of a space projects center, and for other purposes. 

These facilities will become part of NASA after the new 
agency becomes operative. 

The authorization is in addition to funds already being 
authorized by Congress for the NACA for the 1959 fiscal 
year. Funds appropriated under this earlier authorization 
will be transferred to NASA for expenditure during the 
current fiscal year.* 


Approved, Public Law 85-657, August 14, 1958. 


II. R. 11805—To promote the national defense by authorizing the con- 
struction of aeronautical research facilities by the National Advisory 
Committee for Aeronautics necessary to the effective prosecution of 
aeronautical research 

The purpose of this bill is to authorize construction and the installa- 
tion of equipment at installations of the National Advisory Committee 
for Aeronautics, which will be absorbed by the National Aeronautics 
and Space Administration in the near future as the result of the recent 

passage of the National Space Act of 1958. 

Approved, Public Law No. 85-617, August 8, 1958. 

H. R. 12575 (S. 8609)\—To provide for research into problems of flight 
within and outside the earth’s atmosphere, and for other purposes 

Approved, Public Law No. 85-568, July 29, 1958. 


48 See pp. 811. 
49 See p. 6. 
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THE ROLE OF SMALL BUSINESS IN DEFENSE MISSILE 
PROCUREMENT 


SEPTEMBER 30, 1958.—Filed under the authority of the order of the Senate of 
Avucust 22, 1958, and ordered to be printed 


Mr. Smatuers, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


iver since the early days of World War II, Congress has maintained 
a continuing interest in the participation of small contractors and 
suppliers in the expenditure of funds appropriated to the various 
executive agencies of government. In establishing the Small Defense 
Plants Administration in 1951 through amendment of the Defense 
Production Act of 1950, Congress specifically stated that— 


The Congress has as its policy that a fair proportion of the 
total purchases and contracts for supplies and services for the 
Government shall be placed with small business concerns." 


Two years later, this policy was reaffirmed when Congress passed 
the Small Business Act of 1953, establishing a Small Business Admin- 
istration to succeed the Small Defense Plants Administration. The 
1953 legislation contained the following language: 


It is the declared policy of the Congress that the Govern- 
ment should aid, counsel, assist, and protect insofar as is 
possible the interests of small business concerns in order to 
preserve free competitive enterprise, to insure that a fair 
proportion of the total purchases and contracts for supplies 
and services for the Government be placed with small busi- 
ness enterprises, and to maintain and strengthen the overall 
economy of the Nation.’ 


Several months ago, when the 85th Congress established a perma- 
nent Small Business Administration by the Small Business Act of 


1 Public Law 96, 82d Cong., Ist sess. 
2 Public Law 163, 83d Cong., Ist sess, 
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1958,’ it reiterated its demand that independent business be given full 
equity in competing for government dollars. 

The Subcommittee on Government Procurement of the Senate 
Small Business Committee annually reviews the small-business pro- 
grams being conducted by the various agencies of the executive branch, 
to insure that this declared policy of the Congress is being properly 
implemented. Owing to the magnitude of the expenditures being 
made by the Department of Defense, the limited resources of the 
subcommittee have primarily been directed toward a searching 
appraisal of the effectiveness of those small-business programs » adlonted 
and carried out within the three military services. 

The evolution of modern weaponry in recent years has produced a 
marked change in the nature and purpose of the items being procured 
for our present-day arsenal. Scientific and technological advance- 
ments have created an entirely different concept of warfare, with the 
accompanying revolutionary new Be tcc ‘es and weapons with which to 
wage it. In the short span of 7 years, the proc ep yn of missiles 

and related items will have risen from less than 1.5 percent of the 
major defense procurement and production expenditures in 1952, to 
more than 24.5 percent of such expenditures, the total forecast by 
defense planners for 1959. What the decade ahead will bring can 
perhaps best be judged in the light of the trend even now established. 

A different trend, but one quite likely feeding upon the former, is 
the continuing decline in the small supplier’s share of the military’s 
research and development and production contracts. In fiscal year 
1957, small business received only 4.3 percent of the total dollar value 
of research and development prime contracts. For the first 11 months 
of fiscal year 1958 this percentage was down to 3.2 percent as compared 
with 4.1 percent for a like period in fiscal year 1957. In production 
prime contract awards, a similar downturn can be noted. In fiscal 
year 1957, small business received 19.8 percent of the total defense 
contract dollars. However, for the first 11 months of fiscal year 1958, 
this percentage has dropped to 16.2 perce nt, as contrasted with 18.9 
percent for a similar period in fiscal year 1957. 

It has repeatedly been reported to your committee that the complex 
and costly weapons presently required by the military have caused 
this steady decline in contract awards to the smaller firms. The 
argument is often advanced that the small supplier cannot participate 
in these programs because of plant facility, financial or manpower 
limitations. To explore more completely these somewhat generalized 
explanations and to acquaint itself further with the specific purchasing 
problems which the military indicates have produced these unfavor- 
able conditions, your committee determined that its first set of hear- 
ings during this session of Congress, usually reserved for an examina- 
tion of procurement case studies, would be directed toward a review 
of the missile, rocket, and outer space exploration programs of the 
Department of Defense. 

To acquaint itself more fully with these procurement programs of 
the Department of Defense, the Subcommittee on Government 
Procurement, under the chairmanship of Senator George A. Smathers, 
held public hearings on April 29 and 30, and May 1,1958. Appropriate 
spokesmen for the Departments of Defense, Army, Navy, and Air 
Force, the Small Business Administration, and industry were invited 
to testify. 





* Public Law 536, 85th Cong., 2d sess, 
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The principal purpose of this report will be to synopsize the testi- 
mony of top policymakers covering defense missile programs; to 
evaluate the divergent approaches taken by the principal operational 
arms of the military up to this time; to point up obstacles to small 
business within the program which have emerged at this early stage; 
to make various recommendations designed to ease the current impact 
upon the smaller supplier; and to enlarge the breadth of thinking of 
military planners with regard to numerous advantages inherent in a 
fuller utilization of qualified small businesses in the missile programs. 

This report is necessarily preliminary in nature. Of our some forty- 
odd missiles, roughly 10 are operational and in the field. Three more, 
Petrel, Matador, and Sparrow I are becoming obsolete, with produc- 
tion halted. A number of others, of multiple end uses, ure in advanced 
stages of production and flight testing. ‘The intermediate and inter- 
continental ballistic missiles are in various stages of early assembly and 
testing. Many more, such as Subroc, Zuni, Hound Dog, and Pershing, 
are still in preproduction research. Dev elopment has been topsylike, 
and the overall pattern continues, even now, fairly fluid. No hard- 
and-fast rules by which desired goals may be achieved have been fixed; 
however, a single contracting technique is receiving increasing con- 
sideration by top policymakers, and this purchasing concept may soon 
jell for all military services. 


CuHaprer I. Derense MIssILE AND OutTeR Space EXPLORATION 
Po.uicy 


A. DEPARTMENT OF DEFENSE——NATIONAL EFFORT 


William M. Holaday, Director of Guided Missiles, Department of 
Defense, unqualifiedly informed your committee at the outset: 


I want to emphasize that there are many areas of missile 
work where, inherently, small business just cannot do the job 
as a prime contractor. The jobs are too broad for their 
abilities, resources, and personnel. Since we are not able 
to break the prime contract down into smaller bites that small 
business can handle, the capabilities of small business are 
best used at the subcontractor level.‘ 


Stating that he had been delegated the authority of the Secretary of 
Defense to direct the national guided missile effort, Mr. Holaday 
pointed out that this country has been in missile work since World 
War II, growing dollarwise from an obligation rate of some $60 million 
in 1947 to a $5 billion rate during 1958. 

For a better understanding of the Defense Department’s present 
methods of developing, building, managing, and contracting for 
weapons, the witness outlined the following factors: 

1. Missiles utilize almost every science and technology to the maxi- 
mum of our knowledge and skill. 

Missiles demand high, uniform, and repetitive quality. 
The environment criteria is much more severe than for conven- 
tional weapons. 

4. Missile tolerances are, generally, an order of magnitude 10for 
more times more exacting than the weapons they replace. 





F 4 Hearings, The Role of Small Business in Defense Missile Procurement—1958, Senate Small Business 
Committee, 85th Cong., 2d sess., p. 4. 
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5. The materials used, the tolerances, and the quality establish 
peculiar manufacturing needs. 

6. The complexity of both the missile and its operating system is 
generally of the highest order. 

7. We strive for infallibility—assurance of reliability. 

8. We have found it justified to pay for premium quality and work- 
manship when it assures high operability and reliability of the missile 
and its system. 

9. There is a high single-shot cost—and high single-shot loss in case 
of flight failure. 

10. Because of the very rapid advance in the technical state of the 
art, we have high obsolescence rate—technical growth frequently 
exceeding prediction. 

11. We must build shelf life, operability, and preventive mainte- 
nance into the weapon to minimize demands on military manpower. 
12. The missile weapon system is characterized by the close workin 
interrelationship of all parts, working properly, together, and wit. 

high reliability when called upon. 

13. Finally, as a result of our experience in the engineering refine- 
ment of our missiles, we have found a steady trend to divide the missile 
system into parts which can be manufactured separately, according 
to established skills, and later assembled into the complete weapon. 

After explaining the various methods of contracting for missiles 
which had been utilized over the years, Mr. Holaday nailed down the 
position of the Department of Defense with regard to current pur- 
chasing procedures as follows: 

By using our experience, there has evolved our present 
pattern of contracting, which seems to do the best job in pro- 
viding a complete missile system. While we have some 
variations in development, whether to develop in a labora- 
tory with industrial assistance and then go to industry for 
production, or whether to go to industry for the development 
job as well, there is reasonable agreement that procurement 
must be for large parts of, if not complete, missile units, 
in order to assure compatibility of the components. Inher- 
ently, this has forced us to the business organizations with 
large engineering staffs, companies of considerable size, 
certainly much larger than 500 employees.® 


The Defense witness left open a “side door,’’ however, in citing the 
relative advantages of the small firm in the area of subcontracting: 


The high technical requirements of the missile assemblies 
and components, coupled with the relatively modest quanti- 
ties procured, tend to mitigate against the large, conven- 
tional, mass-production business and provide a competitive 
advantage to the small business with limited but high-quality 
production. ® 

In concluding his formal statement, Mr. Holaday summarized as 
follows: 


Our program is aimed at making available to the small- 
business man, and to all other business, knowledge of the 
specialized technical quality, and fabricating requirements 





§ Hearings, p. 5. 


* Hearings, p. 6. 
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of the missile program and to identify for him the organiza- 
tions who are in need of his abilities, who are making the 
products which use his skills. If we bring the buyer and 
seller together, our established business procedures under 
free compe ‘tition will insure small business receiving its full 
share of the missile work. Jam also confident it will insure 
our missile projects receiving the full support of highly 
skilled and competent small business.’ 


On the other hand, the witness agreed under questioning that it 
was important that small business have whatever practical part of the 
missile program it could and that the “steady trend to divide the 
missile system into parts which can be manufactured separately 
according to established skills, and later assembled into the complete 
weapon” would provide a greater chance for “all people” to have 
their share of the program.® 

In a less encouraging vein, Mr. Holaday informed your committee 
ie believed that the less than 2 percent of total prime contract dollars 
currently going to small business “‘is a fair share at the present time.”’ ® 


R. ADVANCED RESEARCH PROJECTS AGENCY 


Roy W. Johnson, Director of the Advanced Research Projects 
Agency of the Department of Defense, advised your committee that 
his newly created Agency initially plans to rely heavily on existing 
facilities of the military departments to accomplish its contracting 
activity. Future planning calls for the Agency to make direct 
contracts with universities ad industry for scientific and technical 
tudies and management-type activities. 

Mir. Johnson outlined the nature of the work of his Agency, and 
assured the committee that “every possible consideration will be given 
to the utilization of small business.” '° He stated that small business 

is ideally suited to supply the “one of a kind, handmade” type of 
instrumentation called for under his program, and that ARPA “would 
be using on a dollar basis small industry to a greater degree than some 


other Government agencies.” * 
Your committee wes encouraged by Mr. Johnson’s forecast and 
‘usts if vill be borne out by ft ture de velopments in ARPA’s expendi- 


ture programs. 


C. SMALL BUSINESS ADMINISTRATION 


The Administrator of the Small Business Administration, Wendell 
B. Barnes, advised the committee that his agency had received from 
small companies many requests for information on how small business 

ight participate in the $4 billion missile program of the military de- 

artments for fiscal year 1958. 

\ir. Barnes labeled ‘‘not true” the ‘tendency to believe that the 
dey sniseiaial and production of the major missile components and 
segments of the missile svstem are beyond the capacity of small 


firms.’ !? Mr. Barnes laid the blame for the relegation of small firms 
n yp. 5, 1 
n p. 14. 
{ ngs, p. 20 
I n p. 25 
i n 4 
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to the role of subcontractors in the missile field upon the weapon- 
system concept of procurement. He pointed out that many small 
firms were doing an excellent job in manufacturing missile compo- 
nents and ground-handling equipment, and that many more “‘would do 
an equally good job if given the opportunity.” 

Mr. Barnes stated that representatives of his agency had, in fiscal 
year 1958, set aside for exclusive bidding and performance by small 
business concerns some 30 procurement actions totaling $3.5 million, 
all definitely identified with the missile program. 

In addition to the set-aside program, SBA plans include a program 
to provide increased information on subcontracting opportunities for 
small companies. New procedures implemented under SBA’s sub- 
contracting program are designed to match the technical requirements 
of the missile program with ‘the technical capabilities of the partici- 
pating small firms. The information developed as a result of this 
program enables the Small Business Administration to extend financial 
assistance to small firms engaged in missile work and permits close 
counseling of these companies on the technical requirements of 
specific missile or component production. 

Also in furtherance of its program to assist small firms in becoming 
subcontractors to missile primes, Mr. Barnes advised your committee 
that SBA has prepared a Missile Directory, containing a list of missiles 
procured by Army, Navy, and Air Force, the prime and major sub- 
contractors for each, and a list of the components, subassemblies, and 
parts required in the production of missiles and supporting equipment. 

Mr. Barnes laid great emphasis upon what he believed were two 
particularly helpful decisions recently handed down by the Comp- 
troller General, permitting Government approval of the subcontractors 
selected by a prime during the process of negotiating for a Government 
contract. Your committee must conclude that instances where a 
prime has selected a small subcontractor unacceptable to the con- 
tracting officer, subsequently to retain him only through application 
of an SBA certificate of competency, will be very rare, indeed. 


D. DEPARTMENT OF DEFENSE—-PROCUREMENT OF MISSILES 


Perkins McGuire, Assistant Secretary of Defense (Supply and 
Logistics), in a candid and responsive statement, advised your com- 
mittee that his office was acute ‘ly aware of the impact that the accel- 
erated military missile programs would have on the role of small 
business in overall defense procureme nt. 

Mr. McGuire seconded Mr. Holaday’s conclusion that the evolving 
missile procurement patterns indicate that the smaller firms cannot 
handle contracts for complete missiles. Evidence of this fact, he 
noted, is reflected in the percentages of prime contracts received by 
small business in the missile field during fiscal year 1957 and the first 
half of fiscal year 1958. In the short time span represented by these 
two periods, the small-business percentage fell from 1.9 percent during 
the former period to only 0.8 percent during the latter. 

Despite these foreboding results over the past year and a half, how- 
ever, the Secretary indicated that he felt that the Department of 
Defense should not overlook any possibilities to make prime contract 
opportunities in this field available to small business. He indicated 
that it would require a continual educational program for military 
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engineers and procurement officials to insure that small business receive 
this consideration. 

The Secretary corroborated the previous observations of Mr. Hola- 
day that the principal place for small business in the missile field, ‘at 
least in the immediate future,’ was in the subcontracting area, and 
indicated that the Department of Defense plans to work with the 
prime contractors and smaller firms to effect maximum participation 
by small business in the subcontracting program. 

The Secretary pointed out that the Armed Services Procurement 
Act requires that the Government be furnished notice of cost-plus- 
fixed-fee subcontracts and of major fixed-price subcontracts under 
cost-reimbursement prime contracts. Certain purchasing activities 
have extended this notice require sg to other types of prime con- 
tracts, and added a provision for Government approval. This is 
sometimes on the basis of individual major subcontract approval and 
occasionally is handled as a subcontracting system approval. The 
Secretary indicated that he felt steps might be de ‘veloped to assure 
that in a review of such subcontracts the contracting officers might 
give consideration to whether or not small business has been given a 
reasonable opportunity to participate. 

Mr. McGuire explained that the following steps were being taken 

develop a program of assistance to small firms in offering their 
services more effectively, both to the military and to prime contractors: 

A bulletin on guided missiles has been developed. Subcontracts 
are being reviewed, in collaboration with the Small Business Admin- 
istration, to develop a subcontracting manual of the best techniques 
now employed to utilize small firms in the subcontract field. Research 
and development symposiums to discuss goals and objectives of the 
services in the missile area are being conducted. Technical program 
planning documents are released periodically by the services covering 
plans for future research and development projects. 

While admitting that the small-business percentage of prime con- 
tracts in the research and developmental field is in a downward spiral, 
Secretary McGuire stated there were encouraging indications in the 
fact that of 500 development and research prime contract winners 
recently listed in a Defense report, 150 were small firms. Another 
hopeful sign presented by Mr. McGuire was a Defense list of 356 small 
firms that had received initial research and development contracts 
during fiscal 1957. 

The Secretary indicated that it would be helpful to small business 
if various subassemblies and components of the missiles could be 
broken down into smaller, less expensive subitems. This he felt could 
only be accomplished after obtaining an operating capability from the 
missile. All possible effort to increase the award (now less than 
2 percent) of missile contracts to small business, was assured by the 
Secretary. ‘The committee was impressed by the Secretary’s sugges- 
tion that the Navy technique for contracting with several prime con- 
tractors for each missile warranted careful comparison with those of 
the Air Force weapons system concept of purchasing. 

Concerning security clearances and the ‘‘need to know”’ criteria, a 
subject on which the committee has received many complaints, Mr. 
McGuire agreed a real problem existed and stated that “the man- 
power people having charge of this area of responsibility” had been 
instructed to investigate simplification of present procedures. 
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CuapTrer II. Misstte PrRocurREMENT PROCEDURES OF MILITARY 
SERVICES 


A. DEPARTMENT OF AIR FORCE 


Assistant Secretary of the Air Force (Materiel) Dudley C. Sharp, 
accompanied by military spokesmen for the major Air Force com- 
mands, informed your committee that the Air Force was “in no sense 
apologetic for the efforts we are putting forth to assist small busi- 
ness.” 18 

It was Mr. Sharp’s opinion that the Air Force small-business pro- 
gram was already so carefully keyed to the difficulties of technical 
purchases that no sweeping changes to accommodate missile procure- 
ment were required. As an indication of the high degree of effective- 
ness of the small-business program, the Secretary recalled that 21 
percent of all money paid by the Air Force to prime contractors went 
to small companies at the first tier subcontract level. 

Summarizing, Mr. Sharp observed: 


We deal with small firms not because they should be 
subsidized, but for the very practical reasons that in specific 
types of work they have the ability to produce efficient 
results in a very short period of time. Also, within the 
small-business community there is a degree of ingenuity and 
freedom of engineering effort which is an invaluable asset. 
We will continue to re Ty on this ability." 


ne the testimony of the Air Force nee istant Secretary, Maj. 
Gen. C. M. McCorkle, Assistant Chief of > aff for Guided Missiles, 
ues rs USAF, outlined the general eeieaank: of how a missile 
project was initiated in the Air Force. 


Air Research and De velopment Command 

srig. Gen. Lee W. Fulton, Director of Procurement, Air Research 
and Development Command, testified on the various procurement 
procedures being followed by ARDC in order to insure qualitative 
superiority of the Air Force’s new weapons. 

He assured your committee that, in keeping with Air Foree small- 
business policy, ARDC was making a sustained effort to utilize 
technically qualified small companies in its programs. 

As an example of this, the general cited the technical program 
planning document (TPPD) procedure, initiated in October 1955 for 
the dissemination of information on projected Air Force programs. 
At the time of his testimony, 1,327 firms had been approved to 
receive these documents on the basis of technical qualifications, 
financial responsibilities, and security clearance. Of the 751 firms 
actively participating in the program, 307 were classified as small. 

General Fulton stated that, in order to render more effective 
assistance, ARDC was developing a plan to realine its field organiza- 
tion to place regional offices in areas of greatest need. 

2. Air Materiel Command 

Maj. Gen. W. O. Senter, Director of Procurement and Production, 

Air Materiel Command, Wright-Patterson Air Force Base, testified on 
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the Air Force family of nonballistic missiles being procured at Dayton, 
Ohio. 

The procurement chief pointed out that, notwithstanding the type 
of item or system under procurement, whether manned aircraft or 
missile, existing Air Force small-business programs would apply. 
Backstopping the work of the small-business specialists, according to 
the general, are 11 different sections of the Air Force procurement 
instructions (AFPI) dealing with considerations that should be given 
to small businesses by Air Force contracting personnel. Additionally, 
AMC Manual 70-3 requires administrative contracting officers, when 
reviewing for approval the prime contractor’s purchasing system, to 
give consideration to the adequacy of the contractor’s small-business 
subcontracting program. 

General Senter explained the highly involved and complex manage- 
ment problem confronting the Air Force because of the necessity for 
both surface-launched and air-launched missile systems. Involved 
are relatively long-range surface-to-air missiles; air-to-air missiles 
fired from supersonic interceptors; surface-to-surface nonballistic 
missiles, ranging from intermediate to intercontinental ranges; air-to- 
surface missiles launched from long-range bombers; and the Air 
Korce’s family of ballistic missiles. 

To assist the Air Force in solving the complex management problems 
presented by these various systems, surveillance over these varied 
programs has been given to weapon systems contractors for each 
missile. ‘These contractors implement and coordinate efforts to de- 
velop, fabricate, assemble, test, and integrate hardware to Air Force 
specifications. According to General Senter, the broad management 
know-how and diversified technical staffs required under this system 
preclude the smaller firm from prime contract participation, if only 
from the standpoint of limitations in personnel. 

Citing as examples three small firms holding missile subcontracts 
totaling almost $6 million, General Senter pointed out that small 
business can and does make a significant and vital contribution to 
the Air Force missile program as support subcontractors to the missile 
systems primes. 

The witness stated that ground support equipment was no less an 
important part of the overall missile system than the ‘‘bird’’ itself, 
and that compatibility problems again compelled the Air Force to 
include within the overall systems contract this portion of the system. 
However, the general pointed out that “here, as in all cases, if the 
integrity and performance of a system are not at stake, and there is 
no significant advantage to procurement from the prime contractor, 
the Air Force acquires items of ground support equipment from other 
sources.”’!®> It was also brought out that in the area of ground sup- 
port equipment, prime contractors subcontract quite heavily, with a 
considerable percentage of the total dollars going to small business. 

Selecting 5 nonballistic missiles in which an appreciable percent- 
age of hardware production had been reached—i. e., Falcon, Mace, 
Snark, Rascal, and Bomare—General Senter reported that out of 
some $603 million expended on these programs to date, small firms 
had received approximately $117 million, or at least 19.4 percent, of 
the total dollars identifiable through subcontract tiers. 


1’ Hearings, p. 67. 
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Air Materiel Command—Ballistic missile program 

Maj. Gen. Ben I. Funk, the Deputy Director for Ballistic Missiles, 
Directorate of Procurement and Production, Air Materiel Command, 
outlined to your committee the current techniques followed in build- 
ing ballistic missiles, the present and potential opportunities for small 
business in missile prime and subcontracting, the efforts by his office 
to assist the smaller firm, and the small company’s current partic 
tion in ballistic missile programs. 

Explaining that, because of the high degree of pioneering in the 
area, top sirategy committees had concluded that no one contractor 
had the technical capabilities of accomplishing the complete weapon- 
system integration of a ballistic missile, General Funk informed your 
committee that it was the policy of the Ballistic Missile Division to 
issue directly to separaie associaie prime contractors, airframe, guid- 
ance, propulsion, and nose-cone contracts; that all subsystems were 
furnished io the airframe coniractor, as the integrating contractor, as 
Government-furnished equiprent; and that each major component 
contractor was a prime coniractor, working under the combined 
management and technical direction of the Air Force Ballistic Missile 
Division and the space technological laboratories of the Ramo- 
Wooldridge Corp. This procedure differs materially from the 
weapons-system concept of procurement followed by the Air Force 
in the case of its nonballistic missiles and menned aircraft. 

Observing that Air Force Procurement Instruction No. 51-103 
charges the prime contractor with accomplishing the maximum amount 
of subcontracting, General Funk pointed out that some 8,473 small 
firms are supporting r Douglas Aireraft in the production of the Thor 
missile, and that many contacts with industry representatives were 
made by his and General Schriever’s offices in order to brief interested 
companies in the Air Force ballistic missile procurement program. 

General Funk reported that through Deeember 31, 1957, invoices 
by ballistic missile primes totaled roughly $1.3 billion, of which $269 
million, or 21 percent, went to small business as firsi-tier subeon- 
tractors. Since the Air Force is still “far from “tig in the major 
production stages as yet,”’ the general considered this a ‘very healthy 
situation.’’ '® 

Significant to your committee, especially concerning the impact on 
overall Air Force procurement policy, were three observations made 
by Secretary Sharp during and after General Funk’s testimony: First, 
that he agreed with the theory that when the Government finances a 
research and development contract, no proprietary rights should ac- 
crue to the private contractor; sec ond, that he personally passes on all 
industrial facilities being furnished contractors and that the only 
facilities or Government-furnished equipment he would approve were 
those relating to highly specialized test facilities, which are, for the 
most part, currently nonexistent; and, third, he agreed that present- 
(lay expenditure trends, which may well see purchases for missiles 
outstrip those for manned aircraft by a 3-to-2 ratio by 1962, call for 
special emphasis by Air Force small- business speci: alists and contract- 
ing offic ers in the missile field. To qualify his observation that nothing 
was “basically wrong” with the small-business system currently 
provided, Mr. Sharp stated that— 
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* * * we won’t have to change our small-business system, 
but we will have to see that we get back into our Government- 
furnished equipment category mcre and more items as fast as 
we can. This won’t call for a change of what we do, it will 
call for a very careful surveillance of this area. I think that 
is the problem." 


B. DEPARTMENT OF THE NAVY 


Fred A. Bantz, Assistant Secretary of the Navy (Material), outlined 
the action taken by the Office of Naval Material during the preceding 
9 months to assist smaller firms in their efforts to contract for supplies 
with the Department of the Navy. 

Your committee is genuinely pleased with the specific and substan- 
tive steps taken by Mr. Bantz, Admiral Clexton (Chief of Naval 
Material), and their associates in compliance e with your committee’s 
previous requests and recommendations. The Secretary’s letter of 
May 19, 1958, to the bureau chiefs and the Chief of Naval Research, 
in which he directed attention to the points discussed at the missile 
hearings, is another indication of the Navy’s cooperative attitude. 
Your committee trusts that the recommendations of this and subse- 
quent reports will meet with similar cooperative and immediate 
response on the part of the Navy policymakers. 

Turning to the matter of the proper share of small business in 
missile procurement, Mr. Bantz stated that developing patterns in this 
area were giving his purchasing people a growing concern and that, 
over the past 5% years, awards to small business in the missile field 
had amounted to only 3 percent. Mr. Bantz pointed out that, despite 
the complications presented by the magnitude and complexity of 
modern weapons, each missile procurement is examined in the plan- 
ning state to insure that small business is utilized wherever possible. 

Estimating that 20 percent of the Navy’s dollars reached small busi- 
ness through subcontracting, for a total of 23 percent for both missile 
prime and subcontracts, the Secretary agreed that this compared 
unsatisfactorily with the 40 percent prime and subcontract figure for 
overall Navy procurement. In concluding his statement, Mr. Bantz 
indicated that 

if quantity production increases in the future with attendant 
clarification of design and assembly problems, it can be ex- 
pected that greater opportuuities for small-business com- 
petition will occur.’® 


Your committee regrets that the Secretary left the solving of this 
problem in such a nebulous state, with no indication that he has 
plans for rectifying the admittedly unsatisfactory situation. 


1. Polaris pregram 

Rear Adm. W. F. Raborn, Director, Special Projects Office, Bureau 
of Ordnance, reported to your committee concerning the utilization 
of small business in the Navy’s Polaris missile program. Explaining 
that the contract function of his Office was performed by the con- 
tracting officers of the Bureau of Ships and the Bureau of Ordnance, 
the admiral indicated that the personnel of the Special Projects Office 
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(some 70 officers and 180 civilians) did select small firms to be con- 
tacted in the preparation of their procurement requests. He stated 
he was much impressed with the quality of work performed by small 
business and that there is a “‘ready avenue” in his Office for the small 
firms to travel in pursuit of contracts in the Polaris program. 

For the missile itself, and immediately related hardware, the Navy 
spokesman said some 39 prime contracts had been let for Polaris, 14, 
had gone to small business. The admiral 
1 


2 i eae 
or 50 percent, Ul whiel 
iess than 1] 


pointed out, however, that these contracts represented 
percent of th e total dollar \ olume. At the subcontract level, despite 
the rather large percentage of numbers of subcontracts going to small 
business from both Lockheed and Aerojet-General, it was revealed 
that the dollar volume of these subcontracts to small business totaled 
only 15 percent, or 25 percent less than the overall Department of 
the Navy figure. 

While your committee is encouraged with Admiral Raborn’s closing 
remarks that ‘“* * * every effort will be exerted to insure that small- 
business participation in the program will continue to be a major one 
and one which will expand as the program grows,” it regrets the at 
the Polaris chief evidenced no apparent interest in the possibility of 
standardizing subitems and components of the missile so that specifi- 
cations and drawin gs could subsequently be made available industry- 
wide, thereby increasing future competition. 


Bureau of pean 

Rear Adm. Paul D. Stroop, newly appointed Chief of the Bureau 
of Ordnance, was accompanied by his assistant, Capt. M. A. Peterson. 
Admiral Stroop, in his candid and forthright statement, said he would 
not only fully support the small-business program, but that he in- 
tended to exert every reasonably effort to improve the Bureau’s per- 
formance in this area. 

Acknow ledging that the procurement of missiles const ituted as iIngu- 
larly difficult problem, Admiral Stroop indicated that his Bureau was 
following a modified weapdons 5} tem concept to purchase their mis- 
siles: that this would involve a lead contractor to insure coordination 
of elements and compatibility, especially during the research and 
development stage, but with the Bureau contracting directly with 
other sources to fur nish spe cialized research and development servi eS 5 
that wher the production stage was reached, prime contracts would 
be let for the major components of the system, such as guidance and 
control package, fire-control equipment, launchers, propulsion units, 
etc.; and t] at und r this proce lure the Bureau had given a total of 
22 prime contracts to small business in its Terrier, T'alos, and Side- 


> 
Sl 


winder programs. 

The admiral asserted that the prior existence of specialized facili- 
ties, such as naval ordnance laboratories, ordnance test stations, mine 
depots, and gun factories, has permitted the Bureau to do much of 
the initial developmental work underlying these new weapons, thereby 
permitting e arlier atta inm« nt of the hardw are prime- contracting stage. 

Despite the fine record already achieved by s smaller firms, acting 
as prime contractors to the Bureau of Ordnance, the admiral observed 
that the immediate potential for the small supplier is far greater in 


( 
the subcontract field and that over the past 2% vears, the 6 principal 
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known BuOrd missile contractors have subcontracted to small busi- 
ness roughly 24 percent of the total dollars they received. 

Indicating that the advantages of improved technology, mobiliza- 
tion requirements, and cost control, which result from incorporating 
smaller firms in the Bureau of Ordnance’s missile program, are suffi- 
cient to pursue suc h a course, even aside from an obligation to adhere 
to the Navy’s small-business program, the admiral outlined two posi- 
tive steps that the Bureau is currently taking to bolster its program: 
The first, a breakdown of their technical programs into technological 
categories so that sources could readily recognize the type of work 
required; the second, an analysis of the Bureau’s various research and 
development programs, to be disseminated for the purpose of attract- 
ing the hitherto unknown potential of the smaller research and en- 
gineering companies. 

Concerning the effectiveness of the ‘modified’? weapons-system 
concept of procurement pursued by the Bureau of Ordnance, Admiral 
Stroop concluded that— 


Quite frankly, we have managed to make it work rather well 
and I think costwise we have done pretty well. The Navy’s 
guided-missile program, I think, is outstanding if you analyze 
it dollarwise or if you ‘analy ze it performancewise. +a] 
don’t claim that our method of procedure is the best one but 
it was the method of procedure that we got into because we 
had the facilities and we had experience in working this way. 
It has paid off.” 


8. Bureau of Aeronautics 

An entirely different picture of naval missile procurement was 
painted for your committee by Rear Adm. Robert E. Dixon, Chief of 
the Navy’s Bureau of Aeronautics. 

Stating that the lack of a large staff of engineers, draftsmen, and 
designers dictates that the Bureau of Aeronautics must go to industry 
to bring into fruition its Sparrow, Corvus, Bullpup, “and Regulus 
missiles, the admiral pointed out that ‘‘It continues to be our convic- 
tion that we must give the missile contractor prime responsibility for 
the whole job.” * Indicating the dilution of effort in assigning differ- 
ent parts of the job to different contrac tors, and the extensive time 
necessary for periodic meetings to insure design compatibility of these 
components, the admiral stated, ‘‘This, in our experience, wastes 
time, money, and manpower which we can ill afford to squander.” # 

Admiral Dixon’s strong testimony on the ill effects of breaking down 
procurements of major weapons into smaller contracts stands in sharp 
contrast to the words of Air Force witnesses, who stated that they 
would, as soon as feasible, allow smaller firms to compete for missile 
contracts by breaking out major subassemblies for separate pur- 
chasing. 

The Bureau of Aeronautics Chief pointed out that in the initial] 
stages of a design contract very little opportunity for even subcon- 
tracting is available to the smaller firms. However, as the missile 
progresses to the hardware stage, the admiral stated, ‘more subcon- 
tracting is in order and we move in to encourage the prime contractor 
to engage the services of small business.’ 

"20 Hearings, p. 135. 
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Your committee would like to recommend that the Bureau of Aero- 
nautics ‘‘move in’’ to determine the reasons for the decline in subcon- 
tract percentages in the third year of Bullpup “hardware” production, 
as contrasted with the first and second years. The year-end subcon- 
tract statistics on this missile will be closely reviewed by your 
committee. 

C. DEPARTMENT OF THE ARMY 


Though stating that the changing pattern of the Army’s weapons 
system will not rob the Nation of “the wealth of skill and experience 
which small-business firms have always given us,” * Assistant Secre- 
tary of the Army (Logistics) Frank H. Higgins nev wtih observed 
that, unless and until missile designs became more stabilized, the 
principal role for small business in missile purchasing would be as 
subcontractors to the larger primes. 

The Assistant Secretary pointed out that special efforts have been 
made by the Army to preclude its prime contractors from retaining 
in their own plants work which could be accomplished by subcon- 
tracting; to break out missile components for separate competitive 
purchase; to obtain early complete drawings and specifications; and 
to effect early identification of proprietary items in order to design 
comparable substitutes. 

The Army policymaker pointed out that in 1957, some 60 prime 
contractors reported that they had subcontracted to small business 
some $190 million while, at the same time, the over ral] percentage of 
Army prime contract awards totaled 37 percent, “even as missile 
programs increased.’ 

Your committee regrets that it could not glean from Mr. Higgin’s 
remarks or his prepared statement indications of an awareness of the 
acute and unusual problems currently presented to the small supplier 
as a result of the accelerated missile programs, nor a sense of urgency 
toward the development of new procedures to combat present trends. 

Another Army witness, Maj. Gen. J. H. Hinrichs, Chief of Ordnance 
informed your committee that (1) he was quite conscious of small 
business; (2) that the St. Louis Ordnance District had developed an 
‘fntegrated missile approach—a team approach to this problem” 
(3) that the Ordnance Tank Automotive Command had just com- 
pleted a symposium, attended by representatives of some 150 firms, 
during which the Army’s s current and future procurement needs were 
discussed ; and (4) that he was to speak before the American Ordnance 
Association later that day on ‘small business and how to get them 
into the research and development field.”” The witness furnished 
your committee a copy of Ordnance Corps Order No. 7-58, dated 
April 9, 1958, which, according to the Ordnance Chief, furnishes 
information ‘‘as to how a small-business concern can qualify; how it 
can get security clearances; and how it can enter into the picture, 
technically, in the development field in getting business from Army 
Ordnance.” * 

A close reading of both the general’s speech and Ordnance Corps 
Order No. 7-58 failed to reveal any trace of emphasis upon small 
business, as inferred by the general in his oral presentation. 

Maj. Gen. E. C. Itschner, Chief of Engineers, furnished your 
committee a comprehensive and definitive prepared statement con- 
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cerning the role of the Army engineers in the missile field. The 
activities of this technical service are confined specifically to the 
construction of missile sites and facilities for the Army and the Air 
Force and the furnishing of certain ground support equipment. 

Some $154.9 million has been expended by the engineers on both 
sites and support equipment, of which small business received $82 
million, or 52 percent. In view of the fact that an overwhelming per- 
centage of all domestic construction companies fall within the Depart- 
ment of Defense numerical criteria defining small business, your com- 
mittee is far more impressed with General Itschner’s assurances that 
efforts would be maintained to insure that small business receives its 
fair share of contracts than with the understandably high percentages 
of dollar awards going to small firms. 

Maj. Gen. James Dre *yfus, Acting Chief Signal Officer, testified on 
the Signal Corps responsibilities for the deve lopment and procurement 
of a fixed antiaircraft defense system known as the Missile Master. 
Of approximately $27 million subcontracted by the Martin Co. on this 
system, small business received only 2.4 percent of the total dollars 
let to subsuppliers. Conversely, under 10 contracts advertised for 
bid and awarded by the Signal Corps itself, covering highly specialized 
component assemblies or services directly relating to the development 
of specific missiles, 54 percent of the total dollar value went to small 
business. 

In addition to the strong small-business case for Government- 
furnished equipment as opposed to contractor-furnished equipment, 
made by the foregoing, your committee was also most interested to 
learn that the contract for the Missile Master system evolved from a 
negotiated research and development contract directly into a nego- 
tiated first-time production contract with the developer. Under these 
circumstances it is not at all surprising to your committee that each 
succeeding year marks a further downturn in production prime con- 
tract awards to small business. It requires but a glance at the un- 
conscionably low percentage of research and development contracts 
received by small business for the year or 2 years previous to discover 
one of the principal causes for this continual downward trend. 

The chief Army witness was Brig. Gen. J. G. Shinkle, who testified 
not only in his capacity as Commanding General of the Army Rocket 
and Guided Missile Agency but also in behalf of Maj. Gen. J. Medaris, 
Commander of the Ordnance Missile Command, who, because of 
pressing matters elsewhere, was unable to accept the committee’s 
invitation to testify. 

General Shinkle explained the organizational structure of the newly 
created Ordnance Missile Command which establishes under one head 
the old Redstone Arsenal and Army Ballistic Missile Agency, the 
White Sands Proving Ground, and the Jet Propulsion Laboratory, 
the latter a Government-owned, contractor-operated developmental 
facility in California. 

General Shinkle’s comments regarding the three contracting 
methods presently utilized by the Army Ordnance Corps to obtain 
their missiles are quoted hereunder: 


* * * The first method is typified by the Redstone and 
Jupiter programs. In this we have performed the develop- 
ment and pilot production within the ABMA structure using 
the very competent group headed by Dr. von Braun. Early 
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in the development we get a commercial contractor to come 
in and hold hands with our Government group in order that 
he may very early in the game start his industrial work. 
Then as the development is completed, the complete package 
is passed to this commercial contractor, so that large-scale 
production is performed in a commercial organization, and 
frees this very competent development group for additional 
development work. 

The other end of the gamut is that which has been used 
in such system as the Nike system. In this we contracted to 
a large firm the complete development job, then it is his 
responsibility to coordinate the development of these complex 
systems. The role of the Army in this case is to insure that 
the technical work done by the contractor is along the lines 
desired by the Army. In between is typified by the Pershing 
system. In that, the design control is being maintained by 
ABMA, the Dr. von Braun group, but the w ork of design and 
all work that will follow that, such as production, is being 
performed by commercial contractors. So that is the gamut 
of our methods of using private industry.” 


The ARGMA commander emphasized the course pursued by the 
Missile Command in its efforts to get “‘the desired type of contract, 
which is advertised.’’ He stated that a program was in effect to 
standardize items so that they could be purchased on a competitive 
basis; that efforts were being made to “break out’’ from major primes 
an adequate description on items he utilized; that demands were being 
made of the prime contractor, early in the development process, to 
produce adequate documentation, drawings, and specifications so that 
missile parts and components subsequently could be procured sep- 
arately; and that spare parts were quite often purchased by advertised 
procurement even at an early stage of missile manufacture. 

General Shinkle presented statistics showing that major prime 
contractors for the Army Ballastic Missile Agency subcontracted to 
small business during fiscal years 1956, 1957, and 1958, 19 percent of 
their total contract dollars. Statistics for the Army Rocket and 
Guided Missile Agency showed that 24 percent, or $151,720,972, went 
to small businesses as subcontractors during an unspecifie d period. 
The significance of a table which was submitted, covering some 
$14 million worth of local purchases made at Redstone Arsenal, escapes 
your committee, especially when it is taken into consideration that for 
the first 8 months of fiscal year 1958 the percent of overall prime 
contract dollars awarded to small business in the Army’s entire A—2 
guided missile program totaled only 1.7 percent, down from 3.6 percent 
for fiscal year 1957. 

Your committee would like to commend the Department of the 
Army on the comprehensiveness of its missile presentation. Some 
errors have subsequently been disclosed, and, it is felt, emphasis on 
certain areas was somewhat overplayed. Also, certain documentation 
accompanying the presentation could well be considered superfluous. 
Nevertheless, the data compiled and collated reflect a straightforward 
and serious effort to comply with the desire of your committee to 
spread on the record a complete picture of prese nt-day missile pro- 
curement in the various military services. Your committee finds it 
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regrettable that the senior military policymaker for the Army missile 
programs was unable personally to make this otherwise commendable 
presentation. 

D. INDUSTRY PROGRAMS 


F. R. Lack, vice president, radio division, Western Electric Co., 
and Howard G. Golem, director of procurement, Convair division, 
General Dynamics Corp., testified before your committee on the small 
business subcontracting programs being carried out by their respective 
companies, two of the Nation’s largest defense missile prime contrac- 
tors. 

Your committee appreciates the efforts put forth by these firms, 
and their spokesmen, in setting forth the views and activities of indus- 
try with regard to the De :partment of Defense subcontracting program. 
The detailed and comprehensive information furnished by these two 
leaders in the missile field will prove of material assistance to the com- 
mittee in its proposed program to survey the current subcontracting 
efforts of all significant defense missile contractors. 


CONCLUSIONS 


As previously indicated, this report, by virtue of the very subject 
matter involved, cannot cover the problem in all its dimensions and 
must, of necessity, be preliminary in nature. The processes followed 
and the procedures utilized in present-day missile procurement con- 
tinue flexible and divergent, not only among the military services but 
even within them. That more productive and economical methods 
are constantly being sought and experimented with in this relatively 
unchartered area is, to your committee, a wise course to follow, subject 
to the qualification that our missile timetable does not suffer thereby. 

Here, of course, is the cardinal consideration: the expeditious acqui- 
sition of the most effective weapons possible to safeguard ourselves 
and our allies against aggression. Much has been and will continue to 
be subordinated to this fundamental consideration; however, the path 
to this target should not be traveled so blindly as to overlook available 
and proven tools with which our goals may even more swiftly be 
reached. A vast reservoir of qualified assistance needs only recogni- 
tion and direction to augment current efforts, which, for the most 
part, have been expended, absent this help. That the initiative, 
ingenuity, and skills of the vast host of independent producers continue 
to be relegated to a second-class status by our military purchasers is 
inconceivable to your committee. The case is so often made that the 
military must turn to industry, big industry, to obtain the knowledge 
and talent to perform the highly ‘comple x tasks required to produce 
our modern-day weaponry. And where, according to the military 
itself, in large measure, does big industry itself turn? Certainly, the 
answer leaps to mind, even as it could have to those directing the 
programs designed to insure the defense of our land. 

The foregoing are objective, practical, and logical considerations, 
which, in the interest of national sec urity, demand that small business 
be permitted to play its significant part in the defense efforts of our 
Nation. Somewhat more academic justifications, of a political and 
sociological nature, that take into account our economic viability and 
the maintenance of our free and competitive economic system, con- 
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firm, irrevocably, that the potentialities and capabilities of the inde- 
pendent producer must be preserved, protected, and utilized to the 
fullest extent possible in our present-day economy. 

Our vast defense expenditures, so heavily imbalanced in favor of 
large business and constituting as they do such an appreciable portion 
of our gross national product, currently serve to compound existing 
difficulties faced by many of our independent producers as a result of 
giant chains currently performing retail activities heretofore conducted 
exclusively by the small operator. The repeated reductions in yearly 
prime contract awards to our small defense manufacturers and pro- 
ducers, with no visible or foreseeable counteracting increases in even 
small-business subcontract awards, appear to confirm last year’s 
forecast by the chairman of your committee that the short span of 
a decade may well see the complete disappearance of the small firm 
as a direct supplier to the Defense Establishment. 

r our committee finds that— 

The Director of Guided Missiles for the Department of Defense 
dikes! a disappointing lack of appreciation for both the contribu- 
tions made to our defense effort by smaller firms in the past and the 
substantial role that Congress has determined they shall play in all of 
our military programs now and in the future. Your committee was 
especially dismayed that the top missile policymaker believed that 
2 percent was a “fair share at the present time’ of prime contract 
dollars for small business in the missile field. It is felt that, in the 
past, similar attitudes have permitted circumstances to develop to 
the point where 5 large companies obtained 22.4 percent of . 
Defense prime contract dollars during the period January 1, 1955, 
June 30, 1957, contrasted with the mere 19.8 percent of ‘the tel 
prime- -contract dollars received by all small businesses during fiscal 
1957. 

2. The Assistant Secretary of Defense (Supply and Logistics) evi- 
denced both a keen understanding of the numerous problems presented 
to the small supplier with the advent of accelerated missile purchasing 
and a sincere interest in properly and expeditiously minimizing these 
difficulties. Your committee will follow closely the educ ational pro- 
gram proposed by the Secretary for engineers and procurement officials 
and the study being conducted to simplify security clearance pro- 
cedures. Your committee found especially constructive and hearten- 
ing the Secretary’s agreement to sponsor a program designed to break 
missiles down into smaller contractual purchase items for production 
re-orders after strategic effectiveness had been reached, and to further 
explore the Navy’s technique for contracting with several prime con- 
tractors for each missile. 

It agrees with the Administrator of the Small Business Adminis- 
tration that the ‘unmodified’? weapons-system concept of procurement 
has been a great deterrent to small-business participation at the prime 
contractor level in the missile field. Your committee welcomes the 
improvement of this procurement method as evidenced by the Navy 
Bureau of Ordnance. 

4. There is inherent even in the present-day jungle of exploratory 
and diversified missile purchasing many of the purchasing pitfalls 
which heretofore have confounded small business in the procurement 
of our conventional weapons. Contract amendments to increase the 
dollar value and workload of existing contracts, sole source procure- 
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ments, proprietary item restrictions, and the lack of adequate speci- 
fications and drawings, in the view of your committee, continue to be 
the principal reasons for the low small-business percentages. The im- 
pact of these obstacles might best be judged when it is realized that 
in one Army technical service alone these conditions served to deny 
completely small-business participation in over 58 percent of the 
dollars expended by that service. 

5. There obviously are purchasing formulas available within the 
Department of Defense which permit the small contractor to supply 
numerous items for our military’s missile programs. Each of the 
services, and particularly the Navy’s Bureau of Ordnance, acknowl- 
edged that small business had contracted directly with it, in one form 
or another, for various components and end items utilized in either 
the missile itself or related ground-support equipment. 

6. While your committee has heretofore criticized the militar 
middle management’s operational lethargy insofar as contracting wit 
small business is concerned, the vast expenditures currently associated 
with each missile program inevitably require top-level policy consid- 
eration. Therefore, it is felt in the area of missile procurement the 
primary burden of insuring that small business receive its fair share 
has now shifted back to the military chiefs and supply Secretaries of 
the various services concerned. 

7. There is strong reason to believe that, with the possible exception 
of the Air Force, the Department of Defense subcontracting program 
is little more than a reporting system, with the roughly 20 percent of 
prime contract dollars that small business does receive being attribut- 
able to the fact that the smaller firm gives the prime good product at 
lower cost. Examination of the positive, nonliterary steps taken by 
the Department of Defense will be made during your committee’s 
planned investigation of the subcontracting programs of an appreciable 
number of Defense prime contractors. 

8. There is a dearth of Defense-sponsored information concerning 
the military missile programs at the prime-contract level available to 
the small supplier, insofar as procedures for security clearances, types 
of contracts being utilized, end items desired, and funds to be expended 
are concerned. 

9. The rosy-hued forecast by most of the procurement Secretaries 
to the effect that as we proceed further into the “hardware stage’’ of 
our missile production small business will have greater opportunities 
to compete for contracts, is hard to accept when evaluated in light of 
the recent statement by the Deputy Director for Procurement of the 
Air Materiel Command that we “probably never will have specifica- 
tions since we are moving too fast in our weaponry.” 

10. The set-asides for missile support equipment utilized to a limited 
extent by the Navy’s Bureau of Ordnance are most commendable and 
indicative of the excellent and farseeing small-business programs 
being carried out within that agency. 

11. There is a growing tendency on the part of some missile prime 
contractors to consolidate their subassembly requirements, subse- 
quently placing subcontracts for these combined items with other 
large or medium-size contractors, to the detriment of small business. 

12. The team approach to missile production being sponsored by 
the St. Louis Army Ordnance District must be considered somewhat 
suspect in light of the recent decision of the Army’s top planners to 
have its primary missile developed and produced by a single contractor. 
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RECOMMENDATIONS 


It is apparent that there are currently no panaceas in the Pentagon 
pharmacy to cure the ills of low sms all-business percentages. Your 
committee strongly believes that small concerns, with all their proven 
ingenuity and independence of thinking, can make valuable contribu- 
tions to the Nation’s missile progress. Therefore, your committee 
calls for maximum participation by independent business at all levels 
of procurement of advanced military weapons. New and vigorous 
programs are required to achieve this important goal. 

Here, as in the case of research and development contracting, urgent 
measures are clearly called for. An awareness of the acuteness of the 
problem has been acknowiciiged, and a beginning has been made. It 
would appear that, under the rearrangement of responsibilities out- 
lined in the rece ntly passed Re organization Act, the Office of Assistant 
Secretary of Defense (Supply and Logistics) is best suited to bring 
about the various studies and surveys required to determine accurately 
the most appropriate countermeasures. Your committee trusts that 
the establishment of the Small Business Administration as a perma- 
nent agency, together with decisive and energetic effort on the part 
of the Assistant Secretary’s Director for Small Business Policy, will 
result in that general ss orindticeainar of the program without which 
little, if any, hope may be held out for the smaller firm in the field of 
military missile procurement. 

This committee calls for the designation of an individual within the 
Defense Department’s newly created Office of Director for Research 
and Engineering, whose sole and express function would be to assist 
smaller firms in the related fields of research and deve lopment contract- 
ing. This step would contribute materially to this necessary strength- 
ening of the Department’s overall small-business program. 

The recently passed Defense appropriations bill, which requires a 
certain military agency to contract with small business to the ‘‘fullest 
extent,” is an indication that C ongress is clearly concerned over the 
past record of small-business participation in all programs of the 
Defense Department. 

Action—now—today, on all fronts, in every service, must be forth- 
coming immediately. And, it must first come from the top. 


O 
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STATEMENT OF THE CHAIRMAN 


The Federal Reserve Board is an agency directly responsible to 
the Congress. Its action or lack of action with respect to the flow of 
credit may affect the stability and growth of the economy. Congress 
must therefore be concerned with how the Board uses its monetary 
tools and the adequacy of these tools for stabilization purposes. 

The Treasury-Federal Reserve accord of 1951 restored the inde- 
pendence of the Federal Reserve from the Treasury, an independence 
which the record shows could not have been achieved without ener- 
getic support in Congress. Since that time monetary policy has 
increasingly been in the forefront of discussion in newspapers and 
periodicals, in academic circles, and in Congress. The views expressed 
have ranged from general endorsement of Federal Reserve policies 
to fundamental skeptic ism which regards monetary tools as weak 
reeds on which to lean in the promotion of economic stabilization. 

In view of such basic differences and the likelihood that Congress 
will be considering a number of measures relating to monetary policy 
and economic stabilization, I considered it important to review Federal 
Reserve policies since the accord. Recent events have shown that 
the economy is still subject to sizable fluctuations in aggregate eco- 
nomic activity, and inflationary as well as deflationary de -velopme nts 
are ever present phenomena. I felt it desirable to have an inde- 
pendent analysis of Federal Reserve policies from 1951 through 1957 
which would throw light on the adequacy and the use of the tools 
employed by the Federal Reserve Board. 

Any review of Federal Reserve policies is, of course, bound to be 
controversial. Were it to be prepared by the Board itself, one would 
expect it to consist mainly of explanation and justification of past 
actions. I preferred to have the study prepared by an economist 
uncommitted to an official or a doctrinaire viewpoint but who, never- 
theless, possessed professional qualifications of a high order. For this 
reason, | requested that the services of Dr. Asher Achinstein, senior 
specialist in the Legislative Reference Service of the Library of Con- 
gress, be made available to prepare this report. He was assisted by 
Mrs. Elizabeth M. Boswell. 

Dr. Achinstein is an acknowledged expert in business cycles and has 
demonstrated his scholarship, objectivity, and independence in dealing 
with the proble ms of economic polie v. He is the author of Introduc- 
tion to Business ( vcles, a standard textbook on economic fluctuations. 
He was associated in 1953 and 1954 with Dr. Arthur F. Burns, Chair- 
man of the Council of Economic Advisers, in the preparation of the 
first two Economic Reports of President Eisenhower, and has served 
as economic consultant to the Senate Banking and Currency 
Committee. 

While the committee and the individual members take no position 
on the report, it nevertheless deserves the careful attention not only 
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of the Congress but of all citizens concerned with the vital issues of 
monetary policy. Not the least of its contributions is that it focuses 
attention on problems requiring further research and study. 

Dr. Achinstein’s study was submitted to the staff of the Federal 
Reserve Board for comments and many of these were incorporated. 
In view of the fact that all of their suggestions were not accepted, the 
Board’s staff was invited to prepare a statement to be published along 
with the report. 

J. W. Furpriecnur. 


SUMMARY 


This report examines Federal Reserve policies in terms of the 
fluctuations in aggregate economic activity from 1951 through 1957. 
The following statements from the Douglas Subcommittee Report of 
1950 on Monetary, Credit, and Fiscal ‘Policies, quoted at the very 
outset of the study, indicate two of the underlying basic premises for 
this review. 

(1) We recommend that an appropriate, flexible, and vigorous 
monetary policy, employed in coordination with fiscal and other 
policies, should be one of the principal methods used to achieve 
the purposes of the Employment Act. 

The essential characteristic of a monetary policy that will 
promote general economic stability is its timely flexibility. To 
combat deflation and promote recovery, the monetary authorities 
must liberally provide the banking system with enhanced lending 
power, thereby tending to lower interest rates and increase the 
availability of credit. ‘To retard and stop inflation they must 
restrict the lending power of banks, thereby tending to raise 
interest rates and to limit the availability of credit for private 
and Government spending. And these actions must be taken 
promptly if they are to be most effective. 

A corollary to these basic propositions is that appropriateness and 
timeliness of monetary actions must be judged in the light of the 
economic developments unfolding during the period. Not all economic 
changes warrant monetary actions of a contracyclical character. Nor 
is the test of successful application of the principle of timely flexibility 
the complete elimination of fluctuations in general business activity. 
What may be expected from the monetary authorities is a reasonably 
good diagnosis of the current changes taking place in the economy 
and such use of their tools as to minimize economic instability. 
To be sure, they are not omniscient and are bound to make mistakes 
in appraisals of current developments and in the use of their instru- 
mentalities. One of the virtues of monetary policy, as compared to 
fiscal and debt-management policy, is that the monetary authorities 
are usually in a better position to minimize errors of diagnosis or of 
action by more speedily steering a different course to meet changing 
conditions. Whether monetary management actually exhibits the 
desirable degree of flexibility is another matter. 

When the Treasury-Federal Reserve accord was reached on March 
4, 1951, it was hailed as an important development marking the end 
of a decade during which monetary policy had been subordinated to 
debt-management policy. The outbreak of the Korean war in June 
1950 had touched off strong inflationary pressures and it had become 
increasingly evident that credit expansion would continue to feed the 
upward price spiral, so long as the Federal Reserve System purchased 
large quantities of Government securities at pegged prices. It was in 
the light of these developments that the Treasury finally agreed to an 
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arrangement giving monetary policy a coordinate role with debt- 
management policy. 

The significance of the accord lies in the fact that it paved the 
way for the Federal Reserve to exercise greater freedom in the use of 
its major instruments of credit policy for promoting economic stabil- 
ity. So long as the rigid support of the Government security market 
continued, open- market operations, the discount rate, and reserve 
requirements—the three principal methods for regulating the volume 
of bank credit and the money supply—could not be employed effec- 
tively. 

The accord took place at a time when inflationary developments had 
about reached their greatest intensity. Wholesale commodity prices, 
which had risen by 16 percent during the first 9 months after the 
Korean war, reached their peak in March 1951, and began to edge 
downward more or less continuously until the end of 1952. The ex- 
tent to which the accord was of strategic importance in weakening 
inflationary pressures after March 1951 is a debatable question. 
Federal Reserve officials are inclined to attribute an especially power- 
ful role to the accord in curbing inflationary pressures; others em- 
phasize instead the importance of the change in business conditions, 
particularly the cessation of the abnormally heavy forward buying by 
consumers and business firms when the anticipated war shortages did 
not develop. There were also additional anti-inflation influences in 
1951—perhaps of lesser importance—such as direct controls over 
prices and wages by the Federal Government, and selective controls 
over real-estate credit, consumer credit, and credit for the security 
markets. 

It was not until at least a year after the accord that the discount 
mechanism began to be reactivs el as a major supplement to open- 
market operations as a tool for monetary control. This change 
coincided more or less with the acceleration in the pace of business 
activity and the intensification of the demand for bank credit toward 
mid-1952. As a result of the increasing pressure on bank reserves, 
bank borrowing at Federal Reserve banks rose from about $300 mil- 
lion in March 1952 to a record level of $1.6 billion by the end of the 
year. 

The revival of the use of the discount window by member banks 
gave promise that the monetary authorities would henceforth be in a 
stronger position than they hs ad been for about two decades to exer- 
cise restraint on credit expansion. It was thought that they could 
count on the traditional reluctance of the banks to borrow from the 
Federal Reserve, on administrative regulations discouraging continu- 
ous borrowing to replenish reserves, and on making borrowinz more 
expensive through raising the Federal Reserve discount rate. It was 
also about the time of the accord that the view began to be influential 
among Federal Reserve officials that a policy of monetary restraint 
which results in even small changes in interest rates would curb bank- 
credit expansion. With a substantial part of the portfolios of bank- 
ing and financial institutions consisting of Government securities, 
cbhese institutions were thought to be sensitive to small rises ia in- 
terest rates and to the capital losses involved in disposing of Govern- 
ment securities in order to switch into private loans. 

The first half of 1953 is an especially instructive period, since it 
brings to focus some of the major problems that continue to confront 
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monetary Management in its attempt to promote economic stability. 
The first relates to appraisal of the current business situation; the 
second to the influence of Treasury debt-management policy on 
monetary actions; and the third to the actual use made of the available 
instruments of credit control. It was also in this period that the 
Open Market Committee arrived at significant decisions with respect 
to its most important tool of monetary policy, namely, open-market 
operations. 

During almost the whole of the first 6 months of 1953 the monetary 
authorities based their credit policy on the assumption of continuation 
of business expansion and the intensification of inflationary pressures. 
There were others who pointed out early in the spring of 1953 that the 
Federal Reserve Board’s preoccupation with inflation resulted in its 
minimizing unfavorable developments indicative of an impending 
downward readjustment in business activity. With more or less the 
same statistical and other pertinent data available to competent and 
trained observers, such differences in appraisal of the current economic 
situation must be largely interpretative and analytical in character. 
However, psychological and other influences enter into these judg- 
ments. During this as well as in other periods of buoyancy in the 
economy at more or less peak levels, there is a general tendency for 
optimistic appraisals and the ignoring of imbalances that are building 
up and which are likely to result in deflationary developments. 

Another influence that appeared to have resulted in overemphasis 
on the continuation of inflationary pressures was the decision of the 
Treasury early in the spring of 1953 to launch a program of refunding 
the debt into longer maturities. At the same time, the Federal 
Reserve Board was expounding a philosophy of the ‘‘free securities 
market’? with open-market operations confined to the short-term 
securities and no intervention in the long-term sectors. These views 
of the Treasury and Federal Reserve brought forth criticism by econ- 
omists and others that a free-market philosophy represented a degree 
of passivity on the part of the Federal Reserve which was likely to 
weaken credit policy as a tool for stabilization. Within the Federal 
Reserve System, Mr. Sproul, president of the Federal Reserve Bank 
of New York, opposed the ‘‘bills only’ doctrine of the Open Market 
Committee, contending that it placed monetary management in a 
straitjacket. 

By mid-1953 the Federal Reserve was moving vigorously to reverse 
the course of monetary policy from one of credit restraint to credit 
ease. This shift was initially made in response to a critical situation 
that had been permitted to develop in the financial markets rather 
than, as is sometimes asserted, to the expectation that the economy 
was about to slip into a business recession. Nevertheless, extensive 
midyear open-market purchases and lowering of reserve requirements 
created a favorable financial environment for meeting the problems of 
economic readjustment in the period immediately ahead. 

The earlier restrictive monetary policy may have had some influence 
in the slackening of activity, but this in no way compares with the 
major importance in the 1953-54 business recession of the downward 
readjustment of business inventories and the cutback in defense con- 
tracts. The liquidation of inventories occurred because production 
and sales had fallen out of balance, especially in the consumer durable 
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goods sector, and because of curtailment of the defense program. 
These developme nts were independent of the tight-money policy. 
Federal Reserve policy contributed substantially to moderating the 


recession and supporting economic recovery. All three major instru- 
mentalities were employed after mid-1953. There was a further 


increase in open-market purchases in the last half of the year, the 
discount rate was lowered from 2 to 1% percent in February 1954 and 
to 1% percent in April, and reserve requirements were reduced once 
more around mid-1954. 

The policy of active ease made credit more available and lowered 
its cost considerably. With ample reserves and greater liquidity 
banks sought out new business more aggressively and greatly ex- 
panded their investment portfolios. The chief beneficiaries of the 
easy-money policy were the construction industry —especially housing, 
commercial and public works construction—and the stock market, 
with credit for trading in 1954 showing the greatest increase during 
any of the postwar years. Monetary policy would not have been so 
influential in recovery if the level of consumer spending had not 
remained so high, if the ‘‘automatic otatilieass” had not come into 
play, and if additional antirecession measures had not been undertaken 
promptly by the Federal Government. 

For understanding the 1955-57 business expansion and the role 
played by the monetary factor, it is necessary to concentrate on 1955, 
when the expansion assumed its most rapid rate of increase and the 
volume of credit rose at a record rate. No single year so illuminates 
the shortcomings of monetary policy when the principle of appropriate 
and timely flexibility is violated. It also focuses attention on some of 
the limitations inherent in the existing tools of monetary control. 

Between the third quarter of 1954 and the first quarter of 1955 the 
gross national product advanced at an annual rate of over $22 billion; 
about two-thirds of the increase was due to the sharp expansion in 
outlays for consumer durable goods, continued advances in purchases 
of new homes, and a shift from liquidation to accumulation in business 
inventories. The speedy economic recovery, which received its main 
impetus from these sectors, was accompanied by a substantial rise 
in credit and by a considerable easing in financial terms, especially 
longer maturities and lower downpayments on mortgage and install- 
ment credit. In the second quarter of the year, installment credit 
outstanding expanded by nearly $2 billion, a record rate in so short a 
period. The mortgage debt on 1- to 4-family homes increased by 
$6.5 billion during the first 6 months of the year. The upsurge in 
consumer expenditures for durable goods and housing was a major 
stimulus to the acceleration of business investment in plant and 
equipment during the latter half of 1955. In all of these develop- 
ments the commercial banks played a powerful role through a $12 
billion expansion of loans in 1955. 

The first restrictive credit move by the Federal Reserve Board was 
the raising of margin requirements from 50 to 60 percent in January 
1955. Since stock prices and stock-market credit had each risen by 
about 50 percent since September 1953, and speculative activity was 
increasing during the latter half of 1954, the 10-point rise in margin 
requirements could hardly succeed in checking the flow of credit to 
the market. In April, a month after the widely followed stock market 
hearings of the Senate Banking and Currency Committee were com- 
pleted, margin requirements were raised from 60 to 70 percent. It 
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was only after this action was taken that the rate of increase in stock- 
market credit began to slacken considerably. 

The record of the meeting of the Open Market Committee at the 
beginning of March 1955 shows that it was concerned that relaxation 
of terms for the rapidly expanding volume of consumer and mortgage 
credit represented a potential threat to stability. At the beginning 
of May, and even more so by the end of June, it noted that over -all 
economic activity was reaching boom proportions with the likelihood 
of prices moving upward and that business, financial, and consumer 
confidence was extraordinarily high. It was therefore surprising, even 
in financial circles, that the Reserve banks waited until mid-April 
and early May to raise the discount rate from 1% to 1% percent. The 
Federal Reserve waited another 4 months before it made a similar 
feeble attempt at monetary restraint when it raised the discount rate 
to 2 percent in August. 

While open-market operations were conducted during the months 
f March through June so as not to increase bank reserves, it would 
seem to have been more appropriate, in view of the swelling demands 
for credit, if there had been direct intervention by the System to 
reduce bank reserves. 

Federal Reserve officials have recently admitted that they should 
have moved faster and more vigorously in 1955. One reason for the 
failure to do so given by the presidents of the Reserve banks was that 
the economic data available in the first half of 1955 understated the 
speed of the recovery. This explanation for the inadequacy of mone- 
tary policy leaves much to be desired. If the monetary authorities 
failed to act more vigorously, it was much more a matter of judgment 
and interpretation than limitations inherent in the data. The Chair- 
man of the Federal Reserve Board, in accounting for the tardiness and 
lack of vigor of the restrictive actions taken in the upswing, has 
acknowledged an important element ignored by the bank presidents, 
namely, the human factor of hesitancy to exercise curbs that might 
check the pace of business expansion. 

Additional explanations for the inadequacy of monetary policy 
in 1955 may be found in the theory of credit control that seemed to be 
influential among officials of the Federal Reserve System as well as in 
the limitations of general monetary controls. 

From the degree of pressure exerted in 1955 it would appear that 
the monetary authorities were still under the influence of the view 
propounded around the time of the accord that small increases in 
interest rates inhibit bank disposal of Government securities, thereby 
curbing bank-credit expansion. This theory received little support 
from actual financial developments in 1955 and the first half of 1956. 
Throughout this period interest rates were moving upward; the dis- 
count rate was raised 6 times from April 1955 to August 1956—from 
14 to 3 percent. In order to meet demands of their customers the 
banks disposed of more than $12 billion of Government securities in 
1955 and up to mid-1956. It was not until the latter period that 
considerations of bank liquidity caused the shifting out of Government 
securities to cease. The Federal Reserve appeared to underestimate 
considerably the lag between the adoption of its policy of monetary 
restraint and the time when it could take effect. 

The ineffectiveness of monetary policy was partic ‘ularly evident in 
the case of consumer durable goods pure hases. The rise in Coen 
rates neither inhibited users nor lenders of installment credit. The 
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Federal Reserve had no authority to exercise selective controls over 
downpayments and maturities with which to check excessive expan- 
sion of consumer credit. It had such powers under temporary 
authority during 1941-47, 1948-49, and in 1950-52. Nor did it request 
the Congress for authority to regulate consumer credit at any time 
since the expiration of regulation W in mid-1952 

Despite the evidence that the rapid expansion of consumer credit 
in 1955, with its accompanying secondary impacts on capital invest- 
ment, contributed to subsequent inflationary developments, the Federal 
Reserve Board arrived at the conclusion, on the basis of a six-volume 
study published in the spring of 1957, that authority for regulating 
installment credit was inadvisable and that the use of general controls 
was adequate to deal with unstabilizing credit developme nts. This 
is in contrast to the views of the Board expressed in a more com- 
prehensive statement submitted to the Patman committee 5 years 
sarlier, that consumer credit is relatively unresponsive to general 
credit instruments and for this reason selective regulation provides 
a helpful supplement to general monetary controls. 

An additional factor reducing the effectiveness of Federal Reserve 
policy which has been stressed in recent years is the growth of financial 
intermediaries, such as life-insurance companies, building and loan 
associations, savings banks, investment companies, and pension funds. 
In 1955 life-insurance companies, savings and loan associations, and 
mutual savings banks acquired over two-thirds of the more than $16 
billion increase in the non-farm-mortgage debt. Accordingly, some 
students of monetary policy have argued for selective control over 
housing credit as well as over installment credit. 

The monetary authorities had a difficult course to steer with respect 
to credit policy in 1956. Once they had failed to adopt stronger 
measures in 1955, they were in the proverbial position of holding a 
bear by the tail during the following year anda half. On the one hand, 
there was the risk that a more liberal policy with respect to the avail- 
ability of bank reserves might accelerate price rises, especially in 
“bottleneck” sectors of the economy. On the other hand, if the policy 
became much more restrictive, there was the danger of initiating « 
downward spiral in business activity since certain of the key sectors 
which had ushered in the boom had been showing considerable weak- 
ness for some time. Nevertheless, with the economy continuing to 
operate near capacity levels—despite some uncertainties about its 
general direction—and with prices and wage rates moving upward, 
the Open Market Committee felt that as a general policy it “could not 
relax in its efforts at restricting the availability of bank reserves. 
Open-market operations were so conducted that the security holdings 
of the System had increased by only $160 million during 1956. The 
money supply grew at the rate of only 1 percent as compared to a 
2.8 percent rise in 1955. However, the rate of turnover of demand 
deposits in centers outside of New York City increased 8 percent in 
1956. 

One may justifiably view with favor the determination of the 
Federal Reserve not to relax restraints in 1956 and in the first half of 
1957, but there is much less justification for regarding favorably the 
policies pursued through the summer and fall of 1957. In public 
statements by Federal Reserve officis als, in testimony at congressional 
hearings, and through policy decisions such as raising the discount 
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rate one-half of 1 percentage point, i. e., to 3% percent in August, the 
monetary authorities appeared to hour little concern about the in- 
creasing signs that the boom might end in the not-too-distant future. 
In the fall and almost up to mid-November, when the discount rate 
was lowered from 3% to 3 percent, giving public notice that the Federal 
Reserve regarded the immediate proble m ahead as not inflation but 
business contraction, presidents of the Reserve banks and members of 
the Board of Governors of the System were making speeches that 
inflation was still the No. 1 economic problem and it would be a great 
mistake to relax credit restraint. 

In the light of the vehemence and the frequency with which Federal 
Reserve officials publicly stressed during the first 10 months of 1! 957 
the necessity for continuing monetary restraint, it comes as a surprise 
to read the record of the 1957 meetings of the Open Market Committee. 
During almost all of the 18 meetings held throughout the year there 
appeared to be an absence of that confidence in the business outlook 
and in the continuation of inflationary pressures which was mani- 
fested in public statements by top spokesme n for the System. The 
contrast between the record of the deliberations of the Open Market 
Committee and the public statements and actions of the Federal 
Reserve requires explanation. Similarly, the relatively sharp rise in 
the discount rate in August, when business expansion was grinding to 
a halt, is also in need of a more satisfactory explanation than has been 
thus far advanced by the monetary authorities. It is safe to predict 
that long after the events of 1957 have passed, economists will still 
seek the answer to these two questions. 

In explaining the August 1957 rise in the discount rate, the Chair- 
man of the Federal Reserve Board recently stated that the change 
was necessary for technical reasons, but what he appeared to ignore 
was the fact that the sharp hike in the rate was widely interpreted as 
indicating that the monetary authorities regarded the intensification 
of inflationary pressures and the need for continuation of monetary 
restraint as the immediate issue facing the country. That a change 
in the discount rate is regarded as a signal to the public of a shift in 
Federal Reserve policy was expressly stated by the Board of Gov- 
ernors of the System when it lowered the rate in November. If it 
was a public signal in November, it must also have been one in Au- 
gust. 

If the inadequacies of the Federal Reserve in 1955 may justifiably 
be said to have encouraged subsequent inflationary developments, the 
miscalculations in the summer and fall of 1957 may be said to have 
contributed to the sharpest business decline in the postwar period. 

The misunderstanding with respect to the unusually sharp rise in 
the discount rate in August, and the fact that meetings of the Open 
Market Committee are publicly reported as late as a year after they 
have taken place, call for exploration of improved methods for pro- 
viding the public with a clearer understanding of Federal Reserve 
policy changes through prompt publication of explanatory state- 
ments. 

The 1955-57 boom, followed by the sharpest recession in the post- 
war period, and the current signs of resumption of expansion with the 
probable renewal of inflationary pressures, all emphasize the neces- 
sity of a fundamental reexamination of our financial system with 
view to increasing the effectiveness of monetary policy in a stabiliza- 
tion program. 
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CuapTer I. Tue Pertop or TRANSITION, 1951-52 
MONETARY POLICY AND DEBT MANAGEMENT 


When the Treasury-Federal Reserve accord was reached on March 
4, 1951, it was hailed as an important development marking the end 
of a decade during which monetary policy had been subordinated to 
debt management policy. Freed from the necessity of support- 
ing the Government security market at fixed or pegged prices, the 
monetary authorities would henceforth be in a position to use more 
effectively the tools of credit policy for promoting economic stability. 

There had been mounting criticism for several years prior to the 
accord on the extent to which debt management considerations by 
the Treasury continued to dominate Federal Reserve monetary 
policies. These views were thoroughly aired during the hearings of 
the Douglas Subcommittee on Monetary, Credit, and Fiscal Policies 
which opened in September 1949, and in the collection of statements 
submitted to the subcommittee by Government officials, bankers, 
economists, and others, published in November 1949. There followed 
in January 1950 the subcommittee’s report which recommended that 
‘“‘an appropriate, flexible, and vigorous monetary policy, employed in 
coordination with fiscal and other policies, should be one of the prin- 
cipal methods used to achieve the purposes of the Employment 
Act.””! It went on to state: 


Timely flexibility toward easy credit at some times and 
credit restriction at other times is an essential characteristic 
of a monetary policy that will promote economic stability 
rather than instability. The vigorous use of a restrictive 





1 Monetary, Credit, and Fiscal Policies: Report of the Subcommittee on Monetary, Credit, and Fiscal 
Policies, Joint Committee on the Economic Report, 81st Cong., 2d sess., 1950, S. Doe. No. 129, p.1. 
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monetary policy as an anti-inflation measure has been in- 
hibited since the war by considerations relating to holding 
down the yields and supporting the prices of U Mited States 
Government securities. As a long-run matter, we favor 
interest rates as low as they can be without inducing infla- 
tion, for low interest rates stimulate capital investment. 
But we believe that the advantages of avoiding inflation are 
so great and that a restrictive monetary polic: y can con- 
tribute so much to this end that the freedom of the Federal 
Reserve to restrict credit and raise interest rates for general 
stabilization purposes should be restored even if the cost 
should prove to be a significant increase in service charges 
on the Federal debt and a greater inconvenience to the 
Treasury in its sale of securities for new financing and refund- 
ing purposes.? 


The subcommittee rejected, for the reasons given below, the notion 
held by some groups that for stabilization purposes “little or no 
reliance should be placed on monetary policy and that we should 
rely exclusively on other measures, such as fiscal policy:’’ 


) It is highly doubtful that fiscal policy would be powerful 
vied to maintain stability in the face of strong destabilizing 
forces even if monetary policy were neutral, and a conflicting 
monetary policy could lessen still further the effectiveness of 
fiscal policy. (2) Monetary policy is strong precisely where 
fiscal policy is weakest; it is caps able of being highly flexible. 
It can be altered with changes in economic conditions on a 
ponte, daily, or even hourly basis. (3) It is a familiar 
instrument of control and thoroughly consistent with the 
maintenance of our democratic government and our com- 
petitive free-enterprise system. It is certainly much to be 
preferred over a harness of direct controls. (4) Our mone- 
tary history gives little indication as to how effectively we 
can expect appropriate and vigorous monetary policies to 
promote stability, for we have never really tried them.* 


The report stressed that, to be effective, monetary management 
must be characterized by timely, vigorous, and flexible actions: 


The essential characteristic of a monetary policy that 
will promote general economic stability is its timely flexi- 
bility. To combat deflation and promote recovery, the 
monetary authorities must liberally provide the banking 
system with enhanced lending power, thereby tending to 
lower interest rates and increase the availability of credit. 
To retard and stop inflation they must restrict the lending 
power of banks, thereby tending to raise interest rates and 
to limit the availability of credit for private and Government 
spending. And these actions must be taken promptly if they 
are to be most effective.‘ 

3 Ibid., p. 2 


3 Ibid., p. 18. 
‘Ibid., p. 19. 





FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 3 


TABLE 1.—IJndezes of industrial production, wholesale and consumer prices, 1950-52 
[1947-49 = 100] 























| | l | | 
| Indus- | Whole- | Consumer || Indus- | Whole- |Consumer 
Month | trial pro- sale | prices | Month trial pro- sale prices 
duction !| prices | | duction '|} prices 
inital aemitas icinaeel ee nn entero oceias whe shes 
1950—January 100 | 97.7 | 100.6 || 1951—July_._-...-- 119 114. 2 110.9 
February | 99 | 98.3 | 100. 4 | August. -.... 118 113. 7 110.9 
March.......| 102 | 98. 5 | 100. 7 September---. 118 113. 4 111.6 
April. - 106 | 98. 5 100. 8 October-..---| 118 113.7 112.1 
DN icenasa 110 99. 6 101.3 |} November. --} 119 113. 6 112.8 
CURB incssccel 112 | 100. 2 101.8 || December - - - 119 113.5 113. 1 
July scale 115 | 103. 0 102.9 |} 1952—January - ---- 121 113.0 113. 1 
August in 120 | 105. 2 | 103. 7 || February - ---| 121 | 112.5 112.4 
September--- 120 | 107.1 104. 4 |} March.-..-.-..| 121 112.3 112.4 
October 121 | 107.7 105. 0 April ee, 120 111.8 112.9 
November. - 120 | 109.3 | 105. 5 | ee 119 111.6 113.0 
December 22 112.1 | 106. 9 i 118 111.2 113. 4 
1951—January 122 | 115.0 | 108.6 || July eenedl 115 111.8 114.1 
February 122 | 116. 5 | 109. 9 |} August. .-.... 123 112. 2 114.3 
March 122 | 116. 5 110.3 September-.-.- 129 111.8 114.1 
April--- 122 116.3 | 110. 4 | October a 130 111.1 114.2 
LS era 122 | 115.9 110.9 |} November- -- 133 110.7 114.3 
June... 121 115.1 | 110.8 December - - -} 133 109. 6 114.1 











1 Seasonally adjusted. 


Source: Board of Governors of the Federal Reserve System and U. 8. Department of Labor. 


Fourteen months elapsed between the publication of the Douglas 
committee report and the accord. During this period, the outbreak 
of the Korean war in June 1950 touched off strong inflationary 
pressures. The abnormally heavy buying by consumers and business 
firms in anticipation of possible future shortages resulted in a sharp 
increase in prices. Between June 1950 and March 1951, wholesale 
commodity prices rose by about 16 percent. During these 9 months, 
the Federal Reserve System increased its holdings of Government 
securities by over $4 billion, thus increasing bank reserves which 
facilitated the unusual expansion of bank loans by nearly $10 billion. 

Public hearings and committee reports helped to focus attention 
on the desirability of greater Federal Reserve independence. But it 
was not until developments after the Korean war made it especially 
evident that credit expansion would continue to feed the upward 
price spiral, so long as the Federal Reserve System purchased large 
quantities of Government securities at pegged prices, that the Treas- 
ury finally agreed to an arrangement giving monetary policy a 
coordinate role with debt management police: y. 


THE ACCORD 


The Treasury and the Federal Reserve System announced on 
March 4, 1951, that they had— 


reached full accord with respect to debt-management and 
monetary policies to be pursued in furthering their common 
purpose to assure the successful financing of the Govern- 
ment’s requirements and, at the same time, to minimize 
the monetization of the public debt. 


In accordance with this agreement, holders of the 2% percent re- 
stricted bonds of 1967-72 in the amount of $19.7 billion were to be 
given the opportunity to exchange them for a nonmarketable 2%- 
percent 29-year bond, convertible at the option of the holder into a 
1%-percent 5-year marketable Treasury note. This was designed to 
encourage the holding of long-term bonds and thus curb debt 
monetization. 


H. Rept. 2500, 85-2 2 
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The most important phase of the agreement directed toward mini- 
mizing the monetization of the debt was that the Reserve System 
would immediately discontinue purchases of Government securities at 
pegged prices at the option of the market. It was agreed, however, 
that a limited volume of open-market purchases would be made while 
the long-term bonds were being exchanged. This meant that disposal 
by banks and other investors of such securities would be governed by 
the demand in the market without Federal Reserve open-market 
support. In response to market forces, short-term interest rates were 
expected to fluctuate around the Federal Reserve discount rate which, 
except for unforeseen developments, would remain at 1% percent for 
the rest of the year. Under these circumstances, the Federal Reserve 
expected to influence the availability of credit because individual 
member banks would have to come to the discount window and borrow 
at the discount rate to maintain or increase their reserves. 

Finally, it was agreed that there would be more frequent conferences 
between the Treasury and Federal Reserve officials and staff to work 
more closely on a joint program of Government financing as well as in 
the maintenance of orderly markets for Government securities. 

The significance of the accord lies in the fact that it paved the way 
for the Federal Reserve to exercise greater freedom in the use of its 
major instruments of credit policy for promoting economic stability. 
So long as the rigid support of the Government security market con- 
tinued, open-market operations, the discount rate, and reserve require- 
ments—the three principal methods for regulating the volume of bank 
credit and the money supply—could not be employed effectively. 
They could only operate effectively in an inflationary period if they 
were free to restrict the availability of bank reserves. But the initia- 
tive in changing member bank reserves when the Government secu- 
rity market 1s pegged rested largely with the holders of these securities. 
In a period of a great rise in the demand for credit, commercial banks 
and nonbank investors, a large part of whose assets were in the form 
of Government securities at low yields, found it more attractive to 
dispose of substantial amounts of these securities and place their funds 
in higher-earning loans. 

From the end of June 1950 to the end of February 1951, commercial 
banks sold United States Government securities in the amount of $6.7 
billion, insurance companies $1.1 billion, and mutual savings banks 
nearly $1 billion. The Federal Reserve banks purchased about $4 
billion. During the 8-month period, member bank reserves increased 
by over $3 billion despite a loss in gold of nearly $2.5 billion. About 

$2 billion of member bank reserves were absorbed by the Federal Re- 
serve increasing requirements in January and February 1951 by 2 
percentage points on demand deposits and 1 percentage point on time 
deposits. 
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6 FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 


FLEXIBLE MONETARY POLICY AND RISING INTEREST RATES 


As was expected, abandonment of the rigid support policy resulted 
in an increase in bond yields and in interest rates. The yields on 
Federal securities rose moderately from April 1951 to mid- 1952—a rise 
that was much less than was anticipated in some quarters. During 
this period yields on long-term bonds ranged from 2.56 to 2.61, 90- day 
bills from 1.52 to 1.70, and Aaa corporate bonds from 2.87 to 2.94. 

Could a rise of interest rates of these magnitudes have any signifi- 
cant effect on the expansion of bank credit? The monetary authorities 
who argued for a more flexible credit policy maintained that even 
moderate increases in interest rates would serve to curtail the volume 
of bank credit. This view is explained at length in statements pre- 
pared by the Federal Reserve for the Patman Subcommittee on Gen- 
eral Credit Control and Debt Management.’ According to this 
theory, the monetary authorities can limit bank reserves by selling 
Government securities or by limiting the amount of securities pur- 
chased and permitting their prices to adjust to investor demands in 
the market. A rise in yield occurs in either case. The increasing 
yield checks the tendency of banks and other financial institutions 
who are inclined to sell Government securities from switching to such 
other investments as business loans or mortgages. They are reluctant 
to sell Government securities because of the « capital loss involved. 
Moreover, institutional rigidities which keep rates on other assets 
from rising while the yield on Government securities increases make 
the holding of Governments relatively more attractive. Then too, in 
an unpegged market, banks and financial institutions become more 
cautious in disposing of Federal securities because of the increasing 
uncertainty about future security prices and yields. As a result of 
these reactions by lending institutions, there is a reduction in the 
volume of credit extended to borrowers, even though the latter may 
not be disposed to lessen their demand for funds because of increasing 
interest rates. In short, according to this theory, a more flexible 
monetary policy can succeed in limiting the availability of credit 
even without an appreciable rise in interest rates.® 

To what extent did developments in the money market after the 
accord support this viewpoint? In the first place, it is essential to 
establish whether the sale of Government securities by lending insti- 
tutions was curtailed. Secondly, even if this occurred, did the change 
take place because the price of Governments fell below par, 1. e., the 
rise in interest rates, or because of other factors that influenced the 
demand and supply of credit? 

Examination of data on changes in Government security holdings 
since the accord does not indicate uniformity of reaction to rising 
interest rates by lending institutions. For example, from mid-1951 
to mid-1952, insurance companies and mutual savings banks con- 
tinued to dispose of large amounts of Government securities while 

5 Monetary Policy and Management of the Public Debt: Replies to questions and other material for the 
use of the Subcommittee on General Credit Control and Debt Management, Joint Committee on the 
Economic Report, 82d Cong., 2d sess., 1952,8. Doc. No. 123, pt. I, p. 368 ff. and especially pp. 371-373 and 
380-383. 

6 The view that under modern conditions even small changes in interest rates can have a considerable 
restrictive influence on bank loans has been expounded by Robert V. Roosa, now vice president of the 
Federal Reserve Bank of New York. His article, Interest Rates and the Central Bank, has become the 


standard reference for the exposition of this viewpoint. See Money, Trade, and Economic Growth, in 
honor of John Henry Williams, pp. 270-295. The Macmillan Co., New York, 1951. 





FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 7 


commercial banks increased their holdings of short-term securities 
substantially. It would seem that supporters of the view that 
a more restrictive monetary policy, accompanied by a moderate in- 
crease in interest rates and culminating in a lessening of the avail- 
ability of credit, cannot obtain comfort from the fact that institu- 
tional holders of long-term Government securities, such as insurance 
companies and savings banks, did not stop sales from their portfolios. 
However, they can point out that the rate of disposal of Governments 
by these institutions did definitely slacken after the accord, a change 
that was presumably influenced by the fact that sales had to be made 
at market and not at pegged rates. 








ABILITY 


i 


CONOMIC ST 


AND Ef 


oY 


POLIC 


IRVE 


SE 


RE 


CDERAL 


FE 


8 





syune 














¢ O°LT 
i 6 9I 
I 191 
£ L’°Sl 
9 I SI 
, L’tl 
PFI 
Z 6 EI 
z LZ 
a 0 ‘ZI 
L Itt 
9° Q 
9 





io 


1 SIOJSVAUT 


“BI [90ST IA 


1B [BUOTIVUIIIUT pues 
jSNJ} Uolsued 94yB10d 100 ‘suOTyNAIIsUI 








9 SJUBUIUIO 
snosvu -A0Z [B90 
pus 93849 


6 61 
‘RI 
L°02 
[ 02 
L'6I 
PSI 


¢ Su0T} 
e10d10g 


S10jS9AUT YUCqUOU eywAlid Aq ply 











IO] JO $} 


}yoiduou ‘5 
ISSessod puvyst puv s 
PUB S}UIUTUIIAOS [BOO] PUB 0}RIg JO SpuNJ yUSUSeAUT PUR ‘3 ; 9 

‘sotued W100 voUBIMSU] PUG SYUBY JO aATSNJOX ¢ 





Oc adore 


‘Or 
ol 
Il 


syUBq 
TABS 


rengnyy 











; 


As 


OULISVA UT 


} 


19N413 


‘saouljiBded Amsvaxy, : 





*Aajut 
Iv ‘slay Iq PUB Slo[t op “st unj 
BIDOSSB UBOT | poy 
BB 
SISISUO’) 9 








If) Ul syuRg 









I 


jsn 





“noes poajuRser 





1 
uond 





I JUOIINOD 4 


0 ZI 6 RS Z 
£ ZI 8 “CG 6 
8 ZI z 
£'€1 8 
£ Fl 0 s 
8 Pl c I 
0'SI z I 
£91 9 Ll 
8 ‘CT 

0 UL 


sarurdt 





¢ 


Dit SID ik 
x 





) Ss 


» STEN praypuy 








jurq | ¢syunq [eyo 
[BIOL dALOSOY ~1IWI WOK) 
[espa 


JUBIT 


] 


syueq Aq ploy 





JO SUOTTIIG Uj; SeNTBA Ie] 


O66] *su01p61)90 jpiapay fo diysiauno pajpmrus7 


pep 




















‘@ 
& 











uv ‘sé 


SJUTLODOtL 
quel 
~JSOAUT 
queurude 
AOf) : 





aTAV T, 


1WW,, Joapun 
oe sng} 5 
"SUOISSOSSOd PULIST PUB So1JOJIIIO], UT | 
{u109 4sNJj ‘syuRq [eIdJe 
; SvolL 





OPN[VUl a7B Ss 




















pure se 





A 
VO UBIVI 





IO} 





10Q Sz 








ouy 





Jaq ue 


yj uoUu 


VS ¢ 


= 








“ONTBA 


IAVS SOILIS Ppeylu 





nf- 
IC] 
ne 
IC] 
une 
«J 

ounr 
Jaq U1900q] 
mr 
iC] 








JIG 





«T 
ounse 
40q UldV09G 
uns 


jo pt a 





) 


L861 
9°61 


CCG 


PS6I 





If6I 





( 
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THE MONEY SUPPLY 


The rise in interest rates did not appear to have any deterrent effect 
on the money supply. The volume of money, measured by demand 
deposits and currency outside banks, which had risen by $3.2 billion 
from June 1950 to March 1951, increased by $5.8 billion in the com- 
parable period of 1951-52. The increase in money supply took place 
despite a slackening in the expansion of bank loans. ‘Total bank loans 
which had risen by $10 billion during the 9 months prior to the accord 
increased by less than one- -third in the 9 months ending March 1952, 
due largely to the slackening in business, real estate, and consumer 
loans. Two factors were mainly responsible for the change in the 
relationship between bank loans and the money supply. In the earlier 
period the expansion of bank loans was accompanied by a very sub- 
stantial drop in the holdings of Government securities by the banking 
system and by a sizable outflow of gold from the country; in the later 
period the rise in bank loans was accompanied by an increase in bank 
holdings of Government securities and by an inflow of gold into the 
country. 

TaBLE 4.—Deposits and currency, 1950-52 
[Billions of dollars] 


Deposits and currency 


Demand deposits and currency 
End of period 





Total ! Time de- 
Demand Currency posits 3 
deposits outside | 
Total adjusted 2 banks 
1950—January : ahinende 169. 7 110.9 86. 4 24.5 | 58.7 
February... 168, 2 109. 2 84. 5 | 24.7 | 59. 0 
March.. 167.1 107.8 83.2 24.6 | 59.3 
A pril ; ‘ aaa 168. 4 108. 9 84.3 | 24.6 | 59. 5 
May..-- : 169, 2 109.7 | 85.0 | 24.7 59.5 
June... ‘ 170. 0 110.2 | 85.0 | 25. 2 59. 7 
July 170. 2 110.9 | 86.5 | 24. 4 59. 4 
August ; : 171.0 | 111.9 | 87.4 24. 5 | 59. 1 
Septem ber__.. ‘s 171.6 | 112.5 RS. O 24. 5 | 59. 0 
October 72.8 | 113.8 | 89. 2 24. 6 | 59.0 
November... _. 173.9 | 115. 2 | 90.3 24.9 | 58.7 
December P : . os 176.9 | 117.7 | 92.3 25. 4 | 59. 2 
1951—January 175. 2 116. 2 | 91.6 | 24.6 | 59. 0 
February 174.2 115.2 | 90. 6 | 24.6 | 59.0 
March 72.5 113. 4 | 89.0 24.4 59. 1 
April 173.3 114.1 | 89.5 | 24. 6 59.2 
May 173.7 114.4 | 89.5 | 24.9 | 59.3 
June... 174.7 114.7 | 89.0 | 25.8 | 59.9 
July 175.8 115.8 90.7 | 25.1 | 60. 0 
August 177.0 116.7 | 91.4 | 25.3 | 60. 3 
September 177.9 | 117.4 | 92.0 25. 4 | 60.5 
October | 181.6 | 120.7 | 95.0 25. 60.9 
November 182.7 | 122.1 | 96. 3 25. § A0. 6 
December- 186. 0 124.5 | 98.2 26 61.5 
1952—January 185. 2 123.5 | 97.9 | 25. 6 61.7 
February... 183. 4 121.3 | 95.7 | 25. 6 62. 0 
March..... 182. 9 120. 5 | 94.8 | 25, 62. 4 
April 183. 8 121.0 95.1 | 25. § 62.7 
May... 184. 4 121.3 95.3 26.0 | 63.0 
June ‘ 184.9 121.2 94.8 26. 5 63. 7 
July 185.8 121.9 95.7 | 26, 2 63.8 
August 186, 2 122.1 95.8 26.3 64.1 
September ‘ 187. 4 123.0 96. 4 26. 6 64.5 
October 190, 2 125.3 98. 6 26.7 64.9 
November 191.6 126. 8 99. 4 27.4 64.8 
December 194. 8 129. 0 101.5 27.5 65.8 


1 Includes holdings of State and local governments, but excludes U. 8S. Government deposits. 

? Includes demand deposits, other than interbank and U. 8S. Government, less cash items in process of 
collection 

’ Includes deposits in commercial banks, mutual savings banks, and Postal Savings System, but excludes 
interbank deposits. 


Source: Board of Governors of the Federal Reserve System. 
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Total member bank reserves had increased by $3.1 billion from 
June 1950 to March 1951, but the raising of reserve requirements in 
January 1951 resulted in only $1.1 billion increase in the reserves 
available for credit expansion by March 1951. In the year ending 
March 1952 the reserves available for credit expansion had increased 
by $1.3 billion. The difference between the two periods was that 
prior to March 1951, very large Federal Reserve purchases of Gov- 
ernment securities more than offset a substantial outflow of gold to 
increase bank reserves, while during the year ending March 1952 
Reserve bank holdings of Government securities showed little net 
change with additional reserves being supplied by a gold inflow. 


TaBLe 5.—Loans and investments of all commercial banks, 1950-52! 


[Billions of dollars} 








Loans Investments 
Total oe ‘ ) i ES 
loans | | 
End of period 2 | and in- U.S.Gov-| Other 
vest- Total? | Busi- Total ernment | securi- 
ments } mess 4 obliga- | ties 
| tions 
2s. capasemneenn wes 121.2 42.9 17.2 78.3 68.0 10.3 
IT oo ena cia Soi sSaiecalin ss 120. 6 43.1 17.2 77.5 67.1 10.4 
ge 120.3 43.7 17.1 76. 6 65.8 10.8 
ME 5 nicactinte i 120.3 43.8 16.8 76. 5 65. 5 11.0 
May os 121.2 44.1 16.7 77... 66. 1 11.0 
June ‘ z= 121.8 | 44.8 16.9 | 77.0 65.8 11:3 
ai cae eua baad diacancknkanteuni : 122.3 | 46.0 | 17.3 76. 4 65. 0 11.4 
IIS nici ic cacienestncaietanieporeantncaeenea ina aa Ote 123.3 47.3 18.3 76.0 64. 2 11.8 
Septem ber... sie attain eons 123. 6 48.9 19. 4 74.6 62. 5 12. 1 
eer 124.5 49.9 20. 0 74. 6 62. 5 12. 1 
DN on. unbunnadeindh wwe 125. 4 | 51.5 21.1 73.8 61.7 12.1 
ee anes 126.7 | 52,2 21.9 74.4 62.0 12.4 
I ie does wins cccinmienninineg een eomis 125. 1 52.7 22.3 72.4 60.0 | 12.4 
EN iiss neo ggiamneinnenniid 125.0 53. 5 23.1 71.5 59.1 | 12. 4 
TMI aaa cictalben an alice 125.7 | 54.4 23.7 71.4 58.8 | 12.6 
a i ous disdain assomemtiian 125. 4 | 54.4 | 23.6 71.1 5R. 5 | 12.6 
a lial 125.1 | 54. 5 23. 5 70. 6 58. 1 12.5 
PU bn cin oanccddhadeotannucchen 126. 0 54.8 23.7 71,2 58.5 12.7 
ia i cla ain lea dee inline 126. 1 54. 6 23. 4 71.5 58.7 | 12.8 
a a ele 127.0 55. 2 23.9 71.8 59.1 | 12.7 
ORR ina ctistudbaimanintinangial és 128. 6 56. 0 24. 5 72. 6 59.7 12.9 
re a isan 130. 5 56.8 25.0 73.8 60.9 12.9 
| ee a ‘ 57.3 25.3 74.6 61.6 13.0 
eS ae a gaia 57.7 25.9 74.9 61.5 13.3 
OG SONY. noses Sie 57.5 25. 6 75.3 62.0 13.3 
NIN i wi cc eccrine 57.6 25. 6 74.7 61.3 | 13. 4 
7 CREA ee 57.8 25. 8 74.7 61.1 13. 6 
i a ol 58. 2 25. 2 | 74.2 60. 5 13.7 
Oh ete | 58.5 24.9 74.5 60.7 13.8 
et a 59. 2 25. 3 75. 2 61.2 | 14.0 
July i an dai a oS ache 59.7 25, 1 77.0 62.9 14.1 
August...._- Sa Teh i a a 60. 2 25. 5 76.4 62.0 14.4 
| SEs Sa aenee eee 61.2 26. 2 75.9 61.6 14.3 
ea ae 62.4 26.9 77.1 62.9 14.2 
a aie 63. 4 27.5 78.3 64.1 14.2 
I le 64.2 27.9 77.5 63.3 14.1 











1 Excludes mutual savings banks. 

3 June and December figures are for call dates. Other monthly data are for the last Wednesday of the 
month. 

3 Data are shown net. Includes commercial and industrial loans, agricultural loans, loans on securities, 
real estate loans, loans to banks, and ‘‘other loans,’’ some of which represent consumer credit. 

4 Data are shown gross, i. e., before deduction of valuation reserves. For months other than June and 
December data are estimated on the basis of reported data for all insured commercial banks and for weekly 
reporting member banks. 


Source: Board of Governors of the Federal Reserve System. 


In considering monetary policy after the accord, it is necessary, of 
course, to refer to the underlying business conditions that were in- 
fluencing the demand for funds as well as the factors influencing their 
supply. The accord took place at a time when inflationary develop- 
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ments had about reached their greatest intensity. Few would deny 
that continuous support purchases of Government securities at pegged 
prices had made the Federal Reserve System an “engine of inflation”’ 
during the 9 months after the outbreak of the Korean war. But the 
extent to which the removal of continuous support purchases of 
Government securities was of strategic importance in the weakening 
of inflationary pressures after March 1951 is a debatable question. 
There are those who emphasize the importance of the change in 
business conditions, particularly the cessation of the abnormally 
heavy forward buying by consumers and business firms when the 
anticipated shortages did not develop. To be sure, they grant that 
the shift in monetary policy exerted some anti-inflation influence in 
1951, as was the case 8 with direct controls over prices and wages 
by the Federal Government, and of the selective controls over real 
state credit, consumer credit, and credit for security markets.’ 


ECONOMIC DEVELOPMENTS 


That inflationary pressures had lessened after March 1951 is 
evident from the indexes of industrial production and of wholesale 
prices. The former which had climbed from 112 in June 1950 to 
122 by December continued at the same level through May 1951, 
dropped to 118 by August and more or less remained at this level for 
the rest of the year. The latter rose from 100.2 in June 1950 to 116.5 
in March 1951, declined to 113.7 in August, stabilized at this level for 
the remainder of the year, and continued to drift downward in 1952. 

The gross national product which rose from an annual rate of 
$274.4 billion in the second quarter of 1950 to $317.8 billion in the 
first quarter of 1951—an increase of 15.8 percent—reached $341 
billion in the first quarter of 1952—an increase of only 7.3 percent 
during the year. In the earlier period the pronounced increase in 
G “3 was due primarily to the sharp rise in consumer expenditures 
and in business inventories; in the later period defense expenditures 
Sean a very marked rise while the rate of accumulation of business 
inventories fell off sharply and consumer spending at first declined 
and then moved upward gradually. The relative influence of the 
various sectors of the economy on the changes in the pace of total 
national output before and after the accord can be seen from the 
figures for the major components of GNP rita quarter to quarter. 


7 In support of their position that the accord played a more powerful role in curbing inflationary pressures 
than their critics have been prepared to grant, Federal Reserve officials have argued that the mere fact 
of ceasing to support long-term Governments had the effect of shrinking considerably the liquidity of the 


} 1 


economy As was expected, this decrease in the general liquidity resulted in the banks enlarging their 


holdings of short-term United States securities and of nonbank institutional holders greatly decreasing the 
rate of their disposals of long-term Government securities. For the same reason, there was an increase 
in the demand for cash balances—as the rise in the money supply ater r the accord appeared to indicate. 
Che critics, on the other hand, who question the substantial influence of the accord in curbing inflation, 
cite in support of their view the fact that bank loans continued to gro , insurance companies ani 1 savings 


banks continued to dispose of Government securities in favor of other assets, and the expansion of currency 
ind deposits was more rapid after the change in policy than before. For the latter view, see Charles R. 
Whittlesey, Old and New Ideas on Reserve Requirements, Journal of Finance, May 1953, pp. 193-194; 
lso James Tobin, Monetary Policy and the Management of the Public Debt: The Patman Inquiry, 
Review of Economics and Statistics, May 1953, p. 124. 

For an interpretation of the period which indicates that general market conditions were chiefly responsible 
for the downward movement of wholesale prices since early in 1951, see Bert G. Hickman, The Korean 
War and United States Economic Activity, 1950-52, Occasional Paper 49, National Bureau of Economic 
Research, Inc., 1955. 
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TABLE 6.—Gross national product, seasonally adjusted at annual rates, 1950-52 


[Billions of dollars] 


1950 1951 1952 


° ae | 

Gross national 
product_. 265. 8| 274.4) 293.2) 304.3) 317.8) 326.4) 333.8) 338.1) 341.0) 341.3) 347.0) 358.6 

} | 

Personal consumption ex- 
penditures 185.7) 189.9) 204.4) 200.1) 211.5) 205 208. 8) 213.4) 214.6) 217.7) 219.6) 227.2 
Durable goods -. 26.8) 27.9) 35.5) 31.2 3 28.0; 28 28. 4 7.7) 2.1) 27.8) 32.1 
Nondurable goods 96.2) 97.7) 103.3) 102.0) 110.2) 108.1) 109 112.7) 113.3) 113.9} 115.9) 117.2 
Services. : 62. t 64.3) 05.7) 66.9) 68.3) 69.4) 70.8) 72.3 3, 74.7) 76.2) 77.9 


Gross private domestic 


investment 39.8) 46.9) 51.1) 61.4) 56.9) 61.6) 56.3) 51.0) 52.2) 45.6) 49.1) 52.6 

New construction 21.6) 23.6) 25.6) 25.3) 25.7) 25.0) 24.5) 24.5] 25.2 25.4) 25.4) 26.1 
Residential non 

farm 12.2) 13.8 15.4 14.4 14.1 12.5 11.8) 12.1 12.4; 12.7) 12.8) 13.4 

Other 9.4 9.8 10.3 10.9 11.6 12.5 12.7 12.4 12.8 12.7 12.6] 12.7 
Producers’ durable 

equipment 15. 7 18.4) 20.6) 21.1 20. 7 21.3; 21.6) 21.5) 21.9) 22.4 19.4) 21.2 
Change in business 

inventories: total 2. § 4.9 4.9) 15.0) 10.5) 15.2) 10.2 419 5.1 2.2 4.3 5.3 

Nonfarm only 2.2 4.2 3.8) 13.8 9.3) 14.0 9. 1 3.8 4.0 3.3 3.4 4.7 

Net foreign investment 9 a3 3.0 2.7 2.3 f 1.9 1.9 2.0 Q 1.7 1.9 
Government purchases of 

goods and services 41.2) 39.9 40.6 45.5 Hl. f 59.9) 66.8) 71.8) 72.2) 77.1 80.0) 80.7 

Federal 21.9) 20.6) 20.8) 25.2; 30.8 38.4 44.9) 49.7) 49.¢ 54. 0 6.7) 57.0 

National security 17.0) 17.1) 17.8) 22.2) 27.6) 34.8) 41.1) 45.3) 45.3) 49.0) 50.0) 51.3 

Other 5.2 3.8 2 3.3 $ 4.4 1.9 17 5.4 7.0 6.0 


Less Government 
sales ; 
State and local 19.3 19.3 19.8, 20.3) 20.9; 21.6) 21.9) 22.1 22.5; 23.1 aa. 2| wae 


to 


Source: Department of Commerce 


One of the immediate effects of the outbreak of the Korean war was 
the marked rise in consumer expenditures and the sizable drop in 
personal savings. From the second to the third quarter of 1950 
personal consumption expenditures increased at an annual rate of 
$14.5 billion, or 7.1 percent. More than one-half of the increase was 
in consumer durable goods. This pronounced rise was followed by 
a sharp increase in business inventories in the last 3 months of the 
vear, a change from an annual rate of $4.9 billion in the third to $15 
billion in the fourth quarter. 

In the first quarter of 1951 consumer expenditures increased by 
$11.4 billion over the final quarter of 1950. During the next 3 months 
they dropped by $6 billion with most of the decline in expenditures for 
consumer durables. Spending for consumer durables continued at 
the sharply reduced second quarter level through the first 3 months of 
1952. Investment in business inventories which reached a record 
annual rate of $15.2 billion in the second quarter of 1951 dropped to 
$4.9 billion in the fourth and to minus $2.2 billion by the second 
quarter of 1952.8 

Residential nonfarm construction expenditures which had reached 
an annual rate of $15.4 billion in the third quarter of 1950 dropped to 
a rate of $11.8 billion a year later. 


* Federal Reserve officials stress the view that the accord played a major role in changing the climate of 
expectations in the money market and in general market conditions. The flight of ‘hot money”’ from the 
dollar before the accord, and reflected in gold exports, was followed by the cessation of the flight of gold after 
the accord. Moreover, it was an important factor in changing inflationary psychology with a consequent 
shift in consumer expenditures and business inventories 
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TABLE 7.—Disposition of disposable personal income, 1950-52 
{Seasonally adjusted quarterly totals at annual rates] 


[Billions of dollars] 


| Saving as 


Disposable Personal | Personal | percent of 
Period personal consumption | saving | disposable 
income | expenditures | personal 
| income 
| | 
1950-—1st quarter 185.7 | 15, 2 7.6 
2d quarter 189. 9 11.8 5.9 
3d quarter 204. 4 5.8 2.8 
4th quarter 200. 1 17. 6 8.1 
1951—I1st quarter | 211.5 8.3 | 3.8 
2d quarter 205. 5 20.9 9,2 
3d quarter 208. 8 | 20. 7 9.0 
4th quarter 213. 4 | 20. 4 8.8 
1952—I1st quarter 214. 6 17.5 7.5 
2d quarter ae a7..7 | 17.9 | 7.6 
3d quarter a 219. 6 21.5 9.0 
ith quarter 227.2 18.4 7.4 





Source: Department of Commerce. 


Thus, while outlays for consumer durable goods and housing to- 
gether with inventory investment were major stimuli in the infla- 
tionary developments during the second half of 1950 and in early 
1951, by mid-1951 these sectors were a restraining influence upon 
inflationary pressures. At the same time that these contractive forces 
were operating, defense outlays had stepped up sharply. National 
security expenditures which were at an annual rate of $22.2 billion 
in the final quarter of 1950 more than doubled by the final quarter of 
1951. Most of the rise in gross national product during this period 
originated from this source. 


REVIVAL OF THE DISCOUNT MECHANISM 


If we must largely attribute the subsidence of inflationary pressures 
during the first year after the accord to the reduction in spending by 
consumers for durable goods and to the downward adjustment of 
business inventories, this does not signify that the more flexible credit 
policy was not a salut ary de ‘velopme nt. While there are differences 
of opinion as to how much of an anti-inflationary influence the mone- 
tary authorities actually were or could be after March 1951, it can 
hardly be questioned that with the turning away from the rigid 
support of Government sec nae prices the way was paved for open- 
market operations and the discount mechanism to become more 
effective comple mentary tools of monetar Vv policy Vy. 

It was not until a year after the accord that it had become apparent 
that the member banks were resorting increasingly to borrowing at 
the Federal Reserve banks in order to obtain additional reserves for 
supporting credit expansion. The discount mechanism had fallen 
more or less into disuse for two decades and could not be reactivated 
until a flexible open-market policy had been restored. When the 
monetary authorities deem it desirable to exercise restraint on credit 
expansion, less reserves are made available to the banks through re- 
strictive open-market operations. In order to obtain additional re- 
serves to meet temporary deficiencies in their legal reserves, the mem- 
ber banks turn to the discount window of the Federal Reserve banks. 
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An expanding volume of discounts enables the Federal Reserve Sys- 
tem to exercise greater control over bank credit expansion. ‘The 
banks are said to be traditionally reluctant to borrow from the Fed- 
eral Reserve banks and are also subject to administrative regulations 
that discourage continuous borrowing. Moreover, replenishing of re- 
serves through the discount window may be made more expensive 
through the raising of the Federal Reserve discount rate. As a result 
of these pressures, member banks readjust their loans and investments 
to meet their obligations to repay promptly. In other words, the 
discount mechanism acts as a brake in bank credit expansion, and 
serves as a major supplement to open-market policy as a tool for 
promoting economic stability.® 


TABLE 8.—Installment credit, 1950-52 


{Millions of dollars] 


Total out- Automobile Other con- Repair and Personal 
End of month standing paper ! sumer goods | moderniza- loans 
paper ! tion loans 2 
1950—January - ---- Bh ‘nt 11, 599 4,613 3, 671 R89 2, 426 
February. ---.-- ; me 11, 669 4,717 3, 643 887 2, 422 
Beren. ....... - : 11, 888 4, 848 3, 690 872 2, 458 
PN a A eekoae 12, 136 5, 024 3, 760 872 2, 480 
ee ae ‘ 12, 534 5, 220 3, 887 897 2, 530 
a a : 13, 030 5, 504 4, 004 922 2, 600 
SL ——— 13, 578 5, 825 4,159 945 2, 649 
August alte ‘ 14, 045 6, 032 4,349 971 2, 693 
Septem ber- ; . 14, 452 6, 191 4, 546 996 2,719 
October. .......-. 14, 570 6, 212 4, 611 1,014 2, 733 
Novem ber_. hints 14, 492 6, 133 4, 588 1, 021 2, 750 
Decem ber. -.._-. ‘ 14, 703 6, O74 4, 799 1, 016 2, 814 
1951—January - ---- ake 14, 564 5, O84 4,727 1, 001 2, 852 
February---- » 14, 409 5, 910 4, 639 988 2, 872 
March a 14, 382 5, 875 4, 591 987 2, 929 
April sees a 14, 321 5, 873 4, 502 989 2, 957 
BOOT noe ei Sa agli 14, 376 5, 932 4,445 1, 002 2, 997 
a a bivade al 14, 437 5, 996 4, 393 1, 003 3, 045 
ee Semin 14, 369 5, 992 4, 289 1,012 3, 076 
August Swale . 14, 622 6, 108 4, 354 1, 029 3, 131 
Septem ber- eh aha i4, 766 6, 157 4, 389 1, 045 3,175 
October a ee 14, 82/i 6, 095 4,478 1, 064 3, 189 
I en sip ierinee oneesane 14, 946 b, 048 4, 572 1, OS2 3, 244 
Decen ber. 15, 294 5, 972 4, 880 1, O85 3, 357 
1952—January 15, 121 5, 881 4, 776 1, 074 3, 390 
February sca : 15, 030 5, 848 4, 683 1,073 3, 426 
ae cn 15, 032 5, 824 4, 647 1, 071 3, 490 
A pril_. odoinn 15, 234 5, 916 4, 667 1, 091 3, 560 
De oe 15, 834 6, 249 4,812 1, 132 3, 641 
eee a 16, 588 6, 662 5, 001 1, 174 3, 751 
Ee ee 17, 044 6, 878 5, 133 1, 216 3, 817 
Pi itil ctecteane - 17, 329 6, 946 5, 252 1, 254 3, 877 
September-.......- 17, 669 7, 055 5, 400 1, 297 3, 917 
October =i 18, 216 7, 293 5, 626 1, 345 3, 952 
November......--- 18, 579 7, 504 5, 712 1, 374 3, 989 
December -_-- ‘ Supeie 19, 403 7, 733 6, 174 1, 385 4,111 


1 Represents all consumer installment credit extended for the purpose of purchasing automobiles and 
other consumer goods, whether held by retail outlets or financial institutions. Includes credit on purchases 
by individuals of automobiles or other consumer goods that may be used in part for business 

2 Represents repair and modernization loans held by financial institutions; holdings of retail outlets are 
included in other consumer goods paper. 


Source: Board of Governors of the Federal Reserve Syster 
ECONOMIC AND FINANCIAL DEVELOPMENTS IN SECOND HALF OF 1952 


Toward mid-1952, there was a quickening in the pace of business 
activity with accompanying increase in the demand for credit. The 
index of industrial production rose from 119 in May to 133 in Decem- 
ber, except in June and July during the steel strike. The gross 


° For the most recent Federal Reserve statement on the role of the discount mechanism in monetary 
policy, see the Forty-fourth Annual Report of the Board of Governors of the Federal Reserve System. 
1957, pp. 7-18. 





FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 15 


national product rose at an annual rate of $17.3 billion, or 5.1 percent 
from the second to the final quarter of 1952. Virtually all of the 
increase arose from the expansion of business inventories and from 
consumer spending. ‘The rise in consumer spending was facilitated 
by the rapid expansion of installment credit, especially after the 
lifting of consumer credit controls. In addition, there was the dis- 
continuance around the middle of the year of direct regulation of real 
estatacredit and of the voluntary credit-restraint program. Defense 
spending considerably slackened its rate of expansion after the second 
quarter of the year. The leveling off of defense expenditures in the 
last half of the year and the substantial growth of production in the 
civilian sector were accompanied by a decline in wholesale prices and 
by consumer price stability. 

Total loans of all commercial banks increased by $5 billion from 
June to December 1952 with most of the expansion in consumer and 
business loans. ‘Total bank investments rose by over $2 billion with 
practically all of the acquisition in United States Government securi- 
ties. Despite the greater increase in bank credit in the last half of 
1952 as compared to the corresponding period of 1951, the rise in 
the money supply (adjusted demand deposits and currency in circu- 
lation) was about $2 billion less in the second half of 1952 than in 
the last half of 1951. 


FEDERAL RESERVE CREDIT POLICY 


With the inte nsification of the demand for bank credit as business 
activity accelerated and with a large increase in the demand for funds 
by the Treasury to finance a Government deficit, there was increasing 
pressure on bank reserves. In the absence of offsetting open-market 
operations, the member banks turned increasingly to discounting at 
the Reserve banks to replenish their reserves. In March 1952 dis- 
counts and advances of the Federal Reserve System averaged $314 
million; in June the monthly average rose to $585 million; during 
the next 4 months it was around $1 billion; and in December it reac ‘hed 
$1.6 billion. 


TABLE 9.—Open-market transactions in U. S. Government securities,! July 1, 1951- 
Sept. 30, 1952 


[Millions of dollars) 


Total During periods of | Other than periods 
refunding ? of refunding 
Class of security 


| Purchases} Sales | Purchases} Sales Purchases Sales 
| | 
Maturing issues (rights) - - 3, 059 sa aletithabaninak 3, 059 |_. tp debits 
Other securities maturing: | | ! 
Within 91 days a 1, 568 2, 206 541 | 372 1,027 | 1, 834 
91 days to 14 months-. 594 2, 277 341 1, 154 253 | 1, 123 
14 months to 5 years 7 bib eee eee “ 1 . 
5 years to 10 years - 3 6ckblbhmesh ne daebaheeieiaekhl | a i 
Over 10 years... 23 5 6 3 | 17 2 
Total 


5, 248 | 4, 488 3, 947 | 1, 529 | i, 301 fis 2 959 


1 Excludes repurchase agreements with dealers and brokers and purchases and sales of mast certificates 
from and to Treasury 2 5 ; r? 

2 Commitments from date of announcement to closing of books, plus all transactions in new securities on a 
when-issued basis. 


Source: United States Monetary Policy: Recent Thinking and Experience: Hearings, Subcommittee on 
Economic Stabilization of the Joint Committee on the Economic Report, 83d Cong., 2d sess., 1954, p. 265. 
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TABLE 10.— Member bank reserves and related items,1950—-62 


[Averages of daily figures, millions of dollars] 











Period Federal Re- | Gold stock | Currency in Total Required 
serve credit circulation reserves reserves 
1950—January 18, 649 24, 420 27, 220 16, 520 15, 585 
February : ' 18, 310 24, 346 27, 008 16, 146 15, 409 
March 18, 242 24, 311 27, 043 16, 081 15, 298 
April_- ner . 18, 136 24, 247 27, 062 15, 898 15, 204 
May Sia. 18, 005 24, 236 27, 022 15, 941 15, 237 
June 18, 325 24, 231 27, 026 16, 15, 426 
July 18, 703 24, 192 27,117 16, 15, 507 
August 18, 877 23, 927 27, 009 16, 15, 626 
September 19, 610 23, 560 27, 154 16, 15, 837 
October 20, 044 23, 366 7 16, 7% 15, 889 
November 20, 159 23, 157 27, 380 | 16, 16, 011 
December 21, 606 22, 879 27, 806 17, 16, 364 
1951—January 21, 839 22, 523 27, 304 18, 17, 263 
February 23, 286 22, 249 27, 145 18, 18, 279 
March 23, 663 21, 909 27,171 19, 18, 494 
April 23, 983 21, 806 27,179 19, ¢ 18, 491 
May oe 23, 686 21, 757 27, 324 18, 18, 302 
June 23, 913 5: 27, 548 19 18, 475 
July. 24. 285 21, 757 27, 859 19 18, 473 
August 24, 264 21, 790 27, 951 19, 18, 470 
September 24, 664 21, 906 28, 213 19, 18, 675 
October _-. 24, 982 22, 104 28, 387 19, 18, 952 
November 24, 785 22, 298 28, 612 19, 19, 065 
December 25, 446 22, 483 29, 139 20, 19, 484 
1952—January 24, 444 22, 824 28, 637 20 19, 536 
February 23, 826 23, 039 28, 406 19, 19, 300 
March___- 23, 890 23, 278 28, 437 20 19, 323 
April 23, 726 23, 293 28, 459 19 19, 127 
MAy....- 23, 704 23, 297 28, 557 19 19, 140 
June 24, 144 23 8, 843 20 19, 431 
July 24, 786 23, 29 28 20 9, 926 
August 24, 824 23, : 9, ORS 20 19, 657 
September 25, O55 23, 34 20, 343 2h) 19, 736 
October. : 25, 681 23, 340 5 20, 611 19, 963 
November 26, 172 23, 338 20, 904 20, 744 20, O87 
December 27, 299 23, 27¢ a0, 404 21, 180 20), 457 


Source: Board of Governors of the Federal Reserve System 


From June to December the required reserves needed to support 
the increase in bank deposits amounted to $1 billion, and about $1.6 
billion of reserve funds were needed to offset the outflow of currency 
in circulation. The additional reserves were supplied as follows: 
About $1 billion originated from borrowing from"the Federal Reserve, 
$1.3 billion from outright purchases of Government securities by the 
Open Market Committee, and about $400 million through the acqui- 
sition of securities under repurchase agreements." 

The Federal Reserve did not change its preaccord directive ‘to 
maintain orderly conditions” in the Government securities market 
until March 1953 when the present vording “to correct disorderly 
conditions’ was approved. In the interval it underwrote Treasury 
refunding operations through open-market purchases of the maturing 
issues for which an exchange was being offered and at times of the 
new security on a when-issued basis. During the period between 
July 1, 1951, and September 30, 1952, the Treasury entered the 
market 9 different times to refund about $49 billion of maturing 
securities. During these 15 months, purchases of the Open Market 
Committee amounted to $5.2 billion and were concentrated almost 
wholly in short-term securities, i. e., issues less than 14 months. 
About three-fourths of the total purchases were made during periods 
of refunding and only¥one-fourth were made between refunding 
periods. The $3.9 billion of support purchases during refunding 


© See appendix, p. 78. 
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TABLE 11.—Member bank excess reserves, borrowings, and free reserves, 1950-52 


[Averages of daily figures, millions of dollars] 








Borrow- | | Borrow- | 
Excess ings at Free | Excess ings at Free 
Period reserves | Federal | reserves Period reserves | Federal | reserves 
Reserve | Reserve 
banks banks 
1950—January 936 | 35 | OOl |} 1061—July.........| 756 194 562 
February 737 | 123 | 614 August.....- 704 292 412 
March.....-..] 783 | 128 | 655 | September 721 338 383 
April a a al 694 101 593 October._... 915 95 820 
May ; | 704 | 80 | 624 November. --| 729 340 389 
June ; 767 68 | 699 | December - _-| 826 657 169 
July : | 746 | 123 623 || 1952—January - _---| 933 210 723 
August 647 | 164 | 483 February --- -| 695 | 365 330 
September... 765 | 96 | 669 March....__-| 885 307 578 
October 842 | 67 775 April. .-- 650 367 283 
November 731 145 586 May...-..-. | 628 563 65 
December 1,027 | 142 | 885 June... | 709 579 130 
1951—January _ _. 825 | 212 613 } 609 | 1,077 — 468 
February... 627 330 | 297 August. ..._.| 649 | 1, 032 —383 
March. 713 242 | 471 September--_-| 778 683 95 
AEE kcin 833 161 | 672 October -....--| 648 | 1,048 | —400 
a 590 438 152 November-_-| 657 | 1, 532 | —875 
June.... 834 170 664 December - _ -} 723 | 1, 593 —870 
| 


Source: Board of Governors of the Federal Reserve System. 


periods were offset at the same time by $1.5 billion of sales of other 
securities in the portfolios of the Reserve banks. Nearly $3 billion 
of sales by the Open Market Committee were made between periods 
of refunding in order to withdraw funds supplied during support 
operations. However, since total purchases for the 15-month period 
amounted to $5.2 billion and total sales were nearly $4.5 billion, this 
meant that offsetting sales fell short of purchases by $700 million. 
This additional Federal Reserve credit occurred during the sizable 
August and September 1952 Treasury refunding operations when a 
large part of the substantial increase in open-market purchases was 
not offset by sales transactions. 

The decision not to withdraw funds supplied in support of the 
August and September 1952 refundings reflected the tightening 
situation in the money market, a condition that was becoming more 
apparent since the spring of 1952. The increasing pressure on member 
bank reserves is evident from an examination of table 11 showing 
the member bank reserve balances and the amount of rediscounting 
at the Federal Reserve banks. Particularly significant for indicating 
stringency of credit conditions is the difference between excess reserves 
(i. e., total reserves less legal required reserves) and member bank 
borrowings at the Federal Reserve banks. This difference is known 
as free reserves. 

There was a downward trend in free reserves since the spring of 
1952, becoming negative in the latter half of the year. In November 
and December free reserves were minus $900 million. 

Tightness in the money market was reflected in the rise in the 
yie lds of securities, partic ‘ularly the Treasury bill rate. The monthly 
average of Treasury 3-month bills rose from 1.57 in February 1952 
to 2.12 in December. The last half of the year the bill rate was 
above the 1% percent discount rate of the Federal Reserve. When 
the bill rate is above the discount rate, there is some encouragement 
for banks to borrow from the Federal Reserve banks rather than to 
dispose of bills, but it was not until January 1953 that the Federal 
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Reserve banks attempted to bring the discount rate more nearly in 
line with short-term market rates by raising the discount rate to 2 
percent. Another factor in the growth of member bank borrowing 
was the excess-profits tax which made it profitable for potentially 
affected banks to borrow during this period. As table 11 shows, total 
member bank borrowing and net borrowed reserves grew rapidly. 
They would have grown even more rapidly, however, had it not been 
for purchases of the Open Market Committee. 


TABLE 12.— Annual rate of turnover of demand deposits, 1950-62 ! 


[Ratio of debits to deposits] 


New 6 other | 338 other New | 6other | 338 other 


Period York centers 2 | reporting Period York centers ? | reporting 
City centers City centers 
1950—January--..- 29.0 20.9 16.3 || 1951—July -- 31.1 | 23.3 18.0 
February -.--- 29. 0 20.9 15.8 August- . | 27.6 | 22.1 17.3 
March...... 30.1 23. 5 16.0 September. 30.6 | 23.6 18.3 
BTN. sas 28. 4 22.0 15.7 October 31.2 | 23.1 | 18. 4 
Bfan'........ 30.0 21.7 16. 2 November 32.1 | 24. 4 | 19.6 
7ue.......- 31.6 23.2 17.0 December 35.9 | 24.3 | 19.0 
July... i 29. 0 21.5 17.1 1952—January 31.2 | 23.0 18.3 
August om 34.5 22. 2 17.1 February - 32.3 23. 4 | 18.5 
September -.-_- 32.8 23. 5 18. 4 March 33.6 | 25.7 | 18. 2 
October ...... 30. 6 23.0 18.3 April. 34.0 | 24.6 | 17.8 
November... 32.3 24.0 19. 1 May.. 32.8 | 22.8 17.9 
December. - 36. 1 25. 2 19.2 June 37.4 | 24.9 18.8 
1951—January - _- 32. 5 24.7 19.0 || July ; 34. 4 24.0 | 18.1 
February - 30. 1 23. 5 18.3 August. -- 29. 6 20.8 17.0 
March. 35. 1 26. 4 18.5 |} September- 35. 4 | 24.3 | 18.9 
April-. 32.5 25. 6 18.5 October 36.4 25.0 | 18.7 
May.-. 31.0 24.2 18.3 November 34.1 | 24.1 19.3 
June 33.7 24.0 18.4 December 41.8 | 26.9 19.8 


1 Does not include interbank and U. S. Government deposits and is given without seasonal adjustment 
21 Boston, Philadelphia, Chicago, Detroit, San Francisco, Los Angeles 


Source: Board of Governovs of the Federal Reserve System. 





Cuaprer II. FeperAL Reserve Powicies In 1953-54 


The first half of 1953 is an especially interesting period to the 
student of monetary policy. It posed a series of issues to the Federal 
Reserve Board and the Open Market Committee which have been 
discussed ever since not only in the academic literature but by the 
Congress itself, particularly at committee hearings where monetary 
and fiscal problems affecting economic stability are under considera- 
tion. On some of these questions there have been sharp differences 
of opinion within the Federal Reserve System, in the Congress, and 
among economists. Some of,the issues are quite technical and on 
the surface appear to be concerned only with the operating techniques 
of what has come to be the most important tool of monetary policy, 
namely, open-market operations. But they cannot be readily dis- 
missed on the grounds that the issues involve only considerations of 
the technical operations of the System’s open-market account. They 
raise important questions of credit policy which have a significant 
bearing on the objective of promoting the stability and growth of the 
economy through the use a the powers of the Federal Reserve System. 

The issues referred to in the preceding paragraph all came to the 
fore at the March 1953. meeting of the Open Market Committee and 
are beer in the record of its policy actions in the Federal Reserve 
Board’s Annual Report for 1953. The first of the policy decisions 
was concerned with the longstanding directive to the Executive Com- 
mittee to continue, as it had done since August 1951, to operate 
“with a view to exercising restraint upon inflationary developments.” 
The second, involving a change from previous directives, provided 
that the Executive Committee should arrange for transactions in the 
System open-market account with a view “to correcting a disorderly 
situation in the Government securities market,” rather than as 
previously, ‘‘to maintaining orderly conditions in the Government 
securities market.’? The third action instructed the Executive Com- 
mittee that “operations for the System account should be confined 
to the short end of the market (not including correction of disorderly 
markets).’’ In practice, this meant confining operations to Treasury 
bills. The System account was also to refrain from support purchases 
in the market during periods of Treasury refinancing. 


APPRAISALS OF THE BUSINESS SITUATION, FIRST HALF OF 1953 


Let us first consider the early March directive which instructed the 
Executive Committee to continue to operate ‘‘with a view to exercising 
restraint upon inflationary developments.” The assumption that the 
economy was likely to be dominated by inflationary developments 
explains in large measure the controversies about Federal Reserve 
polic, y and Treasury debt management policy that flared up in the 
Congress and in the financial and os community during the 
first half of 1953. Particularly important for the purposes of this 


19 
H. Rept. 2500, 85-2——3 
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report is that the controversies bring to the fore certain limitations 
in the use of the tools of monetary policy (and fiscal and debt manage- 
ment policy) for promoting economic stability. As we shall see in the 
next chapter, these limitations are not only apparent in a review of 
the first half of 1953; they become even more apparent in the review 
of later Federal Reserve actions. The limitations referred to relate 
to the difficulties involved in appraisals of changes in the business 
situation, currently and for the near future. 

As the Open Market Committee saw it, economic activity which 
had been expanding at a rapid rate in the second half of 1952 was 
continuing to expand further in the early months of 1953. Industrial 
production, the gross national product, and business inventories were 
increasing, and unemployment was exceptionally low. At the same 
time the demand for capital and credit continued strong, especially 
mortgage and consumer credit, despite the raising of the discount 
rate from 1% percent to 2 percent around the middle of Janus ary. 

There were some observers who did not anticipate continuation of 
inflationary pressures. Typical of those who were critical of the Open 
Market Committee’s concern with further inflationary developments 
was Mr. Marriner Eccles, former Chairman of the Federal Reserve 
Board, who argued that the signs pointed rather to deflationary de- 
velopments. The wholesale and consumer price levels had stabilized. 
It was also pointed out that the production of automobiles and other 
consumer durable goods and the construction of housing were reaching 
a point of saturation in relation to demand, and that Government 
expenditures were scheduled to reach a peak and start declining during 
the year.!. These appraisals of current developments were publicly 
expressed at the same time that spokesmen for the Federal Reserve 
and the Treasury were publicly stressing the predominance of infla- 
tionary pressures calling for monetary and debt management policies 
of an anti-inflationary character. 


TABLE 13.—IJndexes of industrial production, wholesale and consumer prices, 
1958-54 


[1947-49= 100] 





Indus- Whole- | Con- Indus- Whole- Con- 

Month trial pro- sale | sumer Month trial pro- sale sumer 

duction !| prices | prices duction '; prices prices 
1953—January A 134 | 109.9 113.9 1954—January - -- 125 | 110.9 115. 2 
February. ---| 134 | 109. 6 113.4 February - 125 110.5 115.0 
March..-----| 135 | 110.0 113.6 March 123 110.5 114.8 
April. -- 136 | 109. 4 113.7 April--.- 123 | 111.0 | 114.6 
May... : 137 | 109. 8 114.0 May 125 | 110.9 115.0 
CO cence 136 109. 5 | 114.5 June | 124 | 110.0 115.1 
Se | 137 | 110.9 114.7 | July-- 123 110. 4 115.2 
August... 136 | 110. 6 115.0 August - - 123 | 110.5 115.0 
September-.-- 133 | 111.0 115.2 September- 124 | 110.0 114.7 
October... -- 132 110, 2 115.4 October-_- 126 109. 7 114.5 
November. - 129 | 109. 8 115.0 November 128 110.0 114.6 
December _ _-| 126 | 110.1 114.9 |} December 130 | 109. 5 114.3 


1 Seasonally adjusted. 


Source: Board of Governors of the Federal Reserve System and U. 8. Department of Labor. 


1 Washington Post, April 15, 1953. 
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To be sure, at any given time, analysts of business conditions differ 
in their appraisals of current economic developments. In view of the 
fact that more or less the same statistical and other pertinent data are 
available to competent and trained observers, such differences must 
be largely interpretative and analytical in character. Since even in 
periods of general high and expanding levels of activity there are 
sectors of the economy that are contracting rather than expanding, 
there are bound to be differences in judgment as to the relative influ- 
ence of the diverse movements that are taking place. Unfortunately, 
psychological and other biases enter into these judgments, especially 
during periods of prosperity, which result in minimizing the unfavor- 
able influences that appear on the business horizon and the neglect 
of which may result in faulty policy decisions. Fortunately, however, 
one of the virtues of monetary policy, as compared to fiscal and debt 
management policy, is its greater flexibility. The monetary authori- 
ties are generally in a better position to minimize errors of diagnosis 
by more speedily steering a different course to meet changing condi- 
tions. As we shall see, this was the case in 1953; it may have been 
less so in 1957. 

Let us examine some of the statistical series which measure the 
behavior of the economy during this period. The index of industrial 
production, which rose from 115 in July 1952 to 133 in November and 
December, climbed to 137 in May 1953. This would appear to indi- 
cate that the rate of expansion in production was slackening in the 
earlier part of 1953. The gross national product, which increased at 
an annual rate of $11.6 billion between the third and fourth quarters 
of 1952, rose by $5.9 billion in the first quarter of 1953, and by an 
annual rate of $4.3 billion in the second quarter. To some observers 
at the time, the slackening in the rate of economic activity, as indicated 
by such broad-gaged measures as the index of industrial production 
and the gross national product, meant that the economy was approach- 
ing the peak in the expansion phase of the business cycle and would 
soon turn down. To others, especially the monetary authorities, 
whose daily activities in the area of credit indicated continuing strong 
pressures for additional funds, the slackening in the rate of economic 
expansion—even if it could be so gaged at the time -might only be 
temporary, to be followed by a further upward surge of activity in the 
months ahead. Officials of the Federal Reserve have pointed out that 
business inventories were rising at the time, and they interpreted this 
rise as an indication of the intensification of inflationary pressures. 
However, a rise in inventories could also signify that production and 
sales were growing out of balance, a condition that could culminate 
in readjustments of a deflationary character. Toward midyear, 
when inflation was still the dominant theme, it was becoming more 
apparent that such readjustment was in process. 

When one turns from general measures of business activity and 
examines the behavior of specific areas, there were a number of signs 
early in 1953 which indicated impending change in a downward 
direction. It is sufficient to cite only a few of such indicators. Indus- 
trial stock prices, which in the past have manifested a definite tendency 
to lead at cyclical turning points of business activity, moved down- 
ward during each of the first 6 months of 1953. Orders for manu- 
facturers’ durable goods and the average length of the manufacturing 
workweek started to decline in the spring. The rise in retail sales 
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was halted in February, while business inventories continued to 
expand through the summer. It is precisely at the time when aggre- 
gate measures of business conditions indicate increasing buoyanc y in 
the economy at more or less peak levels that there is intensification 
of concern about inflationary pressures. It is at such times also that 
there is a tendency to ignore imbalances that have been building up 
in certain sectors for a number of months but which only become 
visible later on in the general measures of business activity. With 
retail sales sluggish since the early months of 1953, while inventories 
were piling up, a downward adjustment in the economy rather than 
a further upward push was the more likely prospect. 


MONEY AND BANK CREDIT, FIRST HALF OF 1953 


Turning from the industrial sector, where production was at peak 
levels while key individual sectors were manifesting signs of weak- 
ness, to the financial sector, let us examine briefly the changes in the 
money supply and some of the major influences affecting bank reserves. 

Demand deposits and currency, which usually move downward 
during the first half of the year and rise substantially in the second 
half, declined more sharply in the first 6 months of 1953 than in the 
corresponding periods of 1950-52. ‘The relatively greater decline in 
the money supply largely reflected a shrinkage in bank holdings of 
Government securities in the amount of $4.2 billion during the first 
half of 1953. The commercial banks not only sold Government secu- 
rities to meet the large demands for credit; they also continued to rely 
heavily on borrowing from the Federal Reserve banks. In January 
their discounts and advances were nearly $1.4 billion and in April 
they were close to $1.2 billion. 

There is little doubt that the reserve positions of the banks were 
under pressure. This pressure was exerted by foreign gold with- 
drawals starting in December and by restrictive Federal Reserve open- 
market operations. The latter may be seen from table 14 showing 
open-market transactions for 1953. Jn the first part of the year there 
were no outright purchases of Government securities and over $200 
million of sales. There was also substantial reselling of securities 
which had been purchased in December under repurchase agreements 
with dealers in short-term Government ete. As a result of 
these operations, there was a net reduction in Federal Reserve hold- 
ings of Government securities and to that an an absorption of 
member bank reserves. Free reserves, 1. e., excess member bank re- 
serves less borrowings by member banks, were minus at least $600 
million in each of the first 4 months of 1953. 

The pressures on credit resulted in a general firming of interest rates 
to mid-April and a sharp advance to early June. Between January 
and June, the monthly averages of Treasury bill rates rose from 2.04 
percent to 2.23 percent, prime commercial paper from 2.31 percent to 
2.75 percent, and long-term Governments from 2% to 3% percent. 
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Around mid-February the Federal Reserve Board reduced margin 


requirements on stock market credit from 75 to 50 percent. 


In ex- 


plaining its action the Board stated: ? 


The margin requirements had been increased from 50 to 
75 percent in January 1951 as a preventive measure and as 
a supplement to the steps previously taken in the credit and 
monetary area to lessen inflationary pressures. By Febru- 
ary 1953 inflationary pressures had moderated and, with the 
margin requirements fixed at 75 percent, there had been no 
substantial increase in the total amount of credit in use in 
the stock market. Accordingly, the Board concluded that 
margin requirements of 50 percent would be adequate to 
prevent the excessive use of credit for the purchasing and 
carrying of securities and that a reduction to that level would 
be in harmony with the System’s overall credit and mone- 


tary policy under current conditions. 


To be sure, inflationary pressures in early 1953 were certainly not as 
strong as in early 1951, but they were apparently regarded as suffi- 
ciently strong for the System to raise the discount rate in January 
1953 and to restrict bank reserves through open-market operations. 
Consequently, critics pointed out at the time that the Board’s action 
in lowering margin requirements was inconsistent with its concern 
about “inflationary developments” and with its restrictive general 


monetary policy. 


2 Fortieth Annual Report of the Board of Governors of the Federal Reserve System, 1953, p. 83 
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THE OBJECTIVE OF A FREE MARKET 


One cannot fully understand monetary and debt management 
policy as well as conditions in the money market during the first half 
of 1953 without consideration of the March directives of the Open 
Market Committee other than that of “exercising restraint on infla- 
tionary developments.’’ Since these directives, mentioned at the 
beginning of this chapter, have also played an important role in Federal 
Reserve policy ever since, it is essential that we examine them more 
closely.’ 

The change in the directive to the Executive Committee from 
“maintenance of orderly conditions” to that of ‘‘correction of dis- 
orderly conditions in the Government securities market’? was designed 
to make more explicit the commitment of Federal Reserve policy to a 
philosophy of a ‘‘free securities market.’’ It was intended to reassure 
dealers and professional buyers and sellers of Government securities 
that the forces of supply and demand would determine the prices and 
yields of Government securities and that in such a market they would 
not be subject to the hazards of unpredictable intervention by the 
Open Market Committee. The Federal Reserve would confine its 
operations to releasing and absorbing reserve funds in order to effec- 
tuate its general credit policies. Only in extreme circumstances 
would the Open Market Committee step in to correct a market that 
was clearly disorde rly 

To reinforce the ¢ coal of a “free market” there were the additional 
directives: (1) Open-market operations would be confined to the short 
end of the market; (2) support of the market during pe riods of Treas- 
ury refinancing would be discontinued; (3) the policy of the Com- 
mittee was not to support any pattern of siti and yields in the 
market. 

The view that yields on Government securities should be determined 
by a free money market was vigorously expounded in speeches in the 
spring of 1953 by the Chairman of the Board of Governors and by the 
Secretary of the Treasury. This view was regarded with much less 
enthusiasm by a number of critics, among whom were distinguished 
economists. They pointed out that the Federal Reserve System 
came into existence precisely because the country had learned from 
the bitter experience of the past that it was dangerous to the stability 











3 These directiv which we 1001 la he March meeting of the Open Market Committee are based 
on recommendations of an ad c subcommittee appointed in 1951 to study methods of improving the 
eftiectivel pen marke tex re of the i} he ittee on the 
Governmer! lrities ma , wi i bmitted Open Market (¢ tee in November 1952, 
was first m public 2 ye later in United Stat Monetary Policy: Recent Thinking and Experience 
Hearin Dé Ssudco t n Economic Stat tion, Joint Com1 tee on the Economic Report, 
83d C a 1954, pp. 2 3 

¢ Among the critics of the “free market philosophy” w Prof. Lester V. Chandle Princeton University 

‘* * * Hi ‘ Yi ] in the T rx Dep tmer + } +7 mi l ‘ ‘ +} ‘ nter ty tes sh uld he 
determin the TY irket I T Es | T I i i ul pl a T 1 the ( i IT I itt RB mara {G vernor made 

| iescribing t isit to ‘free markets,’ which was t ide a ‘free money market 
T nmy opir n, an unfortu choice of word ** * But to allow the total supply of money and 
] nd the pr ins, to be determined by private demand and pr te supply would negate the 

f l ( ‘ l w the total supply of 
mon | cost f t t of private supply and 
demand. The ba inction of a centra ink t ulate the total 1 f money and credit and the 
terms on which they are made iilab] It should be clear that the Federal Reserve can make its maximum 
contribution to econom tal { ind ¢ wth only recog I its continuous responsibility for money 
market conditions, and by taki whatever p tive act iS that may appear conducive t the attainment 
of its objectives. * * * A successful policy of econom tabilization cannot be a passive policy * * * 

United States Monetary Policy , nt Thinking and Experience, cited in footnote 3; pp. 45-46 

For thi id the next section in H. Hansen, The American Economy, McGraw-Hill, 1957, ch. 4. 
Also Paul A. Samuelson, Rece 1 Monetary Controversy, The Three Banks Review, March 1956; 
also Deane Carson, Recent Open et Committee Policy and Techniques, Quarterly Journal of Eco 
nomics, August 1955; and C. R, 1 y, Monetary Policy and Economic Change, Review of Economics 
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of the economy to permit the unregulated forces of supply and demand 
to determine the total volume of credit and its cost. Strict adherence 
to the “free-market” philosophy, instead of making open-market oper- 
ations more effective, represe inted a degree of passivity on the part of 
the Federal Reserve which was likely to weaken credit policy as a tool 
for stabilization. It was incompatible with economic developments in 
recent decades in which so high a proportion of total indebtedness had 
come to be represented by Government debt. According to the 
critics, there are periods when it is highly desirable in the interests of 
promoting economic stability and erowth that the monetary authori- 
ties take an active role in influenci ‘ing the course of interest rates. 
This may be accomplished at times through regulating the volume of 
bank reserves; at other times it may be necessary to operate directly 
in the long-term sector of the Government security market. 

According to its proponents, the free market promotes “market 
depth, breadth, and resilienc y. In such a market dealers are active 
in buying and selling not only as brokers for institutional investors 
but also for their own account. In operating in the latter capacity, 
they rely heavily on the use of borrowed funds. To such dealers a 
very small change in bond prices and yields may make all the differ- 
ence between a profitable and an unprofitable transaction. They 
may be prepared to take risks in a free market. But when it is sub- 
ject to uncertainties originating from Open Market Committee inter- 
vention, dealers are reluctant to take trading positions that involve 
sizable amounts of borrowed funds. 


THE POLICY OF BILLS-ONLY 


If the free market is to provide depth, breadth, and resiliency, 
then, according to the Committee, it is desirable that open- -market 
operations be confined to short-term securities, and there should be 
no intervention in the intermediate and long-term sectors. The 
Government securities market has ‘‘depth’’ when there are orders to 
buy and sell above and below the current market price; it has 
“breadth”? when orders are large in volume and come from widely 
divergent investor groups; it has “resiliency”? when there are small 
fluctuations in price due to speedy investor reactions to small changes 
in market conditions. These conditions are more nearly fulfilled in 
the market for Treasury bills and when dealers are assured that the 
Open Market Committee will limit its operations to this sector. 
When the Committee enters the short end of the market with a view 
either to increasing or decreasing bank reserves, it has relatively the 
smallest effect on price changes and on the asset value of investor 
portfolios. On the other hand, if it were to operate directly in the 
long-term bond market, dealers would find the risks of sharp fluctua- 
tions in bond prices much too great. 

Mr. Allan Sproul, President of the Federal Reserve Bank of New 
York and Vice Chairman of the Open Market Committee, agreed 
with his colleagues that the Committee should avoid continuously 
intervening in the market to influence the structure of interest rates 
and thus permit the free market to govern. But he strongly opposed 
adoption of the “bills only”? approach to open-market operations. 
While voting for the March 4 directive to substitute for the ‘‘mainte- 
nance of orderly conditions” the clause “correction of disorderly 
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situations in the market,’ he thought the emphasis should be on the 
“avoidance of disorderly situations rather than their correction after 
they happened.’ ® 


* * * One of the virtues of credit control is supposed to be 
its ability to take prompt action to head off financial disturb- 
ances which might otherwise have harmful repercussions 
throughout the economy. If open-market operations in 
longer term Government securities can be used to this end, 
I would use them rather than wait until a disorderly situation 
or a crisis has developed, and only then depart from opera- 
tions solely in Treasury bills * * *.® 


Mr. Sproul contended that to confine open-market operations to the 
short end of the market was to place monetary management in a 
straitjacket; that there were circumstances when credit policy 
would be more effective if it operated directly in the long-term sector, 
The Federal Reserve Bank of New York questioned the view that it is 
fear of Federal Reserve intervention that produces uncertainty and 
therefore thin markets. 


* * * Clearly it is the appraisals of the outlook for interest 
rates and security prices by dealers and investors, much 
more than any fear (or hope) of intervention by the System 
in the market for particular securities, that determine the 
“depth, breadth, and resiliency” of the market at any given 
time. Fear of adverse trends, or uncertainty as to what the 
trend is likely to be, is the predominant reason for thin mar- 
kets, rather than apprehensions concerning System inter- 
vention in particular sectors to limit price movements * * *.’ 


Mr. Sproul questioned the majority view that operations in very 
short- an securities are transmitted speedily to the longer sectors 
of the market through arbitrage transactions by dealers. For example, 
in a period of business recession when monetary authorities pursue a 
policy of credit ease by increasing bank reserves through purchase of 
Treasury bills, their yields may go down substantially, while long- 
term rates may not be lowered much or soon enough to stimulate 
business investment. If there were direct intervention in the longer 
sector of the market, Federal Reserve credit policy would be more 
effective in achieving its objective of promoting economic stability. 


DEBT MANAGEMENT POLICY: THE TREASURY’S 34s 


At the same time that the Federal Reserve was stressing the im- 
portance of the free market with noninterference by the System, the 
Treasury w 7 even more emphatically expounding the virtues of a free 
market for Government securities and of a debt management policy 
that aimed at refunding the debt into longer maturities. It was 
maintained that stretching out the debt through issuance of long-term 
bonds was essential to curb inflationary pressures. Moreover, bor- 
rowing from nonbank investors rather than from commercial banks 
did not result in an increase in the money supply during a period 
when it was considered important to reduce spending. 


: United States Monetary Policy: Recent Thinking and Experience, cited in footnote 3; p. 225. 
Ibid, p. 225. 
7 Ibid., p. 310. 
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Early in April 1953, the Treasury announced the offering of $1 
billion of 30-year bonds at 3% percent. Although the issue was 
heavily ove srsubscribed, these bonds quickly declined below par even 
before the May 1 issue date. About the same time banks increased 
their prime commercial loan rate from 3 percent to 3% percent. The 
yields on municipal, State, and corporate bonds also advanced sharply. 
In early May, maximum interest rates on FHA-insured and VA- 
guaranteed mortgages were increased from 4% and 4 percent respec- 
tively, to 4% percent. 

The 3% percent bond issue brought forth considerable criticism in 
the Congress and in the editorial pages of influential financial papers 
and weeklies. Criticism was directed not only at the Treasury for 
its decision to launch its program of stretching out the debt at this 
time and for the excessive rate of interest fixed for the issue, but it 
was also directed at the Federal Reserve for continuing its policy of 
monetary restraint. The tight monetary policy was being overdone 
with the consequence that prices of seasoned Government and indus- 
trial bonds were slumping badly and interest rates were climbing 
rapidly along a wide front. Moreover, it had become apparent that 
the Treasury would have to borrow in much greater amounts because 
of the sizable budget deficit that was expected in the latter half of 
the year. Tension in the money market in May increased further 
when the Treasury offered 1-year 25-percent certificates in exchange 
for $5 billion 1%-percent maturing certificates and for $700 million 
of 2-percent bonds. Greater apprehension on the part of lenders as 
to the future of interest rates and fear that the Federal Reserve would 
continue its restrictive credit policy increased investor reluctance to 
commit funds at existing rates. On June 1-2, the Government 
securities market became demoralized, as evidenced by the fact that 
there were practically no bids for United States Treasury securities. 
Only a few days earlier it had also become clear that reception of 
the new 2%s was disappointing. 


THE MIDYEAR SHIFT IN FEDERAL RESERVE POLICY 


In the second week of May, the System began to take some cogni- 
zance of the growing tensions in the money market by supplying re- 
serves to member banks through a moderate amount of open-market 
purchases. But the release of Federal Reserve credit in May was 
inadequate to meet a situation in which there were large private de- 
mands for credit, in part the result of the fear that funds would be 
difficult to obtain later on and would command higher interest rates, 
and increasing demands for funds by the Government. With the 
demoralization of the bond market and the tensions in the financial 
markets generally at the beginning of June, the Federal Reserve began 
to move much more vigorously to ease the financial situation. It 
greatly stepped up purchases of Treasury bills. Between early May 
and early July the System increased its holdings of United States Gov- 
ernment securities by $1.2 billion. And even more aggressive across- 
the-board action was taken when the Federal Reserve Board an- 
nounced on June 24 a reduction of reserve requirements on demand 
deposits from 24 to 22 percent in central Reserve city banks, from 20 to 
19 percent in Reserve city banks, and from 14 to 13 percent in country 
banks, The release of reserves in May and June through open-market 
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operations was accompanied by a sharp decline in borrowings at 
Federal Reserve banks, so that the amount of discounting in June was 
down to one-third the average for the first 4 months “of the year. 
Free reserves which were minus at least $600 million in these months 
became plus $364 million in June. 


TABLE 16.—Gross national product seasonally adjusted at annual rates, 1953-54 


ee of dollars] 


1953 1954 

ae | 7 pee 

I II lit IV Bd Reh Sh ae. 
Gross national product. - ---- x 364.5 | 368.8 | 367.1 | 361.0 | 360.0 | 358.9 | 362.0] 370.8 
Personal consumption expenditures - _ - 230.9 | 233.3 | 234.1 | 282.3 | 233.7 | 236.5 | 238.7 | 243.2 
Durable goods-_- 33. 2 33.4 33. 6 31.2 31.2 32. 2 32. 3 33.9 
Nondurable goods , 118.1 | 118.6 | 117.8 | 117.4 | 117.9 | 118.8 | 119.6 121.0 
ls pSecnccee asi 79. 6 81.2 82.8 83.7 84.6 5.5 86.9 88.3 
Gross private domestic investment - - 52.0] 52.9] 51.1 45.2 46. 6 47.2 48.8 52.3 
New construction. - -- 26.9 | 27.8 27.7 27.9 27.8 | 28.9 30. 2 31.6 
Residential nonfarm --- 13.7 14.0 13.8 13.7 13.7 | 14.7 15. 8 17.0 
Other _ _- 13. 2 13.8 14.0 14.2 14.1 14.2 14.4 14.6 
Producers’ durable equipment_- | 22.5 22.0 | 22.6 21.9 21.4 20.9 20.7 19.9 
Change in business inventories: total 2.5 3.1 .7| —4.6 | —2.6 | —2.7] —2.1 .8 
Nunfarm only - 3.0 4.0 1.5 | —43 | —2.8 | —3.2 |) —2.8 o2 
Net foreign investment : ae ; —2.1 —2.6 | —2.0 | —1.4] —1.0 —.4 —.9 ce 
Government purchases of goods and services_| 83.7 85.2) 83.8; 84.9) 80.8) 75.5) 75.5 74.6 
Federal ivan 59. 2 60.9 58. 9 59. 2 54.2 418.3 47.3 45.9 
National security - 52.1} 53.0!) 51.3 49.8 | 46.6 43.1 41.9 40.6 
Other memos 7.6] 8&3 8.0 9.7 8.0 5.6 5.8 5.6 
Less Government sales _- 5 | 4 4 3 4 4 4 .3 
State and local : cache 24.4 24.3 24.9 25. 7 26.5 27.3 28. 2 28. 7 


Source: Department of Commerce. 


The May shift in Federal Reserve policy from credit restraint to 
credit ease was not due primarily, as is sometimes asserted, to the 
expectation by the monetary authorities that the economy was about 
to slip into a business recession which it was deemed desirable to 
counteract. The measures designed to ease credit were initially under- 
taken rather in response to a critical situation that had been permitted 
to develop in the financial markets—a situation that was eee 
described at the time as reaching nearly panic proportions. As ¢ 
result of the Federal Reserve moving vigorously in June to reverse 
the course of monetary policy, the rise of interest rates came more 
or less to an abrupt halt and the strained condition in the credit 
markets quickly eased. 


THE 1953-54 BUSINESS RECESSION 


Apart from the question as to whether the extensive open-market 
purchases and the lowering of reserve requirements in June were the 
result of Federal Reserve prevision of a change in business conditions, 
there can be little doubt that these actions created a favorable financial 
environment for meeting the problems of economic readjustment in 
the period immediately ahead. For it was only a matter of weeks 
after the system moved aggressively to ease credit conditions that the 
general level of business activity began to move downward. The 
index of industrial production dropped from a peak of 137 in July to 
123 in March 1954 and more or less remained at this level through 
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August. The gross national product declined from an annual rate 
of $368.8 billion in the second quarter of 1953 to $360 billion in the 
first quarter of 1954. 


TABLE 17.—Disposition of disposable personal income, 1958-54 
[Seasonally adjusted quarterly totals at annual rates] 


ae of on 


| 





Personal | Saving as 

| Disposable | consumption | Personal | percent of 

Period | persenal | expendi- | saving | disposable 

income | tures | personal 

| | | income 

1953—Ist quarter. ..-.-.-.- 250. 0 | 230.9 | 19.0 7.6 
2d quarter-...-- 252. 8 | 233. 3 | 19. 6 7.8 
3d quarter....- ‘ ; 253. 8 | 234. 1 19.7 | 7.8 
4th quarter-....-- ; cies 253. 8 | 232.3 | 21.6 | 8.5 
1954—Ist quarter. : 254. 6 233. 7 21.0 8.2 
2d quarter. -.... ‘ 254. 8 236. 5 18.3 | <2 
3d quarter_....- 256.8 | 238.7 18.0 | 7.0 
4th quarter-__-- 260. 9 243. 2 17.7 | 6.8 


Source: Department of Commerce. 


How much of an influence did the restrictive monetary policy and 
the tight money market have in bringing on the recession? There is 
little doubt that in the spring months builders found it more difficult 
to secure funds for construction, and it was also the case that the peak 
of housing starts was reached in April and moved downward during 
the remainder of the year. There was also some evidence of post- 
ponement of other capital ventures because of unfavorable credit 
conditions. To some extent, then, the tight money policy was an 
influence contributing to a slackening in economic activity but its 
effect in no way compares with the impact of two other factors that 
were of major importance in the business recession. The first, and 
initial factor, was business inventory adjustments, and the second was 
the cutback in defense contracts. 

Businessmen were adding to their inventories at an annual rate of 
$3.1 billion in the second quarter of 1953, and at the very moderate 
rate of $@.7 billion in the third quarter; by the fourth quarter of the 
year they were reducing their inventories at a rate of $4.6 billion. 
National security expenditures, which were at an annual rate of 
$53 billion in the second quarter—the peak of such expenditures since 
the beginning of the Korean war—dropped to $49.8 billion in the 
fourth quarter and moved downward re 1954 to a rate of 
$40.6 billion in the last quarter of the yes The tight money policy 
can hardly be said to have conteiieied: te the reduction either of 
investment in inventories or of defense expenditures. The liquidation 
of inventories occurred because production and sales had fallen out of 
balance, especially in the consumer durable goods sector, and because 
of curtailment of the defense program. 
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TABLE 18. 


[ Millions of dollars] 


Total out- | Automobile Other con- 





End of month | standing | paper ! | Sumer goods | 
paper ! 
1053—January................-- 7, 899 6,145 
OS ne 8, 093 6, 070 
March. 8, 397 6, 100 
a aR 8, 693 6, 124 
May...- 8, 996 6, 200 
June. 9, 241 6, 287 
a a 9, 514 | 6, 337 
August... 9, 677 | 6, 369 
September ae ee 9, 772 6, 379 | 
October__-_.- salam | 9, 875 6, 422 
November a somes 22, 9, 898 | 6, 485 
December... -__-_- Sissies 23, 9, 835 6, 779 
1954—January..............--- 22 9, 650 6, 622 
February 22, 9, 497 | 6, 490 
March... 22, 9, 403 6, 331 
BOOT ccc ccc 22 | 9, 416 | 6, 296 
cin aiete 22 | 9, 459 6, 256 
PRS = ee 22 9, 604 6, 261 
Pvc daseucewe 22 9, 722 6, 234 
August ies 22, 9, 769 6, 214 
September. 22, 9, 781 | 6, 218 
October 22, 9, 768 6, 280 
November... 22, 9, 720 6, 377 
December. _.....-- sete 23, 9, 809 6, 751 
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Installment credit, 1953-54 


Repair and Personal 
moderniza- | loans 
tion loans 2 
4, 162 
4,176 
4, 261 


4, 322 
7, 629 
7, 565 
7, 371 
7, 402 
7, 466 
5 | 7, 588 
7,618 
8, 238 
7, 688 
7, 283 


7, 152 





, 571 
th 


,o4od | 7, 402 
, 594 | 7, 633 
, 596 7, 699 
, 604 7, 634 
| , 615 7, 587 
, 622 | 7, 676 
, 628 7, 834 
, 626 | 8, 000 
, 616 | 8, 724 


! Represents all consumer installment credit extended for the purpose of purchasing automobiles and other 


consumer goods, whether held by retail outlets or financial institutions. 


Includes credit on purchases by 


individuals of automobiles or other consumer goods that may be used in part for business. 
2 Represents repair and modernization loans held by financial institutions; holdings of retail outlets are 


included in other consumer goods paper. 


Source: Board of Governors of the Federal Reserve System. 


From the second to the fourth quarter of 1953, 
billion a 


tures for durable goods declined by $2.2 


consumer expendi- 
nd for nondurables 


$1.2 billion, while expenditures for services rose by $2.5 billion. 
During the same period, personal saving as a percent of disposable 





TaBLE 19.—Member bank reserves and related items, 1953-54 
[Averages of daily figures, millions of dollars} 
Federal Gold Currency Total Required 
Period reserve stock in circu- reserves reserves 
credit lation 
1053—January................<. 23, 101 20, 920 20, 251 
February 22, 797 29, 718 19, 882 
March 22, 606 29, 752 19, 828 
April ‘ 29, 782 19, 472 
May 29, 870 19, 306 
June 30, 012 19, 499 
July- 30, 165 18, 868 
August 30, 167 18, 882 
September 2, 30, 328 18, 834 
October 22, 30, 366 18, 784 
Noven 22, 30, 555 19, 034 
Dece 22, 30, 968 19, 227 
1954—Janu 22,015 30, 282 19, 243 
Fel 21, 957 29, 90S 18, 925 
Marcel 21, 963 20, 800 18, 881 
April 21, 966 9, 755 18, 627 
May 21, 971 29, 773 18, 817 
June Sed hese a 21, 927 29, 856 18, 813 
eee Sea iol 21, 926 29, 968 18, 329 
August 21, 871 29, S96 17, 638 
September. 21, 809 29, 991 17, 628 
October... .- 21, 787 30, 078 18, 173 
November A , 776 21, 724 30, 287 18, 393 
RI so ire 26, 317 21, 711 30, 749 18, 576 


Source: Board of Governors of the Federal Reserve System. 








FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 33 


income rose from 7.8 to 8.5 percent. In the first quarter of 1954 
consumer expenditures for commodities continued at the reduced 
level of the previous quarter, while national security expenditures 
dropped by more than $3 billion. By March 1954 the index of indus- 
trial production declined 10 percent from its July 1953 peak and nearly 
6 percent of the civilian labor force was unemployed in March as 
compared with 3 percent a year earlier. Despite these and other 
deflationary pressures which have been known to exert a cumulative 
downward push on the economy, the gross national product reached its 
low in the second quarter, advanced moderately in the third, and rose 
sharply in the last quarter of the year. 


TABLE 20.—Member bank excess reserves, borrowings, and free reserves, 1953-54 


{Averages of daily figures, millions of dollars] 


| 


| Borrowings | 








| 
Period | Excess at Federal Free 
reserves Reserve reserves 
j banks 
SORS JOINT 5 ocacesccucedocsnce al ated aie tet a tate ia i 707 | 1, 347 | —640 
MOINS p52 ceca cnc tees oan ch dea clea 638 | 1, 310 | —672 
sca ieen tide i csi ei Sie etainiamee 588 | 1, 202 | —614 
April; .... cise iobaalacds peta aia ia ae eee elds | 535 | 1, 166 | —631 
May ae i Saiki BA SAS ERS ES 591 944 —353 
PE icin nina tatavewes Denctitek aac leads me | 787 423 364 
PE ete ce aake Lisi aincapilaeneekeenudimeenaaten 784 418 | 366 
DIRS 6 sense caniseconssestunbenccadusedmaGineunusegel 643 650 | —7 
September--.-_..-- sai alpine peidididenio ean 718 468 | 250 
Ser See ee Se 752 363 | 389 
POV scciicdndadaddesestadeahbhinan indewbihe 684 | 487 | 197 
December swe onath eit aeoae 693 441 252 
1954—January- .---- a Soatennl tact ameaee 936 100 836 
February -...... ieiktedanane siet aoa 632 293 339 
ea cates 7 a nile asaiaaeacetnen 692 189 503 
ADS oe sae cama ee 765 139 | 626 
NN oe ee sg ccaegencds as a 716 155 | 561 
ne ee maintinttigde ethic harass 858 146 | 712 
Pt sa ches Sekciueninceieadiienad ee ikke il 836 66 770 
August. -- ; hates iimina tis , Seca 839 | 115 724 
September aan ; Samed caine 775 67 | 708 
October : iceecasdem Ghinteaesetitdiuinnlia 720 82 638 
November - eee fe ee ee os re R14 164 650 
December... .- ; (dias diver 704 246 | 458 





Source: Board of Governors of the Federal Reserve System, 


There were various influences originating in the private and the 
governmental sectors of the economy that contributed to the relative 
mildness of the 1953-54 business recession. In the private sector 
there were such favorable factors as the maintenance of consumer 
— nding at a high level. After dropping at the annual rate of nearly 

$2 billion in the fourth quarter of 1953, personal consumption expendi- 
tures rose at an annual rate of $1.4 billion in the first quarter of 1954, 
$3 billion in each of the next 2 quarters, and $4.5 billion in the last 
quarter. Personal saving, which was at its highest in the last 3 months 
of 1953 and in the first 3 months of 1954, droppe od substantially during 
the remainder of the year with a fourth-quarter level that was $4 
billion less than the pe ‘ak reached a year earlier. Another factor in 
the private economy that exerted a stabilizing influence and hastened 
business recovery was the pace of residential construction which 
stepped up with each succeeding quarter of 1954. Both the reduction 
of the personal income tax that became effective in January 1954 and 
the decision of consumers to maintain a lower rate of saving contrib- 
uted to the rise in consumer expenditures. Apart from the offsetting 
effect of the “automatic stabilizers,’ such as unemployment insurance 
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and the decline in taxpayments, there was also the favorable influence 
of the rise in State and local government expenditures all through the 
period of contraction. In addition to these and other factors of a 
contracyclical nature that might have been listed, there was the 
significant contribution of the monetary factor. Let us now turn to 
the role which credit policy played during this period. 


TaBLE 21.—Deposits and currency, 1958-54 


[Billions of dollars] 


Deposits and currency 


Demand deposits and currency 
End of period 


Time 
Total ! Demand Currency | deposits § 
Total deposits outside 
adjusted 2 banks 

1953—January-.-.--- aio caiedatte nits 193. 3 127.3 100. 5 26.8 66. 1 
February--- RE ANA ERE oa 191. 6 125. 2 98.3 26.9 66. 4 
SAME SS cd sncce ; sie 191.0 124.3 97. 4 26.9 66.8 
April. s eerie a 192. 2 125. 0 98. 0 27.0 67.2 
May ae ; mt 192. 1 124. { 97.5 27.0 67.6 
SS ee : an 192. 6 124.3 96.9 27.4 68.3 
PUT .0c se . ; bd 193. 0 124. 6 97.4 27.2 68.4 
August E ‘ ‘ 193. 4 124.8 97. 5 27.3 68. 7 
September. - ; 194. 3 125. 2 97.7 27.5 69.1 
October - - -. ; ‘ ‘i es 197.3 127.7 100. 3 27.4 | 69. 6 
November--_-- akare a 197.4 128. 1 100. 2 27.9 69.3 
December ane ‘ ped 200.9 130. 5 102. 5 28. 1 70. 4 
1954—January - -- acetal nae 199.8 129. 2 102. 3 26.9 70.6 
February . aie ‘ 197. 4 126, 5 99. 6 26.9 71.0 
March : : ‘ 195. 2 123. 6 96. 7 26.9 71.7 
April__.-- siowegit = 197.3 125.3 98. 6 26.7 72.0 
May . — = 198. 0 125. 5 98. 7 26.8 72.5 
June 198. 5 125. 2 98. 1 27.1 73.3 
July = 200. 4 126.8 100.0 26.8 73.7 
August 200.3 126. 3 99. 4 26.9 74.0 
September- - : sae 202. 5 128. 1 101. 2 26.9 74.4 
October z e 204. 7 130. 0 103. 1 26. 9 74.8 
November ‘ wai 205. 8 131. 5 104. 0 27.5 74.3 
December 209. 7 134. 4 106. 6 27.9 75.3 


1 Includes holdings of State and local governments, but excludes U. 8. Government deposits. 

2 Includes demand deposits, other than interbank and U. 8. Government, |! cash items in process of 
collection. 

3 Includes deposits in commercial banks, mutual savings banks, and Postal Savings System, but 
excludes interbank deposits. 


Source: Board of Governors of the Federal Reserve System. 
THE POLICY OF CREDIT EASE 


We have seen that the Federal Reserve authorities shifted from a 
policy of restraint to credit ease shortly before the general business 
contraction had begun and that this change was not initiated as an 
antirecession move.’ Nevertheless, in increasing their holdings of 
Government securities by $1 billion between May and July and then 
lowering reserve requirements in July, commercial banks entered the 
recession without the fears of uncertainty about Federal Reserve policy 
that seemed to be created by official pronouncements of a noninter- 
ventionist philosophy of the free market. The actions taken by the 
Federal Reserve also had the immediate tangible effect of greatly 
reducing member bank borrowing so that by January 1954 all mem- 


’ The 1953 Annual Report of the Board of Governors of the Federal Reserve System records only 2 meet- 
ings of the Open Market Committee during the first half of the year, March 4-5 and June 11. It was at the 
June meeting that the credit policy directive was changed from ‘exercising restraint upon inflationary 
developments” to “avoiding deflationary tendencies without encouraging a renewal of inflationary develop- 
ments.” 
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ber bank indebtedness at the Reserve banks was virtually eliminated— 
a condition that continued during most of the year. ‘This was accom- 
panied by a sharp decline in interest rates until at least mid-1954. 


TaBLe 22.—Loans and investments of all commercial banks, 1958-54 


[Billions of dollars] 














| Loans Investments 
| Total | td a : oe 
End of period ! | loans and 
invest- | Business U.S. Gov-| Other 
ments Total ? loans 3 Total ernment securi- 
obligations ‘| ties 
| | 

1953—January 140.8 63.9 | 27.5 77.0 | 62.8 14.2 
February ; 140. 1 64.1 | 27. 4 76.0 61.9 | 14. 1 
March.. ; : 140.0 | 65. 2 27.9 74.8 | 60.5 | 14.3 
A pril 138. 5 65.3 27.8 73.3 58.9 14.4 
May 138. 1 65. 4 27.6 72. 7 58.3 | 14.4 
June 138. 0 65. 0 27.4 72.9 58. 6 14.3 
July 143. 2 65.6 | 27.5 77.5 | 63.2 | 14.3 
August 143. 1 66.0 | 27.7 ee 62.6 | 14.5 
Septem ber 143. 0 66. 3 27.9 | 76.7 62.2 | 14.5 
October 144.0 | 67.1 27.9 | 76.8 | 62.3 14.5 
November 145. 5 | 67.3 | 27.8 78.3 63. 7 14.6 
Decem ber 145. 7 67.6 | 27.2 | 78. 1 63. 4 | 14.7 
1954—January 145.3 66.5 26. 6 78.9 64.2 | 14.7 
February 144.9 | 66.9 26. 4 | 78.0 63.0 | 15.0 
March... 142.8 67.1 26.7 75.8 60.7 | 15.1 
April 144. 1 66.8 26. 2 77.3 62.1 15.2 
May. 145. 7 67.1 26.0 78. 6 63. 3 15.3 
June 146. 4 67.3 26.1 79.0 63.5 | 15.5 
July 147.3 67.3 25.8 80. 0 64.3 15. 7 
August 149. 5 66. 5 25.8 83.0 67.3 15. 7 
September 150. 6 67.3 26. 1 83.3 67.3 16.0 

October 154.0 67.7 26. 2 86.3 70. 2 16. 
November... 155.7 69.5 26. 6 86.3 70.1 16, 2 
December - 155. 9 70.6 26.9 85.3 69.0 16.3 


! June and December figures are for call dates. Other data are for the last Wednesday of the month. 
2 Data are shown net, i. e., after deduction of valuation reserves. Includes commercial and industrial, 
iwricultural, security, real estate, bank, consumer, and other loans 
Data are shown gross of valuation reserves. For months other than June and December data are esti- 
mated on the basis of reported data for all insured commercial banks and for weekly reporting member 
banks 


4 Figures are based on book values and relate only to banks within the continental United States. 


Source: Board of Governors of the Federal Reserve System. 


In pursuing a policy of active ease after mid-1953, all three major 
instrumentalities of Federal Reserve credit policy were employed to fa- 
cilitate economic recovery—open-market operations, the discount rate 
and reserve requirements. Between July and December 1953, there 
was an additional increase of nearly $700 million in Federal Reserve 
holdings of Government securities. At the beginning of February 
1954 the discount rate was lowered from 2 percent to 1% percent and 

April-May the rate was lowered to 1% percent. In June-July, re- 
serve requirements against demand deposits were reduced 2 percentage 
points at central Reserve cities; in a | percentage point at Reserve 
city banks and a similar reduction in August at country banks; there 
was also a reduction in June of 1 “ aaa ize point on time deposits 
at member banks. These reductions released approximately $1.6 
billion of reserves. Since member banks were supplied with more 
reserves than were needed at the time, the freed reserves were offset 
in part by a reduction in Federal Reserve holdings of Government 
securities of about $1 billion during the next 2 months. However, for 
the remainder of the year, open-market purchases of nearly $1 billion 
provided the banks with additional reserves for credit and monetary 
expansion. The progressive easing of the reserve position of member 


H. Rept. 2500, 85-2——4 
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banks is evidenced by the fact that their free reserves averaged $279 
million in the fourth quarter of 1953, $559 million in the first quarter 
of 1954, $633 million in the second and $734 million in the third 
quarter. 

The policy of active ease resulted in a marked decline in interest 
rates. The average rate on Treasury bills dropped from a peak of 
2.23 percent in June 1953 to a low of 0.65 percent in June 1954. The 
rate on prime commercial paper fell from its peak of 2.75 percent in 
1953 to 1.33 percent in August 1954 and remained at this level for 
the rest of the year. In contrast to these sharp declines was the slug- 
gish movement of the average rate on short-term bank loans to business 
firms. Customer loan rates moved from a peak of 3.76 percent in 
December 1953 to 3.60 percent in June 1954 and to 3.55 percent at 
the end of the year. 
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In the long-term sector . the market, the yield on the 3-percent 
Treasury bond issued M: ay 1, 1953, dropped to 2.6 percent in August 
1954. High-grade munic foal bonds moved downward from 2.99 per- 
cent in June 1953 to a low of 2.23 percent in August 1954, and Moody’s 
Aaa corporate bonds declined from 3.40 percent in June 1953 to a low 
of 2.85 percent in May 1954. Apparently, in this period at least, 
proponents of the view that Federal Reserve credit policy should con- 
centrate on the short-term sector of the market and that its influence 
would soon be felt in the long-term sector can point to the decline of 
yields on long-term securities in the 1953-54 period as supporting their 
position. It should be noted, however, that from high to low, the 
percentage decline of yields in the long-term sector was generally less 
than half the decline in the short-term sector. Relatively smaller 
fluctuations of yields in long-term as compared to short-term markets 
has characterized other pe riods when interest rates moved downward 
during business contractions. 


BANK LOANS AND INVESTMENTS 


Both the decline in business activity and the more ample bank re- 
serves resulting from the easier Federal Reserve credit policy caused 
commercial banks to turn to the purchase of Government securities. 
In the last 6 months of 1953 they acquired $4.8 billion, in contrast to 
the sale of $4.7 billion in the first half of the year when they were 
under pressure to meet credit demands. Their holdings of Govern- 
ment securities changed little in the first half of 1954 but during the 
last half increased by $5.5 billion. The United States Government 
obligations of over $10 illien acquired since mid-1953 were partly 
from purchases of new Treasury securities and partly from nonbank 
holders. Thus, these acquisitions by the commercial banks provided 
funds to other financial institutions facilitating their expansion of 
loans for investment activity. This was especially the case with 
mortgage credit for housing, an area that contributed substantially 
to the mildness of the 1953-54 recession. Moreover, the absorption 
by commercial banks of Federal securities, especially during the second 
half of 1954, resulted in a sharp rise in demand de ‘posits. 

Another category of commercial bank investment which was a 
stimulus to recovery was the $2 billion increase in the holdings of 
“other securities,’’ mainly State and local, between mid-1953 and the 
end of 1954. The long-term borrowing by State and local govern- 
ments was largely for construction of highways, schools, and other 
community facilities. 

Total commercial bank loans in the second half of 1953 increased 
less than in any corresponding 6-month period since 1950. During 
the next 9 months they remained lower than at the end of 1953, but 
in the last quarter of 1954 they expanded by over $3 billion. Two 
categories of loans showed a marked rise in 1954 and played a signifi- 
cant role in investment activity; namely, loans on real estate and for 
purchasing and carrying securities to brokers and dealers and to others. 
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TABLE 24.— Mortgage debt outstanding, by type of property and of financing, 1950-57 
[Billions of dollars] 








| Nonfarm properties 
| 
1- to 4-family houses | 
All a a oe ee Oe eS ___| Multi- Farm 
Period prop- | | family prop- 
erties Government underwritten | and | erties 
Total Re a5 FO | commer- | 
| | | | | Conven- | cial 
| Total | | FHA | VA _ | tional | prop- 
| | | Total | insured | guaran- | erties 
| teed | 
| | | | } 
1950—March...- em ee ee 7.3 | 8.3} 23.4] pahhadeciiibine 
June- seis ae crate CAN Sect k 41.0] 16.5 7.6 | 8.9 6B iisvcccscexs eee 
September.-|___- 43.3| 17.6 8.2 | 9.4 | 25.7 | eee 
December 72.8 66. 7 45, 2 18.9 8.6 | 10.3 26.3 | 21.6 6.1 
1951— March...- 75.0 69. 1 46.9 20.0 | 8.9 | 11.1 26.9 | 22.2 6.0 
June_. a 77.8 71.6 48. 7 21.0 9.2 11.8 27.7 | 23.0 | 6.2 
September 79.9 73. 6 50.4 | 22.0 9.5 12. 5 28.4 | 23.3 | 6.3 
December 82.3 75. 6 51.9 22.9 9.7 13. 2 29.0 23.9 6.7 
1952—March.....- 84.1 77 53.3 23. 5 9.9 | 13.6 29.7 | 24.1 6.7 
June ied 86.4 | 79.5] 55.1 24.0 10.1 | 13.9 30.8 | 24. 4 | 7.0 
September__| 88.9] 81.8] 657.0 24.7 10. 4 | 14.3 31.7 | 24.9 | 7.1 
December_-| 91.1 84.0] 587 25. 4 | 10.8 | 14.6 33.1 | 25.3 | 7.1 
1953—March...... 93.4 | 86.0 60.3 26. 1 11.1 15.0 34. 2 25.7 | 7.3 
June 96.1} 886] 624) 26.7 11.4 15.3 35.7 | 26. 2 | 7.5 
September__| 98.7 91.1| 64.3 27.5 11.7 15.8 36. 8 | 26. 7 7.6 
December 101.3 93. 6 66. 1 28.1} 12.0 16.1 38.0 | 27.5 7.8 
1954— March | 103.1 95.3 67.6 28.8 12,2 16. 6 38. 8 27.7 7.8 
June | 106, 2 98. 2 69.9} 29.7 12.4 7.3 40. 2 | 28. 8.0 
September__| 109.7 101. 6 | 72.6 | 30.7 | 12.6 18. 1 41.9 | 29.0 8.1 
December 113. 8 105, 5 75. 7 32. 1 12.8 | 19.3 43. 6 29. 8 | 8.3 
1955— March |} 117.2} 108.8 78. 5 33. 5 13. 2 20.3 | 45.0 | 30.3 8.4 
June 121.8 113. 2 82, 2 35.3 13. 5 21.8 46.9 | 31.0 | 8.7 
September 126. 1 117. 2 | 85. 5 37.0 | 13.9 23.1 | 48.5 31. 8 | 8.8 
December 130.0 | 120.9 88, 2 38. 9 14.3 24.6 49.3 | 32.7 9.1 
1956— March 133.6 | 124.2 90.8 | 40.2 14.7 25. 5 50. 6 | 33.4 | 9.4 
June . 137. 6 128. 0 93.7 | 41.3 15.0 26.3 | §2. 4 34.3 | 9.6 
September 141.4 131. 6 96. 6 | 2.4 15.2 27.3 | 54.1 | 35. 1 9.8 
December__| 144.8 134. 9 99, 1 43.9 15.5 28. 4 | 55.1 35. 8 9.9 
1957— March ! 147.2 137. 1 101. 1 45.1 15. 7 29. 4 55. 9 36. 1 10. 1 
June! 150. 2 129.9 103. 3 45.9 | 5.9 30.0 57.4 | 36. 6 | 10.3 
September ! 153. 4 143. 0 105.6 | 46.5 16. 1 30. 4 | 59. 1 37.4 10. 4 
December ! 156. 3 145.8 107. 6 | 47.2 | 16. 5 30. 7 60. 4 38. 2 | 10. 5 


1 Preliminary. 


Source: Board of Governors of the Federal Reserve System. 


Real estate loans rose by $1.7 billion, more than one-half the rise 
of total bank loans in 1954. This was in response to the expansion 
in housing construction which started its upward climb in the fall of 
1953 and accelerated its pace during the following year. There is 
little doubt that the easy money policy was a major factor in the 1954 
housing boom. Both the greater availability of credit and the more 
liberal financing terms on FHA and VA mortgages spurred builders 
to increase the volume of home building. From September 1953 to 
December 1954 the total mortgage debt outstanding on nonfarm 1- to 
4-family houses increased by $11.4 billion—a rise that was made 
possible by the adequacy of funds for mortgage investment by insur- 
ance companies, mutual savings banks, savings and loan associations, 
as well as by commercial banks. 

The second largest 1954 increase in bank loans—nearly $1 billion— 
was for the purchase and carrying of securities. The expansion in the 
volume of stock market credit accompanied as well as stimulated 
increased stock market activity. Common stock prices began to rise 
in September 1953 and continued their uninterrupted upward course 
until January 1955—an increase of 50 percent with the most rapid 
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rise in the later months of 1954. The ample supply of bank credit 
spilled over into the stock market so that credit for trading showed 
the greatest increase during any of the postwar years. The buoyancy 
of the stock market, even while business activity was moving down- 
ward, was regarded by the investing public as indicating that the 
business recession would be mild and of short duration. 


TABLE 25.—Annual rate of turnover of demand deposits,’ 1953-64 


[Ratio of debits to deposits] 





| New 6 other | 338 other New 6 other | 338 other 
Period | York centers ? | reporting || Period York centers 2 | reporting 
City | centers City | centers 

1953—January 34.3 23.9 18.4 1954—January : 42.7 24.1 | 18.6 
February -__-_- 35. 1 24.4 18.9 February 42.7 25. 5 19. 2 
March.....-.. 37.1 28.7 19.4 March 44.6 29. 2 | 19.7 
April ; 35. 4 26. 7 18.4 April ‘i 41.3 27.6 18.8 
a 35. 6 26, 2 18.8 May eee 41.9 25. 5 18.8 
POE cc nccnn 38. 9 26. 5 19.2 June ar 44.2 26.8 19. 7 
Re ae cecaks 36.0 25.7 19.2 July ea 41.6 24.9 18.8 
August . 32, 2 23. 6 17.8 August ; 40.0 24.8 18.5 
September- -. 40.2 | 25.9 | 19.3 September 40. 4 25. 3 19.4 
October a 35.8 23.9 | 18. 4 October ; 39.3 23. 6 18. 6 
November-_.--| 38. 4 26.4 | 20. 2 November 42.2 26.3 | 20. 7 
December - - - 43.1 26.8 | 19.7 December - - . 48.1 28. 1 21.0 


1 Does not include interbank and U. 8. Government deposits and is given without seasonal adjustment. 
2 Boston, Philadelphia, Chicago, De troit, San Francisco, Los Angeles 


Source: Board of Governors of the Federal Reserve System. 


Our review of economic and financial developments since mid-1953 
indicates that Federal Reserve credit policy contributed substantially 
to moderating the recession and supporting economic recovery. The 
shift to a policy of active ease played an important part in making 
credit more available and in lowering its cost. With more ample 
reserves and greater liquidity banks sought out new business more 
aggressively and greatly expanded their investment portfolios. The 
chief beneficiary was the construction industry—especially housing, 
commercial and public works construction. Toward the end of 1954 
even credit for the consumer durable goods industry, which had 
declined during the first half of 1954, began to move up sharply. 

Monetary policy would not have been so powerful an influence in 
recovery if the level of consumer spending had not remained so high 
and if other antirecession measures had not been undertaken promptly 
by the Federal Government. It has been said that monetary policy 
was too liberal in this period and created difficult problems after the 
business upswing in the fall of 1954 gathered much greater momentum 
in the following year. This and related questions concerning the role 
of monetary policy in economic stabilization are discussed in the next 
chapter. 
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Cuaptrer III. Feprrat Reserve Pouicy, 1955-57 


THE KEY IMPORTANCE OF 1955 IN RECENT ECONOMIC AND FINANCIAL 
DEVELOPMENTS 


For understanding the character of the business expansion from the 
fall of 1954 to the summer of 1957 and of the role of monetary policy in 
these developments, no single year is so illuminating as 1955. It was 
in this year that the e xpansion ‘assumed its most rapid rate of increase 
and the amount of private indebtedness rose at a record rate. The 
acceleration in the pace of production and in the volume of credit 
posed a series of problems for the monetary authorities that are central 
in any consideration of the role of monetary policy in economic 
stabilization. 

The rapidity of the expansion in economic activity in 1955 is indi- 
cated by the index of industrial production which moved from a low 
of 123 in August 1954, to 130 in December and advanced to 144 by 
December 1955. Only during 1 month of 1956 and 1 month of 1957 
did the index generally exceed the December 1955 level by 2 points. 
The gross national product increased by nearly $35 billion in 1955, 
$22 billion in 1956, and $15 billion in the first 9 months of 1957. 


- wy 
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TABLE 26.—IJ ndezes of industrial production, wholesale and consumer prices, 1955-5 


[1947-49= 100] 


| | | | 
Indus- | Whole- | Con- | Indus- | Whole- Con- 
Month trial sale | sumer Month trial sale sumer 
produc- | prices prices | | produc- prices prices 
tion! | 1 | tion! | 

1955—January 132 110.1 | 114.3 || 1956—July-.__-- . 136 114.0 117.0 
February 133 | 110, 4 | 114.3 August_. al 143 114.7 116.8 
March 135 | 110.0 | 114.3 September. 144 115.5 117.1 
April | 136 110. 5 | 114.2 October-_._.-- | 146 115. 6 117.7 

May 138 | 109. 9 114, 2 November. --| 146 115.9 117.8 

June | 139} 110.3 | 114. 4 December. 147 116.3 118.0 
July... 139 | 110.5 114.7 || 1957—January- - - -- 146 116.9 118.2 
August ' 140 | 110.9 114. 5 || February -- 146 117.0 118.7 
Septem ber. 142 | 111.7 114.9 | March.....-..| 145 116.9 118.9 
October... 143 111.6 114.9 | We 143 117.2 119.3 
November | 143 | 111.2 | 115.0 Yl a 143 117.1 119. 6 
December - -.| 144 | 111.3 | 114.7 | tua. enti -| 144 117.4 120, 2 
1956—January - -.-- 143 | 111.9 | 114.6 EEE 144 118. 2 120. 8 
February. -- 143 | 112. 4 | 114.6 August-- --- 145 118. 4 121.0 
March. 141] 112.8] 114.7 | September.__| 144 118. 0 121.1 
April. _......] 143 | 113.6 | 114.9 | October... --| 141 117.8 121.1 
DOR asis won oc! 141 114. 4 | 115. 4 | November. --| 139 118. 1 121. 6 
June 141] 114.2 | 116. 2 | December- - -| 135 118. 5 121.6 

| 


| 
| 
| 
| 
| 
| 
| 
| 
i 


1 Seasonally adjusted. 


Source: Board of Governors of the Federal Reserve System and U. S. Department of Labor. 


The main impetus to the speedy pace of the economic recovery after 
the summer of 1954 came from residential construction and auto- 
mobile production. Between the third quarter of 1954 and the first 
quarter of 1955 disposable personal income rose at an annual rate of 
$7 billion, while consumption expenditures increased at the rate of 
$10.7 billion. Personal saving as a percent of disposable income fell 
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from 7.0 to 5.5 percent. During this 6-month period consumer ex- 
penditures for durable goods rose by $5.9 billion. Expenditures on 
nonfarm residential construction, which began to rise in the second 
quarter of 1954, advanced to a level that was $4.2 billion higher by the 
second quarter of 1955. Thus, the consumer played a powerful role 
in the speed of business recovery. The liberality of credit terms and 
the rise in the volume of credit for the purchase of homes and auto- 
mobiles were also powerful influences in the economic expansion. The 
mortgage debt on 1- to 4-family houses, which had risen by $9.6 
billion in 1954, increased by $12.5 billion in 1955. Consumer install- 
ment credit rose by about $5.5 billion during 1955. 


TABLE 27.—Gross national product, seasonally adjusted at annual rates, 1955-57 


[Billions of dollars] 


| - 
| 1955 | 1956 1957 


| ta pari wt |e | a} wi) ft ) et) fav 


Gross national 


product__...-- .|384. 3 |393.0 |403.4 408.9 |410.8 |414.9 (420.5 430.5 |436.3 )441.2 |445.6 | 438.9 
Personal consumption ex- 
penditures 249.4 |254.3 |260.9 (263.3 (265.2 |267.2 |269.7 (275.4 |279.8 |282.5 |288.3 | 287.2 
Durable goods .-| 38.2 | 39.1 | 41.4 | 39.8 | 38.7 | 37.8 | 37.5 | 39.5 | 40.2 | 39.5 | 40.4 39.6 
Nondurable goods 121. 2 [123.7 |126.1 [128.1 (129.6 |130.9 (131.6 |133.4 (135.5 |137.1 [140.5 | 138.8 
Services shail “ 90.0 | 91.6 | 93.4 | 95.3 | 96.9 | 98.6 |100.6 |102.5 |104.1 |105.9 |107.4 | 108.7 
Gross private domestic in- 
vestment ma 58.8 | 63.1 | 65.4 | 67.6 | 68.0 | 67.7 | 68.1 | 68.8 | 65.9 | 67.0 | 66.7 61.5 
New construction 33.9 | 34.9 | 35.4 | 35.4 | 35.2 | 35.8 | 35.8 | 36.2 | 36.1 | 36.1 | 36.6 37.1 
Residential non- 
formi...... 18.5 | 18.9 | 18.9 | 18.4 17.8 | 17.7 | 17.6 | 17.7 | 17.2 | 16.5 | 16.9 17.6 
Other 15. 4 16.0 | 16.5 | 17.0 | 17.4 | 18.1 18.3 | 18.4 | 18.9 | 19.6 | 19.7 19. 6 
Producers’ durable 
equipment..-_- 20.5 | 22.1 | 24.4 25.4) 25.9 | 26.6 | 27.3 | 28.2 | 28.7 | 28.1 | 28.0 26. 7 
Change in business 
inventories: total_. 4.4 6.1 5.7 6.7 6.9 5.4 4.9 4.4 1.1 2.9 2.2 | —2.3 
Nonfarm only__..| 3.8 §.7 5.5 6.7 7.4 6. 2 5.3 4.6 .6 2.0 13 | -—3.1 
Net foreign investment —.5| —.8 -1| —.5 | —.5 1.3 2.0 2.8 4,2 4.2 3. 6 1.9 
Government purchases of 
goods and services_---_-_- 76.5 | 76.4 | 77.0 | 78.5 | 78.1 | 78.7 | 80.8 | 83.4 | 86.4 | 87.5 | 87.0 88.3 
Federal -| 47.0 | 46.2 | 46.5 | 47 46.1 | 46.0 | 47.4 | 49.1 0.5 | 51.5 | 50.9 0. 5 
National security. 41.9 | 41.1 41.0 | 41.2 | 41.2 | 41.4 | 43.0 | 44.5 | 45.8 | 47.4 | 46.9 46.0 
Other_.__- 5.5 5. 6 5 & 6.8 . 4 5.0 4.7 5.0 5.1 4.5 4.5 5. 0 
Less Government 
Mei css 4 $ .4 .4 .4 4 4 .4 .4 .4 5 5 
State and local___-. 29.5 | 30.2 | 30.5 | 31.0 | 32.0 | 32.7 | 33.4 | 34.4 | 35.9 | 36.0 | 36.1 37.8 


Source: Den artment of Commerce. 


The continuous business upswing in 1955 was associated with an 
increasing accumulation of inventories, from an annual rate of less than 
$1 billion in the last 3 months of 1954 to $6.7 billion in the last 3 months 
of 1955. Another major stimulus to the 1955 expansion was the rise 
of business investment in plant and equipment, beginning in the 
second quarter and accelerating in the latter half of the year. Toa 
considerable extent the sharp rise in business investment was induced 
by the upsurge in consumer demand for durable goods and housing. 

The marked expansion of business activity in 1955 was accompanied 
by very little rise either in the index of wholesale prices or the index 
of consumer prices. While industrial prices in wholesale markets rose 
3% percent in the second half of 1955, this rise was largely offset by 
the decline in farm prices. If the increasing exuberance of the 
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economy since the fall of 1954 was not reflected in the general level of 
commodity prices at wholesale or retail during 1955, it was registered 
in the acceleration in the rise of common stock prices in the last 3 
months of 1954—a rise that had been continuing for a year. Stock 
prices climbed upward with a few interruptions all through 1955, 
although at a slower pace than in the preceding year. 


TABLE 28.—Disposition of disposable personal income, 1955-57 


[Seasonally adjusted quarterly totals at annual rates] 


[Billions of dollars] 


Personal | Saving as 

Disposable | consumption Personal | percent of 

Period personal |  expendi- saving | disposable 
income | tures | personal 


income 





19 be 9. 4 4] 5.4 
272.0 4.3 17.8 6.6 
277.7 260. 9 16.8 6.0 
283. 0 263. 3 19.8 7.0 
195¢ 283. 1 265, 2 17.9 6.3 
288. 8 267. 2 21.6 7.4 
292. 1 269. 7 22. 4 me 
297. 2 275. 4 21.7 | 7.3 
19 300. 0 279. 8 20.3 6.8 
305. 7 282. 5 23. 2 7.6 
308. 7 288. 3 20. 4 6.6 
306. 8 287. 2 19. 6 6.4 


Source: Department of Commerce. 
THE STOCK MARKET AND MARGIN REQUIREMENTS 


We have seen in the previous chapter that the monetary authorities 
pursued a liberal credit policy which encouraged banks to lend more 
freely. One sector that took advantage of the increasing credit 
opportunities was the stock market. During 1954 bank credit ex- 
tended to brokers and dealers increased by nearly $1 billion. Loans 
on margin accounts by brokers and dealers to their customers increased 
by about the same amount, with the greatest rise taking place in the 
second half of the year. 

The first restrictive credit move by the Federal Reserve Board was 
the 1 raising of margin requirements from 50 to 60 percent at the begin- 
ning of January 1955. As measured by Standard & Poor’s index of 
500 sto: ‘ks, their average price rose by more than 50 percent between 
September 1953 and January 1955. In addition to about a 50-percent 
rise in stock-market credit, there was increasing evidence of specu- 
lative activity in the market during the latter half of 1954. It was 
these developments which led the Federal Reserve Board to act on 
January 4, as well as the Senate Banking and Currency Committee 
to decide on January 14 upon a study of the stock market. Past 
experience has shown that continuously rising stock prices generate 
an optimistic psychology that is transmitted to other areas than the 
stock market, resulting in widespread overconfidence and to excesses 
that can jeopardize economic stability. The Banking Committee’s 
public hearings were held during the first 3 weeks in March and were 
widely reported in the daily press. Practically every one of the 21 
prominent witnesses who testified expressed some concern about 1 or 
more of the speculative tendencies that had appeared in the stock 
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market. On the basis of its hearings, the Committee “was of the view 
that conditions in January warranted more vigorous action to curb 
stock-market credit by the Federal Reserve Board” than the 10-point 
rise in margin requirements.! It is also significant to note that the 
Committee pointed out that the liberality of credit in other areas than 
the stock m: arket might be a potential threat to economic stability : ? 


i= | 


A number of witnesses stressed the dangers in over- 
extension of credit in the mortgage market and the possibility 
that the recent rate of housing construction may not be 
sustainable for very long. Likewise, concern was expressed 
about the high level of consumer credit and the ability of the 
automobile industry to maintain current levels of produc tion 
during the second half of the ae ooo 


On April 2 23, | month after the close of the Senate Banking Com- 
mittee’s tile s, the Federal Reserve Board raised margin require- 
ments from 60 to 70 percent. After the second action was taken, the 
rate of increase in stock-market credit declined substantially. 


CREDIT EXPANSION IN 1955 


Between the third quarter of 1954 and the first quarter of 1955 the 
gross national product advanced at an annual rate of $22.3 billion; 
about two-thirds of the increase was due to the sharp expansion in 
outlays for consumer durable goods, continued advances in purchase 
of new homes, and a shift from liquid: ition to accumulation in business 
inventories. The speedy economic recovery which received its major 
impetus from these sectors was accompanied by a substantial rise in 
credit and by a considerable easing in financial terms, especially longer 
maturities and lower downpayments on installment and mortgage 
credit. Business loans of commercial banks which usually decline in 
the first half of the year increased by $2 billion in the first 6 months 
of 1955. In the second quarter of the year, installment credit out- 
standing expanded by nearly $2 billion, a record increase in so short a 
period. The mortgage debt outstanding on 1- to 4-family homes 
increased by $6.5 billion during the first 6 months of 1955 as compared 
to $3.8 billion in the corresponding period of 1954. 


1 Stock Market Study: Report together with the individual views and minority views of the Committee 
on Banking and Currency, Senate, 84th Cong.. Ist sess., May 26, 1955, p. 7. 

2 Ibid., p. 13 

It is of interest to note that when Mr. Martin, Chairman of the Federal Reserve Board, testified on 
March 14, 1955, at the hearings on the stock-market study he was questioned at considerable length about 
the adequacy ‘of the January change in margin requirements by Mr. Fulbright, chairman of the Senate 
Banking and Currency Committee. 








FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 45 


TaBLE 29.—Loans and investments of all commercial banks, 1955-57 


[Billions of dollars] 








| Loans Investments 
I I ai aa See 
End of period ! and invest- | 
| ments U.S. Gov- Other 
Total 2 Business 3 | Total ernment | securi- 
obligations 4 ties 
| | | | 
1955—January--.-- 156. 3 | 70.6 26. 6 | 85. 7 69. 0 16.7 
February. 154.8 | 71.2 26 83.6 | 66.8 16.8 
March... 153. 5 | 72.3 27.4 81.2 | 64. 2 17.0 
April. 155.5 72.9 27.6 82.6 | 65. 6 17.0 
May 155. 6 73.9 28.0 81.7 | 65. 0 16.7 
June_. 155.3 75.2 28.9 80. 1 63.3 16.8 
July 157.0 76. 6 29. 1 80.4 | 63.7 | 16.7 
August 156. 7 77.3 29.9 79. 4 | 62.5 | 16.9 
September 157.3 78. 4 30.5 78.9 62.0 16.9 
October 5... 158.9 79. 2 31.1 | 79.7 | 62.9 16.8 
November 159. 4 81.4 32.3 78.0 61.4 | 16.6 
December - | 160.9 $2.6 33. 2 78.3 61.6 16.7 
1956—January - - 159. 4 82.0 32.7 77.4 60.9 16.5 
February | 158. 4 82.5 32.9 75.8 59,2 | 16.6 
March 159.9 84.7 34.5 75.2 | 58.6 16. 6 
A pril_. 160.1 | 85.3 34.8 74.8 8.2 | 16.6 
May 159. 7 86. 0 34.8 73.7 < 16.4 
June 160. 0 86.9 36, 1 73.1 16.5 
July_. : 159. 6 87.1 | 35.8 72.5 16.3 
August 161.0 87.5 | 36.4 73. 6 16.4 
September 162. 0 88.5 37.0 73.6 16.6 
October 162. 5 88.58 37.2 73.8 16. 3 
November 164.0 89. 5 37.8 74.5 16.3 
December. 165. 1 90.3 38. 7 74.8 16.3 
1957—January 162.8 88.9 37.6 73.9 16. 2 
February 162. 5 8Y. 3 37.8 73. 1 16.3 
March 162. 9 90. 6 39. 0 72, 2 16.5 
April nee 165. 1 91.0 39.0 74. 2 16.7 
May = 165, 1 91.2 38. 9 73.9 | 7 16.8 
June ‘ 165. 6 93. 3 40. 5 72.3 5. 5 16.8 
July 165. 4 92. 3 | 39.6 73. 1 56.3 16.8 
August ee 7 165.9 92. 8 39.9 73. 1 56. 2 16.9 
September _ 166. 3 93. 4 40.3 73.0 55.9 | 17.1 
October ! 167.9 93. 0 39. 7 74.9 57.3 17.6 
November 167.3 92.9 39. 6 74.3 56. 9 17.4 
December 170. 1 93.9 40. 5 76, 2 58. 2 17.9 


June and December 1956, and December 1957, figures are for call dates. Other data (including those 
for June 1957) are for the last Wednesday of the month. 

2 Data are shown net, i. e., after deducting valuation reserves. Includes commercial and industrial, 
agricultural, security, real estate, bank, consumer, and other loans. 

* Data are shown gross of valuation reserves. For months other than June and December data are 
estimated on the basis of reported data for all insured commercial banks and for weekly reporting member 
banks. 

4 Figures are based on book values and relate only to banks within the continental United States. 

5 For October 1955 certain loan items are available on 2 bases because of a reclassification resulting from 
reporting errors lhe business loans figure shown above is after reclassification. The figure before reclassi- 
fication is $30.8 billion. 


Source: Board of Governors of the Federal Reserve System. 


Commerciai banks played a powerful role in the speedy economic 
recovery in the first half of 1955 through their expansion of credit for 
housing and consumer durables. Bank loans increased by $4% billion 
a record for the January-June period since World War II. During 
these 6 months, there was an increase of $1.3 billion in real-estate loans, 
$1.2 billion in consumer loans, and $2 billion in business loans of which 
a substantial part was for sales finance companies.‘ In order to meet 
the increasing demands for loans, the banks reduced their holdings of 
United States Government securities by $5.7 billion in the first half of 
the year. There was also some rise in bank borrowing from the Fed- 
eral Reserve banks—an increase from a monthly average of $160 mil- 
lion in the last quarter of 1954 to an average of about $400 million in 
the first half of 1955. 


4 See table 23, p. 37. 
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TABLE 30.—De postts and currency, 1955-57 


{Billions of dollars] 
Deposits and currency 


Demand deposits and currency 
End of period 





Total ! Time 
Demand Currency deposits % 
Total deposits outside | 
adjusted ? banks 
1955—January om 209. 2 133. 8 107.0 26. 8 75.4 
February 206. 9 131.3 104 26. 8 75.7 
March : = 205. 3 129. 1 102. 4 26. 7 76, 2 
A pril 5 207. 4 131.2 104. 5 26.7 | 76. 2 
May ke , : 206. 7 130. 1 103. 3 26. 8 76. 5 
June__- . 207.7 130. 6 103. 2 27.3 77.1 
July = 208. 1 131.0 103. 9 27.1 77.1 
August : 208. 6 131, 2 103. 9 27.4 77.4 
September ‘ 209. 7 132. 1 104.9 27.2 77.7 
October a 211.3 133. 4 106. 1 27.3 77.9 
November 212. 2 134.8 106. 9 27.9 | 77.4 
December 216. 6 138. 2 109. 9 28. 3 78.4 
1956—January 214.4 136. 0 108. 9 27.1 78.4 
February - 211.6 132.8 105. 6 27.2 78.8 
March..... 210.8 131.6 104. 4 27.2 79.3 
April 212.4 133. 1 106, 1 27.0 79.3 
May.... ‘ 211.2 131. ¢ 104, 2 27.4 79.6 
June..... 213. 6 133. ( 104. 7 28. 3 80. 6 
July 213.3 132. ¢ 05, 2 27.4 80. 7 
August 212.8 132.0 104 27.5 80.9 
September_.._-. 214.1 132.8 105, 4 | 27.4 81.3 
October. 216.6 135. 1 107.4 27.7 81.5 
November-_. 217.2 136. 3 108. 3 8 0 80,9 
December 222. 0 139.7 111.4 8.3 82.2 
1957—January 219.9 136.9 109. 5 27.4 82.9 
February-- 218.0 134. 4 107.0 27.4 83. 6 
March....- 217.2 132.6 105, 2 27.4 84.6 
April 219. 6 134. 7 107.3 27.4 $4.9 
May... 218. 4 132. 7 104, 8 27.9 85. 7 
June..... 219.7 133. 4 105. 6 27.8 86, 4 
July 221.0 134. 4 106, 6 27.8 86. 7 
August 0 132.9 105. 1 27.8 87.1 
September 9 133.3 10 27.8 87.7 
October 0 135. 0 if 27.8 88. 1 
November. 135. 7 2 28.5 87.6 
December - 227.7 138. ¢ 1 28.3 | 89.1 
Includes holdings of State and local governments, but excludes U. 8. Government deposits 


2 Includes demand deposits, other than interbank and U. 8. Government, less cash items in process of 
collection 

3 Includes deposits in commercial banks, mutual savings banks, and Postal Savings System, but excludes 
interbank deposits. 


Source: Board of Governors of the Federal Reserve System 


In the second half of the year, bank loans increased by $7.4 billion 
with three-fifths of the advance occurring in the category of business 
loans. The rise in consumer loans was the same as in the first part of 
the year, and real estate loans advanced at a somewhat slower pace 
than during the first 6 months. As a result of the pressure for funds, 
bank borrowing at the Federal Reserve banks during the last quarter 
of the year averaged $900 million.® 

A $12 billion increase in bank loans in 1955 was offset by the sale of 
Government securities in the amount of $7.4 billion. Commercial bank 
sales of United States Government obligations were absorbed by non- 
financial corporations, pension and trust funds, State and local govern- 


5 It is of some interest to note that the amount of borrowing during the latter part of 1955 and right through 
1957 did not reach the level of the earlier 1952-53 period of tight credit. Part of the explanation lies in the 
fact that in recent years the banks turned increasingly to the Federal funds market for adjusting 
their reserves. More intensive use was made of existing reserves since banks with a deficiency of reserve 
balances borrowed from those with excess reserves. Another explanation is that Federal Reserve borrowing 
in 1952-53 could be included with other borrowed capital in calculating a bank’s excess profits tax liability. 
In June 1953 the excess profits tax expired. 
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ments, and individual investors. Largely because of the contrary 
movement of bank loans and investments, there was a rise in demand 
deposits of only $3.4 billion. 

Although the money supply increased moderately during 1955, the 
velocity of circulation rose substantially. Demand deposits and 
currency outside banks increased at the rate of 2.8 percent as compared 
to a 3 percent rise in 1954. However, the average annual rate of 
turnover of demand deposits outside New York City increased by 
nearly 7 percent between 1954 and 1955. 


TABLE 31.— Annual rate of turnover of demand deposits, 1955-57 ! 


[Ratio of debits to deposits] 


New 6 other | 337 other New 6 other | 337 other 
Period York centers ? | reporting Period York centers ? | reporting 
centers 3 centers 3 

| 
19 Januar 42.0 25.4 19.6 || 1956—July-_- : 45.9 29.6 | 22.4 
February ----. 41.9 26. 4 19. 6 August. 44,4 27. 4 21.3 
March 41.7 30, 2 20.0 Septem ber 44.8 27.4 | 22.0 
A pril 37.3 27 19,2 October __-_. 45.2 28. 4 22. 1 
May 42. 7 28. 4 20. 6 November. -- 48.3 | 31.0 23. 6 
Juni 44.7 28.3 20.8 December 51.8 29.9 | 23.3 
July 40. 7 26. ( 20. 4 1957—January 48.3 30.0 | 22.9 
August... 38. 2 25.9 19.9 February 48.9 30. 2 23. 0 
September 43.5 27.4 21.1 March. 48.7 | 32.0 | 22.5 
October 44,7 26.5 20.3 RO. 6 on 46.9 | 30.3 | 22. 4 
November 45. 4 29. 0 22.0 May..--- 47.1 | 30.5 | 23.2 
Dect el 51.3 28. 1 21.6 June... ; 51.4 30. 4 | 23. 1 
1956—January 45.7 29. 5 21.7 a 49.5 | 30. 6 | 23. 6 
February 41.1 27.5 21.0 August_- 44.7 28. 5 22.1 
March 47.2 29. 7 20. 8 Septem ber 52.2 | 31.4 | 24.1 
April 45.4 0.1 21.5 October... 49.9 | 29. 6 | 22.7 
M i 465.0 28. 7 21.7 November... 51.2 30.5 23. 5 
Jum 47.0 8. 9 21.6 December. 58. 9 32.2 | 24.7 


Does not include interbank and U. S. Government deposits and is given without seasonal adjustment. 
2 Boston, Philadelphia, Chicago, Detroit, San Francisco, Los Angeles. 
3 Before April 1955, 338 other reporting centers. 


Source: Board of Governors of the Federal Reserve System. 


The increase in the demand for funds and the growing pressure on 
bank reserve positions was reflected in the rise of interest rates. The 
yield on Treasury bills, which averaged 0.65 percent in June 1954 and 
rose to 1.17 percent by December, advanced to 2.6 percent in Decem- 
ber 1955. The rate on a 6 months’ prime commercial paper rose 
sharply during 1955, from 1.47 percent in January to 3 percent in 
December, Long-term r: oe in 1955 advanced much less than short- 
term rates. Between December 1954 and December 1955, yields on 
Government 10- to 20-year taxable bonds rose from 2.57 percent to 
2.88 percent, and Moody’s Aaa corporate bonds advanced from 2.90 
percent to 3.15 percent. 


POLICY DIRECTIVES OF THE OPEN MARKET COMMITTEE ° 


In view of the pace of economic and credit expansion during 1955, 
let us see how the Open Market Committee regarded the changing 
situation and how it dealt with it. On January 11 it revised its direc- 
tive to the Executive Committee from “maintaining a condition of 
ease in the money market” to “maintaining conditions i in the money 
market that would ene ourage recovery and “avoid the deve lopment of 
unsustainable expansion.” “Howeve r, the change in directive ‘‘did not 





6 The policy actions of the Open Market Committee referred to in this section are recorded in the Forty- 
second Annual Report of the Board of Governors of the Federal Reserve System, 1955, pp. 89-111. 
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call for pursuit at this stage of a program of credit restraint or of firm- 
ness in the money market.’’ At its meeting of March 2, the Com- 
mittee noted “that expansive forces had continued generally strong, 
both domestically and abroad,’ but concluded that the “situation 
did not appear to call for a generally restrictive credit policy.’ It is 
interesting to note that the record of this meeting states that— 


concern was indicated with respect to the relaxation of 
terms for, and the volume of expansion in, mortgage and 
consumer credit, and there were some fears that in a few in- 
dustries, including building, activity was reaching levels 
that could not be sustained. 


In the light of this recognition of the potential dangers arising from the 
two sectors of the economy that played so significant a part in the 
rate of economic expansion during the rest of the year, one may be 
puzzled at the Committee’s conclusion that “further measures toward 
restraint should be deferred until the effects of the shift in operations 
that had taken place since the beginning of the year were more 
apparent.”” The credit restraint referred to was the reduction in 
January and February of Federal Reserve holdings of United States 
Government securities by $1.3 billion. But this reduction was pri- 
marily for the purpose of absorbing reserve funds that normally become 
available to commercial banks by the seasonal return of currency from 
circulation and by the seasonal decline in deposits. The sale of Gov- 
ernment securities by the Federal Reserve banks may have been 
larger than usual in recognition of the increasing demand for bank 
credit. But the amount of such sale in excess of the seasonally ‘nor- 
mal’? was small and could exert—as it was intended to do—only a 
very moderate influence in tightening bank reserves. 

It was not until - meeting of May 10 that the Open Market Com- 
mittee revised its January directive by deleting the words “encourage 
recovery.” Since ‘recovery now was an accomplished fact,’ the 
credit policy was to aim at “maintaining conditions in the money 
market that would avoid the development of unsustainable 
expansion.’”’ Among the various developments in the economy, it 
noted that the gross national product had risen substantially since its 
1954 low and had exceeded its mid-1953 peak; a number of industries 
were operating at or close to capacity; business, financial, and consumer 
confidence was extraordinarily high; there had been no seasonal 
contraction in business loans, and the rapid expansion of real estate 
and consumer loans had continued. In its meeting of June 22, the 
Committee referred to new record levels in economic activity, but 
expressed some concern that the high level of production and employ- 
ment had been supported by rapid expansion in consumer and mort- 
gage credit on easy terms and that there was the likelihood of prices 
moving upward. 


There appeared to be little leeway for further increases in 
production, and it was doubtful that productivity could be 
increased rapidly enough to counteract cost-price influences. 


In view of the fact that the monetary authorities recognized around 
the beginning of May, and even more so by the end of June, that over- 
all economic activity was reaching boom proportions, it was surprising 
even in financial circles that the Reserve banks waited until mid-April 





Awa ea fm 


ant tet, aot TH 





FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 49 


and early May to raise the discount rate from 1% to 1% percent.’ The 
new 1% rate was below the discount rate at the beginning of 1953, and 
it was not until early in August that the 2 percent rate est tablished in 
January 1953 was reached. Since the gross national product in the 
; ea o. ; 

second quarter of 1955 was about $28 billion above the first quarter 
of 1953, an increase of about 8 percent, one could hardly accuse the 
Fede ral Reserve of having moved vigorously in its restrictive credit 
policy.” Moreover, after the initial reduction in Government see urity 
holdings of the System open-market account in the first 2 months, 
open-market operations were so conducted as to produce no net change 
in Reserve bank holdings during the months of March through June. 
To be sure, failure to provide reserves through open-market operations 
may be regarded as a restrictive action. But in view of the swelling 
demands for credit, direct intervention of the System to reduce bank 
reserves would appear to have been more appropriate. 

Apparently, the Open Market Committee counted on the stronger 
credit demands to drive the commercial banks to the discount windows 
of the Federal Reserve banks for their additional reserves. With the 
traditional reluctance of the banks to augment their indebtedness to 
the Federal Reserve and the rise in the discount rate in April, credit 
would be more costly and less available and thus undue credit expan- 
sion would be discouraged. However, the banks did not rush to 
borrow in any great amount from the Federal Reserve during the 
first half of the year. Between December 1954 and June 1955, bank 
borrowings from the Federal Reserve increased by less than $200 
million. They relied on the disposal of their substantial holdings of 
Government securities, which they had accumulated under the 
influence of the easy money policy of 1953-54, to obtain funds to take 
care of the heavy demands for private credit. As we have seen, 
$5.7 billion of United States Government obligations were sold « 
redeemed during the first half of the year by all commercial banks. 

7 The following quotation from the First National City Bank Monthly Letter of May 1955, p. 53, is of 
interest: ‘‘* * * Inlight of the resurging strength of business, the only surprise was that the Federal Reserve 
had waited so long to act. As far back as January possibilities of a rate advance became a common topic 
of discussion As it was, the Federal Reserve authorities limited their actions at that time to raising stock 
margin requirements and paring down idle loan funds among the banks while the Treasury reentered the 
long term market with an issue of 40-year 3-percent bonds. At the end of February, after the Treasury 
bond issue had been placed, talk of imminent action on discount rate spread about the financial community. 
he authorities contented themselves with suspending open market operations, permitting the business 
rise to carry forward on its established momentum, and letting the related credit demands absorb slack 
of excess reserves and compel banks to come in as borrowers from the Federal Reserve at the discount rate.” 

® As financial editor Edward H. Collins of the New York Times noted in his column of August 1£, 1955: 
‘There is at least a budding tendency to ask today * * * whether the Reserve, recalling the severe criticism 


towhich it was subjected (in 1953), isr’t, consciously or unconsciously, proceeding somewhat overcautiously 
in this, its second bout with incipient inflation.” 
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Source: Board of Governors of the Federal Reserve System. 


30, 110 | 





29, 784 | 18, 195 
29, 790 | 18, 050 
29, 807 18, 210 
29, 861 | 18, 166 
30, 050 | 18, 146 
30, 284 | 18, 205 
30, 289 | 18, 152 
| 18, 148 

| 18, 345 

| 18, 378 

18, 646 

18, 586 

18, 177 

18, 340 

18, 320 

18, 268 

18, 359 

| 18, 237 

18, 224 

18, 446 

18, 419 

} 18, 579 

31, 775 18, 883 
31, 040 18, 773 
30, 595 18, 302 
30, 568 18, 366 
30, 614 19, O87 | 18, 580 
30, 645 18, 827 | 18, 362 
30, 902 18, 982 18, 485 
1, 116 19, 129 18, 595 
31, 035 18, 834 18, 300 
31, 143 18, 956 18, 434 
31, 109 19, 040 18, 573 
31, 335 18, 958 18, 447 
31, 932 19, 420 | 18, 843 


At its meeting of August 2, the Open Market Committee changed 


its directive from “maintaining conditions in 
would avoid the development of unsustainable 
ing inflationary developments in the interest 
growth.” 


rate from 1% to 2 

Recent statements by top officials of the Federal Reserve with 
respect to the monetary policies pursued in 1954 and 1955 make it 
desirable to quote at length from the record of the August 2 meeting 
of the Open Market Committee indicating the basis for their decision 
to change their directive ‘‘to restraining inflationary developments”’: 


percent, 


the money market that 
expansion” to “restrain- 
of sustainable economic 


A few days later the Federal Reserve increased the discount 


The shift to a policy of restraining inflationary develop- 
ments resulted from the Committee’s review of the economic 
situation and its conclusion that the supply of money and 
credit was a more stimulating force at the time than was 
desirable in the interest of sustainable economic growth. 


Information that had become available for June 
indicated that industrial production had increased 
high level, with fairly general advances in durable 
durable goods lines as well 
had continued to rise. 
consumer buying appeared to be developing. 


In 


addition, 


as in minerals. 


and July 
to a new 
and non- 
Unfilled orders 


a renewed upsurge of 
Buying of 
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TABLE 33.—Member bank excess reserves, borrowings, and free reserves, 1955-57 


{Averages of daily — millions of dollars] 
"aout ae eo 8 at om oie l wie ee l 
| | Borrowings | 








Period Excess | at Federal | Free reserves 
reserves | Reserve 
banks 
1955—January oes : 682 | 313 369 
February - : 625 | 354 271 
March... . 585 | 463 122 
BON ccd ‘ ; | 590 | 495 | 95 
May.-. - jc bcawe boéa ig gill 580 368 212 
June vaukeee 569 | 401 168 
July. | 619 | 527 92 
August. -_- | 577 | 765 | —188 
September. J | 564 | 849 | —285 
October 524 884 | —360 
November | 525 1,016 | —491 
December 504 839 —245 
1956—January : : 552 807 —255 
February : 533 799 — 266 
March ‘ | 585 993 —408 
ADI. «<< ‘ 527 1, 060 —533 
May..-- . ‘s | 467 971 | —504 
June... ; | 575 769 —194 
July. 599 738 —139 
August .-- | 559 898 —339 
September. | 579 | 792 —213 
October--- 520 | 715 —195 
November ‘ 590 | 744 —154 
December } 651 688 = 57 
1957—January | 523 407 | 117 
February - | 514 | 640 | —126 
March... --- 518 834 —316 
April_. 506 | 1,011 | —F05 
May | 465 | 909 —444 
June : ey 496 1,005 | — 508 
July.- ers coke 534 917 —383 
August--. F 534 1, 005 —471 
September-. | 522 988 — 467 
October : ‘ ie ca 467 811 —344 
November : | 512 804 | —293 
December | 577 710 —133 
' | 








Source: Board of Governors of the Federal Reserve System. 


automobiles in July continued at record levels, and sales of 
appliances and other goods at department stores showed 
remarkable gains from the preceding month and a year ago. 
This upsurge in consumer demand re flected a further marked 
rise in consumer installment credit and an increased willing- 
ness of consumers to draw on liquid asset accumulations. 
It also suggested consumer expectations of higher prices later 
on. Numerous industries appeared to be producing at near 
capacity, and overall productivity gains had virtually dis- 
appeared in recent months. The situation was one in which 
a given percentage in output called for about an equal per- 
centage gain in man-hours, and in which too easy access to 
bank credit was likely to result in increased prices rather 
than in increased production. There had been a substantial 
and contraseasonal rise in bank loans during the first half of 
the year, and in July all banking reports confirmed a con- 
tinuing strong demand for bank credit. 

The Committee believed that, with increased costs pushing 
upward on industrial prices, the general price level might 
well move upward with accompanying speculative increases 
in inventories. It also took into account discussions relating 
to a probable increase in the discount rate at the Federal 


H. Rept. 2500, 85-2——5 
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Reserve banks early in August, based on observations of 

economic and financial developments in the respective 

Federal Reserve districts, and it agreed that the wording of 

its directive should be changed, as indicated above, to show 

that increased monetary restraint on credit expansion was 

now clearly appropriate.® 

In view of the Committee’s current and more or less similar ap- 

praisals since early May of the pace in economic activity, waiting 
4 months before changing the discount rate and then raising it by 
only one-fourth of 1 percent was rather a feeble attempt at restrictive 
monetary action. By September there was greater realization within 
the Federal Reserve System that a larger increase was justified and 
the rate was advanced from 2 to 24 percent. 


POLICY DECISIONS AS VIEWED IN RETROSPECT BY THE FEDERAL RESERVE 


Officials of the System have recently admitted that they should 
have moved more vigorously, as the following statement by the 
presidents of the Federal Reserve banks indicates: ' 


There is some eee however, whether the policy of 
ease Was carried too far in 1954, when a combination of open- 
market operations an vadwhionen in discount rates and 
reserve requirements pushed available reserves of member 
banks to high levels and short-term interest rates to exceed- 
ingly low levels. As noted above, commercial banks utilized 
a large portion of the available reserves to purchase Govern- 
ment and other securities. While this action cushioned the 
recession and provided a basis for recovery by promoting 
growth in the money supply, it also contributed to the 
crowth of liquidity in the banking system. Consequently, 
when policy was shifted toward restraint in 1955, and 
gradually became more restrictive through 1955 and in 1956, 
commercial banks were in a position to meet demands 
consumer and business borrowers by liquidating Govern- 
ments and extending loan credit. 

There also is some que stion whether the System moved fast 
enough in CLETCISING re straint an the early and intermediate 
stages of the boom. Granted that a somewhat less Easy polie y 
in 1954 would have reduced commercial hank purchases of 
securities at that time, even the excessive liquidity existing at 
the be ginning of If IA might have heen absorbed nore quickly, 
and credit « rpansion thereby re strained further, had police y been 
tightened fas ter in 1955 . * (Italic supplied.| 


One reason given by the presidents of the Reserve banks for not 
moving more vigorously was that the economic data ave ailable in the 
first half of 1955 understated the speed of the recovery: ! 


* 


The recovery from the recession of 1953-54 moved 
much faster than was generally expected; there were still 
doubts in early 1955 that the recovery was firmly established, 


° Forty-second Annual Report of the Board of Governors of the Federal Reserve System, 1955, p. 102. 
Investigation of the Financial Condition of the United States: Joint and ipple me nits Nees 1m nts of the 
presidents of the Federal Reserve banks in response to the questionnaire of the ¢ imittee on Finance, 
U.S. Senate, 85th Cong., 2d si ch. 1, April 1958, p. 44 


Ibid., p. 45 
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and there was considerable apprehension that a move toward 
tighter credit at a faster pace might halt the recovery short of 
its full potential. Much of the economic data available 
currently in the first two quarters of 1955 seriously under- 
stated the extent of the recovery up to that time. It was 
only later, when revisions of statistics became available, that 
the rapidity of the upturn became apparent. Moreover, it 
should be recalled that, at various times during the boom 
period, forces emerged that seemed to indicate a “leve ‘ling off 
in business activity, or even an imminent decline. It is only 
through hindsight that the need for a more restrictive policy 
in the ear ly stages of the boom seems clear. 


Unfortunately, the Reserve Board presidents failed to indicate which 
of the many statistical series employed by their research departments 
in analyzing current business conditions misled them because they 

“Seriously understated” the magnitude of the recovery. To be sure, 
there are limitations in currently published data that purport to 
reflect monthly and weekly changes in business conditions, and there 
is little doubt that Government officials would be greatly aided in 
arriving at sounder policy decisions if they were supplied with im- 
proved and more currently available statistical information. There 
were undoubtedly some statistical series, such as the quarterly esti- 
mates of the gross national product, that were revised upward after 
mid-1955, but understatement of these series during the first half of 
the year is hardly a justification for the implication that because of it 
monetary policy moved too slowly. There was an abundance of 
statistical information to indicate that the economy was moving 
upward at a rapid pace during the first 6 months of 1955, and that 
certain sectors were developing at a rate that could threaten economic 
stability. Apparently, the Open Market Committee was convinced 
by this evidence, since at the beginning of May it dropped the phrase 
“economic recovery” and its credit policy directive concentrated on 


“avoiding unsustainable expansion.’’ By the summer of 1955, it was 
concerned with restraining inflationary de ee nts. If the mone- 
tary authorities failed to act more vigorously, it was much more a 


matter of judgment and interpretation of the economic data than of 
the limitations inherent in the data. We must look in other directions 
for an explanation of the inadequacy of monetary policy in 1955. In 
this connection the following quotations from the testimony of Mr. 
Martin, Chairman of the Federal Reserve Board, before the Senate 
Finance Committee in August 1957, is of special interest: © 


Senator Marri. | would now like to ask vou some ques- 
tions about the present, current inflation. When did this 
current inflation begin? 

Mr. Martin. Well, 1 cannot state it precisely, Senator. 
[tis pretty difficult to say that it began at any precise point. 

| think those of us in the System—and mind you, the 
S\ stem 1s not a one-man ope ration, for we have mi Wy Vary- 
ing views—-I think we began to get worried about the current 
aspect of inflation in the middle of 1955. * * Let me go 
back just a little bit if ] may. In the inventory recession of 
1953-54, we pursued a policy, and 1 think we were quite 


2 Investigation of the Financial Condition of the United States: Hearings before the Committee on 
Finanee, U. 8S. Senate, 85th Cong., Ist sess., pt. 3, 1957, pp. 1304-130 
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correct in our policy, in the early stages, of adjusting 
promptly, to make the inventory adjustments as orderly as 
possible, by easing money. 

By the end of 1953 and the early part of 1954, I personally 
think that we were overdoing it a bit. We were using the 
phrase ‘‘active ease.”’ 

One thing you find out about this is that while your 
weapons may be more effective in inducing restraint than 
they are in galvanizing the economy, nevertheless it is more 
difficult to get people to recognize the need for action when 
it comes to ‘restraint. 

And I think in retrospect that one of the errors we made 
was that, in 1954, when the adjustments that were being 
made by the market were c ulminating and the base was being 
laid for the recovery that we had, we got a little bit enthusi- 
astic about increasing the money supply, and we lowered 
our discount rate in February 1954 from 2 to 1% percent; 
and then we lowered it again to 1% percent in April of that 
ver o> 

The trouble in 1955, the place where I began to get con- 
cerned, was when it took us from April of 1954 until April 
of 1955 to move back from 1% to 1% percent in the discount 
rate—a whole year—because the constant discussion in the 
System was, ‘Well, better not take a step, you had better 
not do anything to slow things down.”’ You see, everybody 
likes expansion. Then we went up to 1%. We later moved 
up successively during 1955 in four notches. * * * 

Senator Martin. Do you feel you acted soon enough, and 
do you feel those actions were strong enough to stave off 
inflationary pressures then present? 

Mr. Martin. No; 1 do not think we did. But there are 
differences of opinion on that within the System. J would 
think we would have been more effective if we had acted a little 
bit quicker and a little bit sharper in our movements * * *. 
[Italic supplied.] 

Mr. Martin and the Federal Reserve bank presidents are in agree- 
ment that the System overdid the policy of credit ease in 1954, ‘thus 
making it more difficult later for the monetary authorities to control 
credit expansion. However, the Chairman of the Federal Reserve 
Board, in accounting for the tardiness and lack of vigor of the restric- 
tive actions taken in the upswing, stressed an important element 
ignored by the bank presidents. This is the human factor of hesitancy 
to exercise curbs when business expansion is underway. There is 
little doubt that the record of the past, as well as of the more recent 
period in monetary history, furnishes plenty of illustrations of the 
monetary authorities yielding to the weakness referred to by Mr. 
Martin. Since proper timing is of the essence of effective monetary 
policy, this limitation cannot be ignored in any evaluation of tools 
for promoting economic stability. 

The tardiness and lack of vigor shown in 1955, however, was more 
than a matter of hesitancy by those responsible for decisions with 
respect to general credit polic; y to exercise restraints that might check 
the pace of business expansion. Part of the explanation may “be found 
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in the theory of credit control that seemed to be influential among 
officials of the Federal Reserve System, as well as in the limitations 
of the tools that were actually employed. 


THE DISCOUNT RATE AS A TOOL OF MONETARY RESTRAINT 


All through the 1955-57 period, the discount rate was a major 
weapon employed by the Federal Reserve to limit bank credit expan- 
sion. The use of the discount mechanism is based on the view that 
member banks are traditionally reluctant to borrow funds from the 
Reserve banks or to remain in debt to them for any length of time. 
For the discount mechanism to act as a brake on credit expansion, it 
must be preceded by restrictive Federal Reserve open market opera- 
tions that will put pressure on the reserves of the banks. From the 
degree of pressure exerted in 1955 it would seem that Federal Reserve 
officials were still under the influence of the theory propounded 
around the time of the accord that small changes in interest rates 
could have a significant influence on the decisions of lenders to curtail 
the expansion of private credit.’ Since a substantial part of the 
portfolios of banking and financial institutions has come to consist of 
Government securities, these institutions are sensitive to small rises 
in interest rates and to the capital losses involved in disposing of 
Government securities in order to switch into private loans. This is 
a comfortable theory for those who have the responsibility for decisions 
with respect to flexible monetary policy. If one could be fairly success- 
ful in curbing excessive credit expansion without much of an increase 
in interest rates, one could avoid the unpopularity associated with 
such diverse criticisms as high interest rates result in sizable increases 
in interest payments by the Treasury on the large public debt, cause 
disturbances in the capital market through sharp fluctuations in 
capital values, enrich the banks through increased earnings, and have 
an adverse discriminatory effect on small businesses, homebuilders, 
and municipalities. Unfortunately, the view that a policy of mone- 
tary restraint which results in small rises in interest rates curbs credit 
through locking in securities of financial institutions received little 
support from the developments in 1955 and the first half of 1956. 

The banks disposed of $5.7 billions of United States Government 
obligations during the first half of 1955, nearly $2 billion during the 
second half, and an ade litional $5 billion by the summer of 1956. 
Throughout this period interest rates were moving upward, and the 
rise was accompanied by the sale of more than $12 billion of both short- 
term and long-term securities in order for the banks to meet their credit 
demands. The discount rate was increased 6 times between April 
1955 and August 1956—from 1 percent to 3 percent. Bank loans 
increased $4.5 billion in the first 6 months of 1955, $7.4 billion in the 
second half of the year, and nearly $5 billion in the first 6 months of 
1956. 

Why did the view that small increases in the interest rate inhibit 
bank disposal of Government securities, thereby curbing bank credit 
expansion, not find support in the financial developments of 1955?" 
"18 See Chapter I, p. 6 


4 The theory might have had a more realistic basis if there had been effective consumer and mortgage 
credit controls in the first half of 1955. 


H. Rept. 2500, 85-2———6 
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One answer given by some critics of the theory is that it is based on a 
mistaken interpretation of the behavior of lending institutions during 
a period of rapidly increasing demand for loan funds. The anticipa- 
tion of a rise in interest rates, instead of checking the disposal of securi- 
ties because of fear of capital losses, acts for a considerable time to 
hasten such disposals. Even before the April change in the discount 
rate the banks sharply reduced their holdings of Government securi- 
ties—a reduction of nearly $5 billion between January and March. 
They had been expecting a rise in the rate for some months, as was 
indicated on page 49. Such expectation increases the incentive to 
dump securities at a time when capital losses are minimal, and there 
appear to be ever-widening opportunities for profitable lending. The 
banks sold another $3 billion between April, the month of the first 
hike in the discount rate, and August, the month of the second hike. 

Since their portfolios contained large quantities of short-term United 
States Government securities, the banks were prepared to take the 
relatively small losses from the sale of these securities and switch into 
more profitable areas such as mortgages, installment credit, and indus- 
trial and commercial loans. This was largely the case in 1955; later 
the banks sold mainly longer term Government securities on which 
they incurred heavier losses. After a time, to be sure, rising interest 
rates did have a noticeable influence in checking disposals. But it 
was not until mid-1956 that bank holdings of United States Govern- 
ment obligations stabilized and more or less continued at this level 
with relatively minor fluctuations through 1957. If for no other 
reason, a point is reached where considerations of bank liquidity cause 
the shifting out of Government securities to cease. In short, the 
Federal Reserve appeared to considerably underestimate the lag be- 
tween the adoption of a policy of monetary restraint and the time 
when the policy takes effect. 
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THE DISCOUNT RATE AND CONSUMER CREDIT 


The ineffectiveness of monetary policy in checking credit expansion 
was particularly evident in the case of consumer durable goods pur- 
chases, which played so important a role in the 1955 boom. The rise 
in interest rates neither inhibited the users nor the lenders of install- 
ment credit. The recent studies of installment credit prepared under 
the auspices of the Board of Governors of the Federal Reserve System 
indicate that users of consumer credit appear to be much more con- 
cerned with the amount of the downpayment and the maturity of the 
loan than with the interest rate.’ They are frequently unaware of 
the actual financial rate they are being charged. The important 
consideration seems to be the amount of the monthly payments to be 
made. Under increasingly liberal financial arrangements, especially 
the lengthening of maturities, there was little change in the size of 
monthly payments during 1955. 

Lending institutions were also not deterred by the interest rate from 
greatly expanding the volume of installment credit. Well over half 
of the $5.4 billion increase in installment credit during 1955 was 
supplied directly and indirectly by commercial banks. They were 
reluctant to curtail so profitable a source of earnings as consumer 
credit loans. They had become the largest supplier’ of installment 
credit so that by the end of 1955 they held 37 percent of the total out- 
standing installment loans. About 32 percent was held by sales 
finance companies with 4 of these companies doing three-fifths of the 
business. These large companies had little difficulty in obtaining 
funds either through borrowing from the banks at lower interest rates 
than were paid by all other bank borrowers, or direct placement of 
their commercial paper with nonfinance companies and large institu- 
tional investors, or through sale of their long-term notes and 
debentures. 


18 Consumer Instalment Credit: A study by the Board of Governors of the Federal Reserve System, 6 vols. 
1957. Pt.I: Growthand Import, 2vols. Pt. II: Conference on Regulation, prepared under the auspices 
of the National Bureau of Economic Research, 2 vols. Pt. III: Views on Regulation, 1 vol. Pt. IV: 
Financing New Car Purchases, a national survey for 1954-55, 1 vol. 
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TaBLE 35.—Installment credit, 1955-657 


{Millions of dollars] 























! 
| | 
| Total out- Automobile | Other con- | Repair and Personal 
End of month standing paper ! sumer goods | moderni- | loans 
paper ! zation loans ? | 
= aa a | init 
1955—January-_-..........- el 23, 512 | 9, 861 6, 668 1, 574 5, 409 
February.--.-.--- oa 23, 604 10, 028 6, 563 1, 552 5, 461 
March. __..--- | 24, 046 10, 410 6, 554 1, 533 5, 549 
BIS ic cadeenn | 24, 591 10, 796 6, 596 1, 538 5, 661 
May ee _| 25, 204 11, 254 6, 665 1, 552 | 5, 733 
June. sowed ; | 25, 969 11, 794 6, 770 1, 572 | 5, 833 
July. oe 2 26, 509 | 12, 235 6,810 | 1, 585 | 5, 879 
August pacbeate | 27, 154 12, 718 6, 888 | 1, 612 | 5, 936 
Septem ber.........-- Tone 27, 653 13, 075 6, 962 1, 639 5, 977 
Cnet Lie ier Bch ceskl 27, 913 13, 246 7, 029 1, 664 5, 974 
November.......-.- naan 28, 211 13, 327 7, 176 1, 678 6, 030 
December.......... 28, 958 13, 472 | 7, 634 1, 689 6, 163 
1956—January---_-- 3 28, 849 | 13, 488 | 7, 517 1, 662 6, 182 
Pebriary.........<... 28, 896 13, 582 | 7, 429 1, 656 6, 229 
March. ackoumewet | 29, 101 13, 750 7, 376 1, 662 6, 313 
April ocheee = 29, 424 13, 898 | 7, 434 1, 680 | 6, 412 
WENN i's diniinkcanauwa ==] 29, 779 14, 065 | 7, 578 1,718 6, 478 
ANID, cccocikeicaps stead 30, 114 | 14, 261 7, 554 1, 748 | 6, 551 
itl hase Z 30, 366 14, 389 7” 590 | 1) 768 6, 619 
August within cadet 30, 743 14, 539 7, 697 1, 799 6, 708 
Septem ber.....- eae 30, 841 14, 547 7, 733 1, 832 6, 729 
ORO. ee re 30, 985 | 14, 498 7, 872 | 1, 865 6, 750 
November........-- | 31, 240 14, 469 8, 066 1, 890 6, 815 
December. ......-- ‘ at 31, 827 14, 459 8, 510 1, 895 6, 963 
1957—January--_-- 31, 568 | 14, 410 8, 305 1, 872 6, 981 
February. | 31, 488 | 14, 432 8, 160 1, 859 7, 037 
March..... . | 31, 524 | 14, 528 8, 043 1, 856 7,097 
A pril | 31, 786 | 14, 691 8, 017 1, 862 | 7, 216 
May..-.- . | 32, 158 | 14, 883 8, O81 1, 886 | 7, 308 
Jun a 32, 608 15, 127 8, 165 1, 905 7,411 
July 15, 329 | 8, 189 | 1,921 | 7, 529 
August | 15, 490 8, 229 | 1, 954 7, 630 
September. ....- 33, 415 15, 556 | 8, 228 | 1, 969 7, 662 
October... 33, 504 | 15, 579 8, 236 1, 988 7, 701 
November 33, 596 15, 542 8, 300 1, 996 7, 758 
December 34, 105 15, 496 8, 687 1, 984 | 7, 938 
| A sere? of pelt iS 
1 Represents all consumer installment credit extended for the purpose of purchasing automobiles and 
other consumer goods, whether held by retail outlets or financial institutions. Includes credit on purchases 





by individuals of automobiles or other consumer goods that may be used in part for business. 
2 Represents repair and modernization loans held by financial institutions; holdings of retail outlets are 
included in other consumer goods paper 


Source: Board of Governors of the Federal Reserve System. 


We have seen that concern was expressed about consumer credit 
expansion during almost every one of the 1955 meetings of the Open 
Market Committee. But the Federal Reserve had no authority to 
exercise selective controls over downpayments and maturities with 
which to curb excessive expansion of consumer credit. It had such 
powers under temporary authority during 1941-47, 1948-49, and in 
1950-52. Nor did it request the Congress for authority to regulate 
consumer credit at any time since the expiration of regulation W in 
mid-1952. 

The January 1956 Economic Report of the President had pointed 
out that installment credit accentuates swings in consumer durable 
goods purchases, ‘‘thereby exposing the rest of the economy to the 
hazard of widened fluctuations.’’!® The report appeared to regard 
favorably standby controls over installment credit as a supplementary 
stabilization device and recommended study of the problem: 


* * 


* [Experience during the recent past suggests that the 
authority to set, if and as circumstances may require, mini- 


16 Economic Report of the President, January 1956, p. 94. 
17Tbid., p. 94. 
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mum downpayments and maximum maturities on installment 
credit for the purchase of consumer durables would be a 
useful adjunct to other stabilizing measures. Its availability 
as a standby measure, to be used only when the economic 
situation demands it and under proper administrative safe- 
guards, would increase the Government’s ability to fulfill its 
responsibilities under the Employment Act. Although pres- 
ent conditions do not call for the use of such authority to 
regulate the terms of installment credit, this is a good time 
for the Congress and the executive branch to study the 
problem. * * * 


About the time of the release of the President’s report, Mr. Martin, 
Chairman of the Federal Reserve Board, was appearing before the 
Senate Banking Committee which was concerned with his nomination 
for a full term of 14 years. During 2 days of hearings he was ques- 
tioned at length about the monetary policies pursued by the Federal 
Reserve during the preceding year and on the influence of the Treasury 
on the Board’s actions. Mr. Fulbright, chairman of the committee, 
closed the hearings by reading a statement on consumer credit which 
indicated his readiness to schedule hearings on the question of granting 
standby authority. The statement in part read as follows: ¥ 


I have been greatly concerned about the tremendous 
growth of consumer credit for some time now. During the 
stock-market hearings last year, I and other members of 
this committee called attention to the potential dangers in 
the marked rise of installment credit. The President’s 
economic report states that in the second quarter of 1955 
consumer installment debt expanded by nearly $2 billion, 
the largest on record over so brief a period. While members 
of the Committee on Banking and Currency cautioned the 
public on the dangers of excessive credit in this area, as well 
as in the stock market, the administration’s concern seems 
belated. * * * 

If the administration wants standby authority over con- 
sumer credit, I shall be glad to schedule hearings on their 
proposal. The staff of the committee has been gathering 
data and opinions on this subject for some time. 

Generally, I prefer indirect credit regulations to direct 
controls, but the indirect methods did not stop an unhealthy 
increase in consumer credit last year. Whether this was 
because general credit instrumentalities were not effectively 
employed or whether they were simply inadequate, I am not 
prepared right now to say. If consumer credit controls had 
been in existence in 1955, prospects for consumer durable 
goods this year might well be brighter. It now appears that 
a great part of the boom of 1955 was borrowed from the 
future, in the form of great increases in private debt for 
consumer durables. 

In any event, however, we should not permit a recurrence 
of excessive borrowing which can only result in violent 
fluctuations in so important an industry as automobiles. 


18 Nomination of William McChesney Martin, Jr.: Hearings before the Committee on Banking and Cure 
rency, U. 8. Senate, 84th Cong., 2d sess., January 20 and 27, 1956, pp. 68-69. 
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Insofar as the 1955 prosperity was based on an unusually 
rapid expansion of consumer debt, there is a real question 
whether the high level of activity was not achieved at the 
expense of substantially lower levels of production in 1956. 


THE SHIFT IN FEDERAL RESERVE ATTITUDE TOWARD CONSUMER CREDIT 
CONTROLS 


In mid-February 1956 the President, through the Council of 
Economic Advisers, requested the Board of Governors of the Federal 
Reserve System to undertake “a broad study of the role of consumer 
installment credit in a growing economy, including arguments for and 
against renewal in some form of governmental authority to regulate 
credit, in this field.””’ This 6-volume, 2,000-page study, which was 
published by the Board in the spring of 1957, contains a vast mass of 
factual and analytical materials pertaining to consumer installment 
credit, and widely varying viewpoints are represented on the question 
of regulation of consumer credit. 

On May 24, 1957, the Board of Governors, after studying these 
reports, transmitted a two-page statement to the chairmen of the 
Senate and House Banking and Currency Committees, the Joint 
Economic Committee, and the Council of Economic Advisers, giving 
its views on the regulation’of consumer installment credit.’ The 
principal conclusion of the Board of Governors was that— 


a special peacetime authority to regulate consumer installment 
credit is not now advisable. The Board feels that the broad 
public interest is better served if potentially unstabilizing credit 
developments are restrained by the use of general monetary 
measures and the application of sound public and private fiscal 
policies.” [Italic supplied.] 


It is of interest to record the third, fourth, sixth, and eighth find- 
ings of the Board: * 


(3) Though of recognizable importance as a factor of 
instability, fluctuations in consumer installment credit have 
been generally within limits that could be tolerated in a 
rapidly growing and dynamic economy. 

(4) A possible exception to the third finding occurred 
during the 1954-56 upswing in economic activity. The rapid 
expansion of consumer installment credit in 1955, with its ac- 
companying secondary impacts on capital investment, con- 
tributed to the emergence of inflationary pressures. This 
expansion, however, combined with real estate mortgage and 
other types of credit expansion in producing this sequence of 
developments. 

(6) Liberalization of installment credit terms and standards 
from mid-1954 through 1955, which was particularly marked 
in connection with the purchase of new automobiles, contrib- 
uted to the further widening of the practice of installment 
buying and borrowing and to the very great expansion in in- 
stallment credit outstanding that occurred. Some of the 


19 Federal Reserve Bulletin, June 1957, pp. 647-648, 
20 Ibid., p. 648. 
*1 Ibid., p. 648, 
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It is important to note that the Board of Governors had expressed 
itself with much greater vigor on the contribution of consumer 
credit to economic instability 5 years earlier in a more comprehensive 
statement on the subject submitted for the Patman committee report.” 
The Board had also regarded selective regulation of this area as a 
helpful supplement to general monetary controls. 
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forces making for this rapid widening of the market for con- 
sumer credit were temporary. Also, this drastic liberaliza- 
tion of credit terms and standards exposed consumer lenders 
to increased risks. On both counts, the forces making for 
credit liberalization in that period were to an extent transient 
and self-limiting. 

(8) Under peacetime conditions, special regulation of con- 
sumer installment credit would inevitably present problems 
of compliance to the financing and business firms subject to 
it, and of administration and enforcement to the agency of 
Government responsible for the regulation. 


the earlier Federal Reserve statement: 


22 Monetary Policy and the Management of the Public Debt: Their Role in Achieving Price Stability 
and High-Level Employment: Replies to questions and other material for the use of the Subcommittee on 
General Credit Control and Debt Management, Joint Committee on the Economic Report, 82d Cong., 
2d sess., 1952, pt. I, pp. 410-418. 

23 Tbid., pp. 411-412, 


Expansion in consumer credit adds directly to the growth 
of bank credit and by this means to the money supply. A 
substantial part of the consumer credit outstanding is fi- 
nanced either directly or indirectly by bank loans. In addi- 
tion to the consumer loans made directly by banks, a large 
part of the funds of sales finance and personal loan companies 
is obtained from bank sources, and a great many retail estab 
lishments finance their receivables partly through borrowing 
at banks. ‘Thus, a substantial part of every dollar of addi- 
tional consumer credit ordinarily stems from bank credit 
expansion and represents a direct addition to the total num- 
ber of dollars competing for an existing supply of goods and 
services. To the extent that nonbank lenders sell Govern- 
ment securities to finance an expansion of their consumer 
credit balances, this also affects the money supply directly or 
indirectly. Of equal importance from the standpoint of 
monetary stability is the fact that the operations of bank 
and nonbank lenders in this credit area influence the activity 
or turnover of money. An expansion of consumer credit, 
accordingly, affects both the money supply and its circu- 
lation.” 

The general role of consumer installment credit in economic 
fluctuations can be described briefly as follows: When incomes 
rise in the upswing of the cycle, demand for and extensions 
of installment credit increase, with the result that the ex- 
penditures of people increase more rapidly than their income. 
When incomes shrink in the downswing of the economic 
cycle, demand for and extension of credit decreases and 
outstanding installment balances contract. In order to pay 
off debt, people are forced to cut back their expenditures more 
than if they had not incurred debts in the upswing. This 





Let us quote from 
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expansion and contraction of consumer debt * * * is a 
significant factor in fluctuations in bank credit and the 
money supply. 

The generalization to which this description leads is that 
fluctuations in installment credit accentuate cyclical swings 
in consumer expenditure and hence in economic activity. 
This cause and effect role of consumer credit in economic 
fluctuations is in many respects similar, of course, to that 
of other credit, producer credit included, but, as pointed out 
later, continued expansion of consumer credit in periods of 
strong inflationary boom has a significance somewhat differ- 
ent from that of producer credit. * * * 

Consumer credit functions at a point in the economy and in 
a manner that tends to make it relatively unresponsive to the 
effects of general credit instruments. For this reason selection 
of this credit area for regulation provides a helpful supplement to 
the general measures * * ** [Italic supplied.] 

Thus, the unregulated expansion of consumer credit adds 
to general inflationary pressures and might actually require 
& more aggressive use of general credit instruments than 
would otherwise be necessary. That is to say, in the absence 
of selective regulation of consumer credit, other means of 
credit restraint might have to be exercised more restric- 
tively in order to bring about sufficient restraint on the 
overall expansion of private credit. This emphasizes the 
desirability of being able to use selective credit measures to 
complement, but not to substitute for, overall or general 
credit measures, the extent of such use depending on pre- 
vailing economic circumstances. One of the primary justifi- 
cations for the selective regulation of consumer credit is that 
it helps to avoid too strong effects on segments of the 
economy that are more sensitive to general credit actions.” 


It should be noted that there was at least one top official of the 
Federal Reserve System who spoke out vigorously in 1955 for giving 
the System authority over installment credit. Mr. Allan Sproul, 
president of the Federal Reserve Bank of New York, in an important 
address before a joint meeting of the American Finance Association 
and the American Economic Association in December 1955, declared: 7 


* * * T know that there are those who believe that 


selective credit controls are a dangerous step on the road to 
general overall planning, and I have no desire to become a 
fellow traveler on that road. But I do believe that there is a 
temptation to abuse consumer credit in boom times, that it 


4 Op. cit., pp. 411-413. 

3% Op. cit., p. 413. 

2% Op. cit., p. 414 

27 Allan Sproul, Reflections of a Central Banker, Journal of Finance, March 1956, p. 12. This address 
also challenged economists to take the lead in assisting monetary authorities to reexamine the basic problems 
in the field of central banking. He stressed the necessity of independent analysis of these problems by 
persons not connected in any official capacity with the System. His remarks in this connection were as 
follow S: 

“We have excellent research staffs in the Federal Reserve System: able economists and statisticians and 
devoted students of money and banking problems. But their work needs more cross-fertilization and 
critical analysis by thoughtful and disciplined minds outside the System who can apply their talents to 
this special field without the bias of an organizational viewpoint. Not enough work has been done, I would 
say, on the monetary problems of a mixed Government-private economy, on the functioning and form 
of a fractional reserve banking system in such an economy, on the growing importance of other financial 
institutions, which crisscross both the fields of commercial banking and investment banking, and on the 
performance and characteristics of our money and capital markets. These are subjects whicb are becoming 
critical in the development of central banking * * *’ (pp. 13-14). 
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can thus become a serious source of instability in our 
economy, and that we would not jeopardize our general 
freedom from direct controls by giving the Federal Reserve 
System permanent authority to regulate consumer 
credit. * * * 


MONETARY POLICY AND THE GROWTH OF FINANCIAL INTERMEDIARIES 


We have seen that the ineffectiveness of monetary policy resulted 
in part from a reluctance to move vigorously to restrict credit when 
business confidence was high and activity was rapidly expanding. 
Apart from the limitation of this human factor, the nature of the boom 
was such that areas which were making the greatest demands on 
credit in 1955—housing and consumer durables—were those that 
were not particularly sensitive to the restrictive tools actually em- 
ployed by the Federal Reserve. 

There is an additional limitation on monetary policy which has 
been stressed in recent years, namely, the greatly changed institu- 
tional and financial environment in which the banking system operates. 
In particular, what is referred to is the vastly increased importance of 
the role played by financial intermediaries, such as life insurance 
companies, building and loan associations, savings banks, investment 
companies, and pension funds, in the field of credit. Since World 
War II the increase in the assets of nonbank financial intermediaries 
was at least three times that of commercial banks. The acceleration 
in the flow of savings to nonbank financial institutions raises many 
problems with respect to the functioning of our capital markets. 
Here we are concerned, however, only with the contention that the 
growth of these institutions has rendered monetary policy less effective 
in re sstric ‘ting credit during the recent boom. 

Life insurance companies, savings and loan associations, and mutual 
savings banks invested heavily in mortgages in 1955. During the 
year these 3 groups acquired over two-thirds of the more than $16 
billion increase in the nonfarm mortgage debt. Life insurance com- 
panies and savings banks not only financed mortgages through savings 
ths 1t were channeled to them, but also obtained additional funds for 

ch loans by borrowing heavily from the commercial banks. Under 
seal ica el ’ arrangements they either sold mortgages to the banks 
which they agreed to buy back or they obtained forward commitments 
from the banks in order to make good on their own forward commit- 
ments to lend. Savings and loan associations expanded their mort- 
sage activity by greatly increasing their borrowing from the Federal 
ome-loan banks. 

From one point of view, it would seem that the growth of financial 
intermediaries should have made the capital markets more sensitive 
to a restrictive monetary policy. These institutions hold a consider- 
able proportion of the public debt. Since their portfolios contain the 
longer term Government securities they should be especially sensitive 
to capital losses arising from increasing interest rates. Critics of 
general monetary controls, however, have argued that the financial 
intermediaries have reduced the effectiveness of Federal Reserve 
policy. Their spectacular growth has signified greater efficiency in 
assembling idle funds and putting them to work. In a period when 
monetary policy seeks to restrict the money supply, these institutions 
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increase the velocity of monetary circulation by increasing the pro- 
portion of the money supply that is actively spent at the expense of 
the portion that is held idle. By selling their Government securities 
to nonbank investors they take— 


up idle balances which they transfer to active spenders by 
making mortgage or other loans or by buying newly issued 
corporate securities. In this case idle balances” become 
active, passing through financial institutions in the process, 
and velocity i is increased,” 


The critics have argued that the monetary authorities have placed 
excessive emphasis on the money supply and on the volume of bank 
reserves and have not given sufficient attention to the change in the 
velocity of money.” 

In the minds of some students of Federal Reserve policy, the growth 
of financial institutions raises the question whether, in the interest of 
promoting economic stability, it is not desirable to supplement gen- 
eral monetary controls with selective control over housing credit as 
well as over installment credit. 


THE TIGHT MONEY POLICY AND ITS CRITICS, 1956 TO MID-1957 


Once the monetary authorities failed to adopt stronger measures in 
1955, they were in the proverbial position during the following year 
and a half of holding a bear by the tail. The great increase of con- 
sumer and mortgage credit which stimulated the production of nearly 
8 million cars and the construction of more than 1.3 million homes in 
1955 sparked the expansion of plant and equipment expenditures. 
These expenditures rose 7 percent in 1955, and in 1956 they advanced 
to record levels with a 22-percent rise over the preceding year. The 
increasing pressure On resources and manpower culminated in an 
upward movement of wholesale industrial prices starting in mid-1955. 
By the end of 1956 these prices rose 8 percent. During the year the 
index of industrial production, however, hovered more or less around 
the advanced level reached in December 1955. Despite a 16-percent 
decline in housing starts and more than a 20-percent drop in produc- 
tion of automobiles in 1956, the sharp rise in plant and equipment 
expenditures was a major factor in the continuation of the high level 
of business activity. The rate of economic expansion slackened with 
about one-half of the advance in the gross national product accounted 
for by higher prices. 

The monetary authorities had a difficult course to steer with respect 
to credit policy in 1956. On the one hand, there was the risk that a 
more liberal policy with respect to the av ailability of bank reserves 
might accelerate price rises, especially in “bottleneck” sectors of the 
economy. In these sectors production could not readily advance, or 
if output were expanded it would be at substantially bigher costs. 
On the other hand, if the policy became much more restrictive, there 
was the danger of initiating a downward spiral in business activity 
since certain of the key sectors which had ushered in the boom had 
been showing considerable weakness for some time. 

7 Warren L, Smith, On the Effectiveness of Monetary Policy, American Economic Review, September 
Me this. be. 600-604. On the influence of the growth of financial intermediaries see also: Arthur F. Burns, 
Prosperity Without Inflation, Fordham Universty Press, 1957, ch. 3. 


30 See Irwin Miller, Monetary Policy in a Changing World, Quarterly Journal of Economics, February 
1956, p. 34ff; Alvin H. Hansen, The American Economy, McGraw-Hill, 1957, ch. 3. 
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The Open Market Committee directives during 1956 reflected the 
uncertainties resulting from the mixed trends of the various sectors of 
the economy. From late January to late March, the credit policy 
directive read that transactions in the System open market account 
were to be with a view ‘‘to restraining inflationary developments in 
the interest of sustainable economic growth” but should also take 
‘into account any deflationary tendencies in the economy.” This 
supplementary clause ‘gave consideration to the view that the 
domestic economy after a year and a half of expansion might be 
nearing a cyclical peak and that a reaction ms be in prospect “before 
long.” 1 

At the end of March, however, the clause to take into account 
deflationary tendencies was deleted, since the balance of evidence was 
believed to indicate a further advance in the economy. The record 
stated: * 

* * * Among the general factors leading to this conclusion 
were the much greater than expected plans of business con- 
cerns in all major lines for plant and equipment expenditures, 
the widespread optimism of consumers as to the economic 
outlook and their own financial position and income pros- 
pects, and evidence of an exceptionally heavy demand for 
bank credit in the current month. The committee also 
noted that common stock prices had risen sharply further. 
Growing pressures for increases in prices and wages were 
evident, and there was danger that if supported by further 
credit expansion pressures would engender an inflationary 
nami? ** 


Consideration was also given to possible action by the Federal 
Reserve to increase the discount rate to “prevent undue credit expan- 
sion for financing capital outlays through the banking system.” * 
In April the Board of Governors raised the discount rate from 2% 
percent to 2% percent in 10 of the Reserve banks and to 3 percent for 
the 2 others. By the end of May, however, the directive once more 
added the additional clause of taking into account deflationary ten- 
dencies as well as pursuing a policy of restraining inflationary develop- 
ments. This directive was continued until early in August. In this 
month the Board of Governors raised the discount rate from 2% to 3 
percent. For the remainder of the year the directives called for 
restraining inflationary developments in the interest of sustainable 
economic growth. During the last month, there was a supplementary 
clause that “recognition should be given to additional pressures in 
the money, credit, and capital markets resulting from seasonal factors 
and international conditions.” * 

With the economy continuing to operate near capacity levels 
despite some uncertainties about its general direction during the first 
part of the year—and with prices and wage rates moving upward, the 
Open Market Committee felt that as a general policy it could not 
relax in its efforts at restricting the availability of bank reserves. 
Despite mounting criticism of the “tight money policy’”—what with 
interest rates advancing in all sectors of the money and capital markets 


1 Forty-third Annual Report of the Board of Governors of the Federal Reserve System, 1956, p. 20. 
2 Ibid., p. 26. 

33 Op. cit., p. 27. 

44 Op. cit., p. 43. 
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and especially long-term rates because of the increased business de- 
mand for investment funds—the determination of the Federal Reserve 
to resist pressures for relaxation during 1956 and the first half of 1957 
was applauded in many quarters. Open market operations were so 
conducted that the security holdings of the System had increased by 
only $160 million during 1956. The money supply had risen by $1.5 
billion, representing a rate of increase of only 1 percent, as compared 
to a 2.8 percent rise in 1955. However, the rate of turnover of demand 
deposits in centers outside of New York City increased 8 percent in 
1956. 

To be sure, there was also increasing criticism that while business 
firms were able to obtain funds for capital expansion from the banks 
and through the security markets—over 70 percent of the $7.6 billion 
increase in bank loans in 1956 was in the category of business loans— 
residential builders, small business firms, and State and local govern- 
ments were adversely affected by the restrictive monetary policy. 
Other critics pointed out that neither open-market operations nor 
further rises in the discount rate accomplished the objective of the 
restrictive credit policy since plant and equipment expenditures—the 
major influence in the intensification of inflationary pressures—were 
not inhibited from continuing their rapid rise throughout 1956. Dur- 
ing the year more than four-fifths of corporate outlays for plant and 
equipment was derived from depreciation and amortization allowances 
and retained profits. Toward the first of these criticisms, officials of 
the Federal Reserve took the position that in a free economy the 
market was the regulator of the flow of credit and not the monetary 
authorities. With respect to the second criticism, the Federal Re- 
serve recognized that liberal depreciation and amortization provisions 
in the tax law and large corporate earnings contributed to the capital 
boom, but it was pointed out that were it not for its restrictive 
policy, capital expenditures would have been greater and inflationary 
pressures in other areas would have been intensified.*® In support of 
this position they cited the large volume of scheduled offerings in 
the capital market that were canceled or postponed. 


DELIBERATIONS OF THE OPEN MARKET COMMITTEE IN 1957 


One may justifiably view with favor the determination of the mone- 
tary authorities not to relax restraints in 1956 and in the first half 
of 1957, but there is much less justification for regarding favorably 
the policies pursued through the summer and fall of 1957. As critics 
have pointed out, in holding onto a policy of restraint too long, the 
Federal Reserve may have contributed to accelerating the pace of the 
os nswing in business activity. The monetary authorities had become 

) preoccupied with the increase in inflationary pressures since mid- 
195 5 that they ignored the cumulative evidence which pointed to the 
likelihood of the boom ending in the not-too-distant future. At least 
so it seemed from the public statements by Federal Reserve officials, 
their testimony at congressional hearings, and policy decisions such 
as raising the discount rate one-half percentage point, i. e., to 3% 
percent, in August. At his appearance before the Senate Finance 
a Hearings on J nuary 1957 caret ic Report of the President, Joint Economic Committee, U. 8. 
Congress, 85th Cong., Ist sess p. 591. 


3% Investigation of the Fin ane! { ial i tondition 4 the United States: Hearings before the Committee on 
Finance, U. S. Senate, 85th Cong., Ist sess., pt. 3, August 1957, p. 1399 
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Committee during that month, the Chairman of the Federal Reserve 
Board stated that credit restraint is “required at present, for clearly 
the most critical economic problem now facing the country is that 
of inflation.”’ *” In the fall and almost up to mid-November, when the 
discount rate was lowered from 3% to 3 percent giving public notice 
that the Federal Reserve regarded the immediate problem ahead as 
not inflation but business contraction, presidents of the Reserve banks 
and members of the Board of Governors of the System were making 
speeches that inflation was still the No. 1 economic problem and it 
would be a great mistake to relax credit restraint. 

In the light of the vehemence and the frequency with which Federal 
Reserve officials publicly stressed during the first 10 months of 1957 
the necessity for continuing monetary restraint, it comes as a surprise 
to read the record of the 1957 meetings of the Open Market Committee 
published in the annual report of the Board of Governors and released 
in April 1958. During almost all of the 18 meetings held throughout 
the year there appeared to be an absence of that confidence in the 
continuation of the upward movement of business activity and in the 
intensification of inflationary pressures which was manifested in pub- 
lic statements by top spokesmen for the System. Even as early as 
January the record indicates: * 


There were * * * developments that suggested that the 
economy might be losing some of its upward momentum. 
While these data were not sufficient to support a forecast of 
a downward turn as a clear, nearby prospect, they suggested 
that the economy might be entering a period of sidewise 
movement. For example, a tendency for total capital ex- 
penditures to level off was evidenced by recent figures for 
factory construction contracts, new machine tool orders, and 
freight car orders, together with scattered announcements of 
postponements of plant construction projects. There were 
cross currents in the area of prices with higher costs showing 
up in increased prices for finished goods, both at wholesale 
and at retail, in contrast with a softening trend in prices of 
a number of primary products. Business loans at all report- 
ing member banks after a fourth quarter rise of $1.6 billion 
declined by more than $700 million in the 3 weeks to mid- 
January, a postwar record decline for the period that com- 
pared with a drop of $355 million a year earlier. <A rapid 
decline in security loans had also occurred and about three- 
fourths of the total rise in loans during the fourth quarter 
of 1956 had been wiped out. * * * 


In February it was noted that there was some easing of inflationary 
pressures. 


It was too early to tell, however, whether this was but a 
temporary lull, the beginning of a downturn, or the attain- 
ment of high-level stability. 


During the first 2 months of the year there was no change in the 
credit policy directive that open-market operations were to be con- 
ducted with a view 


87 Investigation of the Financial Condition of the United States: Hearings before the Committee on 
Finance, U. S. Senate, 85th Cong., Ist sess., pt. 3, August 1957, p. 1262. 
a Forty- fourth Annual Report of the Board of Governors of the Federal Reserve System, 1957, p. 37. 
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to restraining inflationary developments in the interest of 
sustainable economic growth, while recognizing unsettled 
conditions in the money, credit, and capital markets and in 
the international situation. 


At the beginning of March, the wording was changed. While calling 
for a continuation of restraint on inflationary developments, the 
directive took recognition of ‘uncertainty in the business outlook, the 
financial markets, and the international situation.” 


This change in wording * * * was not an indication of 
a shift in direction of policy but was designed to emphasize 
the factor of uncertainty in the current business outlook. 
The general direction of policy continued to be one of re- 
straining inflationary developments. 

In its review of conditions, the committee found evidence 
of the slowing down of expansionary forces in many sectors 
of the private economy but no indication that a pronounced 
downturn had begun. Rather, there were many underlying 
forces tending to hold activity at a high level. * * * 

While it was apparent that a sidewise movement was taking 
place in the economy, there was uncertainty as to which way 
the economy would go. In any event, however, since the 
economy’s upward momentum had definitely slackened and 
since the rise in finished goods prices seemed likely to level 
off in the near future, it was not believed appropriate that 
overt action be taken toward increasing credit restraint, 
although maintenance of about the degree of restraint that 
had existed for some time seemed to be called for. * * * * 


The March policy directive of the Open Market Committee was re- 
newed without change at each of its subsequent meetings until the 
revision of November 12. 

Around mid-year and during the month of August when the discount 
rate was raised from 3 to 3% percent, the Open Market Committee 
continued to note that business activity manifested a sidewise move- 
ment and that divergent trends in various sectors “provided no clue 
as to the direction and intensity of the next major change in economic 
activity.” 4! The increase of one-half percentage point in dis count 
rates ‘‘was regarded as primarily a technical move made at a time 
when market interest rates were considerably above discount rates’’.” 
The Board of Governors of the Federal Reserve System, at its August 
8 meeting approving the relatively large hike in the discount rate, also 
noted the general sidewise movement of the economy but stressed 
the upward trend of prices and wages and the vigorous demand for 
credit which was pushing interest rates upward: * 


* * * With the upward movement of interest rates, the 


discount rate of the Federal Reserve banks, which had stood 
at 3 percent since the fall of 1956, fell further behind the 
rate structure generally. The disparity became even more 
pronounced in early August when the commercial banks in- 


29 Tbid., p. 42. 
10 Tbid., p. 43. 
41 Ibid., p. 49. 
“@ Tbid., p. 50. 
8 Tbid., p. 68. 
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At the September 10 meeting, the Open Market Committee found 
no material change in business activity for the past several months. 
It was noted that bank credit had expanded less rapidly in the previous 
5 weeks than in other recent years and some slackening in money turn- 


over had appeared. On October 1 the Committee took note of the 
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creased from 4 to 4% percent the rate charged on loans to 
prime business borrowers. 

The increase in the Federal Reserve bank discount rates, 
which brought them into better alinement with money mar- 
ket rates, raised the cost to member banks of operating on 
borrowed reserves and thus diminished incentive on the part 
of the member banks to borrow from the Reserve banks. 


fact that— 


On October 22, 3 weeks before the Federal Reserve had signaled a 
definite shift in its position through the reduction of the discount 
rate from 3% to 3 percent, the Open Market Committee still appeared 


an increasing number of business observers were suggesting 
that the major expansive forces had been spent, that pressure 
of inflationary forces was in process of lessening and even of 
dispersing, and that the prospective movement in activity 
was a decline. Business sentiment * * * appeared to be 
developing into a psychology of gloom in some places and was 
much more cautious about prospects than for some 
months * * * On the other hand, the reports to the Com- 
mittee at this meeting did not present a picture of a settling 
or declining economy. ‘There was considerable feeling that 
while inflationary clouds might be breaking up, it would be 
premature to conclude that they had been scattered. * * * # 


uncertain as to how the economy would “ 


* * * breakout from the sidewise movement that had been 
characteristic of business for some months. In a searching 
reexamination of the economic situation, the Committee 
found that the latest quarterly and monthly figures showed 
continuation through the third quarter of 1957 of many 
features prevailing earlier in the year, with production 
steady at a high level, price movements in wholesale markets 
mixed with the average up, and consumer prices generally 
continuing upward. September industrial production was at 
144, down a point from August but within the narrow 143 to 
146 range prevailing so far this year. The economy as a 
whole showed basic strength, but there was uncertainty as to 
what combination of demands would prevent recession in 
activity, or, on the other hand, make for an advance in total 
output and employment from present levels. 

In analyzing the implications of recent business and credit 
developments for monetary and fiscal policy, it appeared 
that there had been short-run abatement in inflationary 
pressures, and questions were raised about potential declines 
in important sectors of activity. Business sentiment had 
turned more pessimistic than the current indicator picture, 
and attitudes of common stock investors appeared to reflect 


“ Thid., pp. 51-52. 
4 Ibid., pp. 53-54. 
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a growing disbelief in the extension of inflationary trends. 
Business loan expansion was continuing to run behind the 
preceding year. As a result of the increasing uncertainty 
as to the business situation * * * the environment for 
monetary policy was beginning to look quite different from 
the boom conditions that initially justified the current re- 
strictive policy. * * * 

The Committee concluded, after reviewing the data, that 
there was no immediate occasion to reverse its policy of 
restraint in credit expansion or to make a change in the 
policy directive. While it was clear that the Committee at 
this juncture did not wish to make any move which would 
signal a change in policy, it wished to supply seasonal needs 
reasonably free ly. It did not wish to increase restraint from 
what it had been. There was some feeling that the Com- 
mittee should actually diminish restraint a little, but more 
of the members believed that the Committee should resolve 
doubts on the side of ease. Thus, in renewing the directive 
without change, the Committee agreed that ‘although gen- 
eral policy was not to be changed appreciably, it should tend 
on the easier side from where it had been in recent weeks. 


On November 12 the Open Market Committee decided “that action 
should now be taken to recognize the change in the general economic 
situation away from the sidewise movement that had prevailed during 
most of 1957.” It had finally become convinced that a business 
recession was underway: *® 


* * * there was no longer much doubt that at least a 


mild downturn in business activity was underway, and there 
was widespread belief that it would probably continue well 
into 1958. The major question seemed to be not whether a 
further business decline would occur, but for how long and 
in what degree. In terms of credit policy, the question pre- 
sented was how far the Committee should go at this time in 
recognizing the change in the economic situation and outlook, 
and by what means. * * * 


Its policy directive was changed from that of restraining inflationary 
developments to ‘fostering sustainable growth in the economy without 
inflation, by moderating the pressures on bank reserves.” Two days 
after this revision, the Board of Governors of the System approved the 
reduction of the discount rate to 3 percent, with one member (Mr. 
Robertson) dissenting on the ground that the “economic situation did 
not call for an overt act that could be interpreted as a drastic move 
toward monetary ease.’”’*’ In mid-December the Open Market 
Committee revised its credit policy directive to provide that open- 
market operations were to be conducted with a view “to cushioning 
adjustments and mitigating recessionary tendencies in the economy.” * 
The economic and financial data presented at this meeting 
confirmed rather clearly the developing recession that had 
been indicated by reports at earlier meetings at which the 
Committee acted to moderate the pressures on bank re- 


47 Tbid., p. 70. 
48 Tbid., p. 61. 


H. Rept. 2500, 85-2——-7 








72 FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 


serves. The recession was still of moderate intensity, and 
inasmuch as the Committee actions taken since mid- 
November to lessen pressures on reserves, together with the 
reduction in Reserve bank discount rates, had signaled an 
effective change in policy toward less severe credit restraint, 
it did not appear to the Committee that additional major 
actions were necessary at the moment. The change at this 
meeting in wording of the Committee’s policy directive was 
adopted with the understanding that reserves would continue 
to be made somewhat more available, but the particular 
reason for this change was to recognize that the economy had 
encountered a recession and that the Federal Open Market 
Committee’s policies were being molded accordingly. * * * 


THE MISTAKEN CREDIT POLICIES AFTER MID-1957 


In defending the tight monetary policies of 1956 and 1957 before 
congressional committees, Government officials frequently quoted in 
support of their actions from the 1950 report of the Douglas Subcom- 
mittee on Monetary, Credit, and Fiscal Policies. But they generally 
failed to refer to those sections of the report which stressed that to be 
effective, monetary management must be characterized by timely, 
vigorous, and flexible actions. We have seen that officials of the 
Federal Reserve System stated in retrospect that they fell short of 
satisfying these criteria in 1955. Although they have not yet ad- 
mitted to shortcomings in the application of these criteria in the second 
half of 1957, it is not unlikely that, after allowance of a longer period 
for hindsight, the violation in the summer of 1957 of the principle of 
timely flexibility in monetary policy will also be admitted. If mis- 
takes in 1955 may justifiably be said to have encouraged subsequent 
inflationary developments, the errors in 1957 may be said to have 
contributed to the sharpest business decline in the postwar period. 

The successful application of the principle of timely flexibility 
depends on a reasonably good diagnosis of the current changes that 
are taking place in the economy. The monetary authorities are, of 
course, not omniscient, and are bound to make mistakes. They are 
not only engaged in practicing the difficult art of prevision but, unlike 
many other forecasters, they have the responsibility for making 
decisions with respect to the flow of cre dit, based on their judgments 
of the prospective business situation, which can seriously affect the 
entire economy. Recognizing both the limitations arising from the 
uncertainties attached to prompt discernment of economic changes 
and from a definite inclination on the part of the monetary authorities 
to unduly delay in taking the necessary steps, there are those who look 
with a dim view on the potentialities of monetary policy for promoting 
economic stability. Some skeptics advocate the use of impersonal 
devices which would signal both the need and time for action, thus 
minimizing errors originating in human psychology. Others place 
major reliance on the stabilizing power of different tools, such as 
fiscal policy.“ Those, however, who regard monetary policy as an 
essential tool, among a variety of measures required in a stabilization 


# John K. Galbraith, The Affluent Society, chs. 16 and 17, Hcughton-Miffiin, 1958; testimony of Seymour 
E. Harris, Investigation of the Financial Condition of the United States: Hearings before the Committee 
on Finance, U. S. Senate, 85th Cong., 2d sess., April 1958, pt. 6, p. 1992 ff. 
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program, need not entertain illusions that human limitations can be 
overcome by the adoption of mechanical formulas, either in forecasting 
or in decision making. ‘There are no mechanical ‘substitutes for diag- 
noses based on the fullest use of the available evidence—often con- 
flicting in character—nor can the necessity for the exercise of the 
age-old virtues of sound judgment, wisdom, and courage be eliminated 
from decisions for action. As a consequence, the process of identifying 
past errors and ascertaining the source of the miscalculations must be 
an ever-continuous one if we are to make progress in learning how to 
cope more effectively with the problems of economic instability. 

The contrast between the record of the deliberations of the Open 
Market Committee, which stressed the sidewise movement of the 
economy during most of the year, and which expressed considerable 
uncertainty as to the business outlook, and the public statements and 
actions of the Federal Reserve, which emphasized that the central 
problem during the first 10 months was inflation, requires explanation. 
Similarly, the relatively sharp rise in the discount rate in August when 
business expansion was grinding to a halt is also in need of a more 
satisfactory explanation than has thus far been advanced by the 
monetary authorities. It is safe to predict that, long after the events 
of 1957 have passed, economists will seek the answer to these two 
questions. 

If in the eyes of the Federal Reserve officials, inflation was the No. 
1 problem, it would appear that, in part, it was because the main 
focus of their attention was on the continuous rise of consumer prices 
and interest rates. Insufficient attention was given to the fact that 
the underlying forces which were responsible for the boom and for 
inflationary pressures were fast becoming contractive influences—if 
due recognition were given to the time- lags that are operative in these 
sectors of the ec onomy. ‘This is not a matter of hindsight since there 
was cumulative evidence that the sidewise movement was more likely 
to tilt downward rather than upward. The index of industrial pro- 
duction had reached its peak in December 1956 at 147, slipped to 144 
in April and May, and remained at 145 from June to August. New 
orders of manufacturers had been declining ever since the beginning 
of the year and unfilled orders dropped $6 billion between Jan- 
uary and August. The average weekly hours of work in manufactur- 
ing was moving downward from 41 hours in December 1956 to 39.7 in 
July and employment in manufacturing industries was drifting down- 
ward in the same period. The index of spot prices of raw materials 
dropped steadily from 100.4 in December 1956 to 92.1, or a decline of 
8 percent in 7 months. Corporate profits had been declining since 
the fourth quarter of 1956; exports were dropping since March of 
1957; and Government contracts were being cut back by midyear. 
Above all, a number of the before-mentioned indicators and other 
signs pointed to the tapering off of the boom in the capital goods 
industries—a boom that had been a major influence in the inflationary 
pressures of 1956 and early 1957. In view of a rate of expansion of 
physical plant capacity, especially by manufacturing industries, that 
was much higher than that of output or sales since the beginning of 
1956, this disparity could not continue indefinitely. In the words 
of the Federal Reserve Bank of New York, ‘‘the pace of current and 
planned business investment in capital equipment and in inventory 
had already reached such proportions, by 1956, that an eventual 
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slowing down for consolidation and reassessment could be considered 
inevitable.” *° To be sure, there was uncertainty as to “the timing 
and dimensions of such a slackening.” * But in view of the fact that 
heavy commitments for capital outlays were made 1 to 1% years 
earlier and that downward revision of investment programs was be- 
coming ine reasingly evident by mid-1957, the fact that current capital 
outlays were at peak levels did not signify that a sharp decline in such 
expectations was not a near prospect. 

In the light of these developments, the August rise in the discount 
rate remains inexplicable. When pressed on this point, the Chairman 
of the Federal Reserve Board insisted that the change was ‘necessary 
for technical reasons.” * But what Mr. Martin appeared to ignore 
was the fact that a sharp hike in the rate was also widely interpreted 
as indicating that the monetary authorities regarded the intensifica- 
tion of inflationary pressures and the need for continuation of mone- 
tary restraint as the immediate issues facing the country. That a 
change in the discount rate is regarded as a signal to the public of a 
shift in Federal Reserve policy was expressly stated by the Board of 
Governors of the System when it lowered the rate in November.® If 
it was a public signal in November, it must also have been one in 
August.™ 


SOME CONCLUDING OBSERVATIONS 


The sharp contrast between the deliberations of the Open Market 
Committee as revealed in the 1957 Annual Report of the Board of 
Governors of the Federal Reserve System and the public interpre- 
tations of their actions, as well as the misunderstandings with respect 
to the meaning and significance of the August hike in the discount rate, 
raise the question of the necessity for the secrecy surrounding the 
decisions of our monetary authorities. This question was raised by 
Senator Fulbright, Chairman of the Senate Banking and Currency 
Committee, during the course of interrogating Mr. Martin at the 
stock market hearings in March 1955. The chairman of the com- 
mittee asked whether the Board of Governors gives any explanation 
for its actions when it announces changes in margin requirements. 
Mr. Mariin replied that “Our actions should speak louder than our 
words. In this particular field, as in most central bank moves, it is 
by action rather than by announcement oa statement that we get 
our results.” *° Mr. Fulbright then pointed out that failure to furnish 
an explanation for their moves results in misunderstanding of Federal 
Reserve policies.*° If the absence of a forthright statement of policy 
changes resulted in faulty interpretations of Federal Reserve decisions 

Annual Report, 1957, Federal Reserve Bank of New York, p. 7. 

51 Thid., p. 7. 

82 Federal Reserve Monetary Policies: Hearings before a subcommittee of the Committee on Banking 
and Currency, U. 8. Senate, 85th Cong., 2d sess., February 1958, pp. 24-25. Senator Douglas’ interrogation 
of Mr. Martin on the necessity for raising the discount rate at the very time when the economy had 
begun to slip is contained on pp. 20-28. 

83 Forty-fourth Annual Report of the Board of Governors of the Federal Reserve System, 1957, p. 70 
The sign-aspect of the discount rate is also indicated in the following quotation from the 1957 Report of 
the Federal Reserve Bank of New York, p. 12: ‘‘By mid-November, it was decided to give all sections of 
the economy an unmistakable sign that the direction of credit policy had changed.’’ 

4 Tt is interesting to note that tnere were differences within the System on the advisability of the August 
rise in the discount rate. ‘As was to be expected, when the underlying forces of the boom were beginning 
to wear out, there were differences of view, even within the central bank, over the need for this final overt 
step in the long sweep of the System’s restrictive policy.”” Annual Report, 1957, Federal Reserve Bank of 
New York, p. 11 

55 Stock Market Study: Hearings before the Committee on Banking and Currency, U. 8. Senate, 84th 


Cong., 1st sess., March 1955, p. 571. 
% Ibid., p. 572. 











FEDERAL RESERVE POLICY AND ECONOMIC STABILITY 75 


with respect to margin requirements at the beginning of 1955, there 
were more serious misunderstandings of the more general monetary 
controls that were exercised after mid-1957. The problem of pro- 
viding the public with a clearer understanding of Federal Reserve 
policy changes through prompt publication of e xplanatory statements 
is of sufficient importance to warrant serious exploration in the near 
future. 

There are other matters of an informational character relating to 
monetary policy that need strengthening. There have been numerous 
complaints recently by Federal “Reserve officials cone erning the ade- 
quacy of the statistical tools employed in arriving at policy decisions. 
The shortcomings of existing data and the need for additional and 
more timely statistical information essential for the appraisal of chang- 
ing business conditions have been stressed in recent years by the 
Joint Economic Committee of the C ongress and by the President’s 
Council of Economic Advisers.” Progress toward filling the gaps in 
our knowledge of the operations of our economy through improvement 
of the Federal statistical programs depends upon more liberal appro- 
priations for economic statistics. But this does not mean that even 
with their present resources Government agencies cannot initiate 
beneficial changes in their statistical programs.*® 

Our review of the financial and economic developments between 
1950 and 1957 has discussed the successes and the inadequacies of 
monetary policy in promoting economic stability. The shortcomings 
have been of two kinds: (1) The actual use that was made of the 
available tools for monetary control; and (2) the limitations inherent 
in the existing tools. The recent boom Tice by the sharpest 
recession in the postwar period has emphasized once more the necessity 
of a fundamental reexamination of our financial system with a view 
to increasing the effectiveness of monetary policy in a stabilization 
program. ‘The setting up of a National Commission on Money and 
Credit for a period of 3 years under the auspices of the Committee for 
Economic Development should result in valuable information and 
analyses. But the committees of the Congress must continue to 
inquire into the operations of the Federal Reserve System in the more 
immediate context of the problems that face the country as the 
economy moves from expansion to contraction and to resumption of 
expansion with the probable renewal of inflationary pressures. In the 
light of the latter eventuality it is well to keep in mind the limitations 
revealed in the present report with respect to our existing monetary 
controls and the necessity for considering in the near future methods 
for strengthening our credit instrumentalities for the promotion of 
economic growth and stability. 

’’ Economic Statistics: Hearings before the Subcommittee on Economic Statistics of the Joint Committee 
on the Economie Report, 83d Cong., 2d sess., July 1954, 363 pages; Economic Report of the President, 
January 1958, pp. 91-96. 

‘In the field of banking and monetary statistics, for example, it is essential to have easily available com- 
pilations of 1 monthly data going back over extended periods of time. The latest extensive compilation in 


this area published by the Federal Reserve Board in 1943 was Banking and Monetary Statistics, statistics 
fb akin, monetary, and other financial developments, November 1943, 979 pages. 
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COMMENTS OF STAFF OF FEDERAL RESERVE BOARD 


LETTER OF TRANSMITTAL 


BoarpD OF GOVERNORS 
OF THE FrDERAL RESERVE SYSTEM, 
Washington, September 15, 1958. 
Hon. J. W. Fu.sricnt, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Dear Senator Fuutsricut: Thank you for your letter of August 26 
inviting comments by the Board’s staff on the revised draft of the 
paper, enclosed with your letter, prepared by Dr. Asher Achinstein of 
the staff of the Legislative Reference Service of the Librar y of Congress 
under the heading, ‘Federal Reserve Policy and Economic Stability, 
1951-57.” 

Because we ourselves are continually studying and reviewing 
System experience to search out the lessons it may hold in guidance 
for the future, the Board and its staff welcome efforts by others to 
review System policies and actions critically in development of 
standards for a more perfect execution of monetary responsibilities. 

As the attached comments by our staff indicate, however, it is 
disappointing that this paper, while fully explicit as to the personal 
evaluation of the author, fails to state what monetary actions may or 
may not be expected to accomplish in economic stabilization or to 
set forth any standards for measuring the performance of monetary 
policy. This omission deprives the reader of a basis for judging either 
the validity or objectivity of the author’s conclusions. 

The Board will appreciate having the attached comments published 
in the printed report along with this letter. 

Sincerely yours, 
Wm. McC. Martin, Jr. 
81 









CoMMENTS BY THE STAFF OF THE BoARD oF GOVERNORS OF THE 
FrDERAL RESERVE SYSTEM ON THE Report “FrpERAL RESERVE 
Poticy AND Economic Srasitity, 1951-57,” sy Dr. AsHErR 
ACHINSTEIN OF THE LEGISLATIVE REFERENCE SERVICE OF THE 
LIBRARY OF CONGRESS 


The report has been reviewed with care in recognition that critical 
evaluation may help toward perfecting the application of monetary 
policy. From this point of view, the paper suffers from three major 
defects. 

First, its economic analysis envisages a more drastic recession in 
1958 than actually developed. The author’s views were formulated 
before it was generally realized that the 1957-58 recession had come 
to an end. Hence, the paper reflects, both explicitly and implicitly, 
the general foreboding of early last spring that the recession of 1957-58 
would be long and severe. The same forebodings were prevalent 
during the downturn phases of the recessions of 1948-49 and 1953-54. 
Happily, in all three cases forebodings proved wrong. For the third 
time in the postwar period, recessionary tendencies in this country 
have proved to be short-lived adjustme nts and have been followed 
by renewed and vigorous expansion. 

Much of this paper—and particularly the discussion of 1957— 
would now need revision. For example, from a reading of this 
document anyone would be surprised to learn that, even before it 
had been published, the recession of 1957-58 was regarded as among 
the shortest and mildest (in terms of total man- -hours of work lost 
in the economy as a whole) in American history. Surely, this fact 
is relevant to any judgment on the precautionary policies pursued by 
the Federal Reserve System in 1957. 

There is, and has been, practically no informed opinion among 
economists that fluctuations in business activity can be entirely 
eliminated from a free market economy. Accordingly, it is out of 
focus to concentrate, as does the author, on the fact that fluctuations 
occurred. The ideal, and aspiration, has been that instability be 
minimized. The question for objective appraisal is whether or not 
Kederal Reserve policies since 1951 have tended to mitigate or to 
accentuate economic instability. This question, moreover, must be 
considered in relation to the actual situation when monetary actions 
were taken, including any concurrent actions of a stabilizing or de- 
stabilizing nature by other Government agencies. Thus considered, 
a judicious view would surely be that without the monetary actions 
taken by the Federal Reserve since 1951 the booms would have been 
more exuberant and the recessions more severe. 

Second, the author attempts to evaluate the effectiveness of mone- 
tary policies without adequate recognition of the principles and guides 
on the basis of which these policies have been determined, or presen- 
tation of an alternative set of standards. As a result, the paper has 
serious limitations for a reader seeking a balanced appraisal of the 
effects of Federal Reserve policy. What, for example, should be the 
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relation of monetary actions to stability or instability in the economy? 
Also, are Federal Reserve ac tions the ‘sole factor for stability on the 
side of public responsibility, or is economic stability also affected by 
taxing and spending policies, by agricultural policies, and by other 
public policies such as those that govern the terms and conditions in 
the insurance and guaranty of home mortgages? If other public 
policies also influence economic stability, is it not incumbent upon the 
author to state concretely and definitely his concept of the relative 
role of monetary policy in the years discussed and to analyze the extent 
to which monetary policy was aided or vitiated by other public actions? 

Third, the paper fails to deal adequately with the most persistently 
grave threat to economic stability during the postwar period—infla- 
tion. At some points, it ignores inflation as a problem, and at others 
it plays down the problem. 

For example, the paper evaluates Federal Reserve policy actions in 
1956-57 as though the economy were not in the grip of an active 
wage-price spiral. It ignores the growing tendency throughout the 
economy after mid-1956 to hedge against inflation by incorporating in 
longer term contracts escalator clauses for higher wage and other 
costs, and the consequent speeding up of the wage-price spiral. It 
also ignores the growing tendency on the part of business management 
in this period to anticipate future construction needs in an effort to 
avoid expected future increases in construction costs, and the effects 
of these anticipatory decisions on construction costs and surplus plant 
capacity. As a result the paper gives inadequate recognition to the 
effect of the developing inflationary psychosis on the prices of fixed- 
interest securities, and on the level of long-term interest rates. 

Expectations of renewed inflation are at least as widespread today 
as they were in the early summer of 1957. They constitute the major 
current threat to the continued progress of our recovery. Investors 
are being urged on all sides to shift their holdings to common stocks as 
hedges against inflation. This is illustrated by the growth and forma- 
tion of investment trusts and by the decisions on the part of private 
pension trusts to increase the proportion of common stocks to bonds 
held in their portfolios. The sale of bonds—which constitutes the 
only means for raising market funds to finance public expenditures, 
State and municipal as well as Federal, and a principal means of 
financing industrial growth—is being se riously handicapped. Today, 
prices of common stocks have risen to a point where their average 
yields are below the yields of senior bonds of the same corporations 
and at approximately the same level as average yields on United 
States Government securities. 

Additional points which may be helpful in reading the paper are: 

(1) In its criticism of monetary actions through open market and 
discount operations, no account is taken of the complications caused 
by Treasury debt management problems and the relation of Treasury 
refinancing and financing operations to the timing of monetary actions. 

(2) Unfavorable comments on the use of available instruments for 
monetary policy are frequently accompanied by favorable comments 
on the possible revival of regulation of mortgage credit and of con- 
sumer credit, the authority for which, as supplementary instruments 
of credit control, has been discontinued by the Congress. And yet 
the paper offers no analysis of the problems or limitations of the latter 
type of instrument. 
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(3) In his detailed comments on restrictive Federal Reserve policy 
in 1952-53, 1955, and 1957, the author appears to favor a sledge- 
hammer approach of sharper and more rapid actions on the basis of 
forecasts presumed to be accurate. Perhaps preoccupation with the 
sledge-hammer approach in applying monetary actions accounts for 
the author’s surprise that the Federal Open Market Committee 
through the first three quarters of 1957 was weighing meticulously all 
aspects of the current economic situation in order to detect promptly 
any evidences of downturn. The Federal Open Market Committee’s 
record was entirely consistent, of course, with the System’s public 
posture of monetary restraint during the period in view of the 
evidence that the economy was in the grips of a demand-pull cost-push 
inflation and of the danger that speculative excesses would lead to 
serious liquidation and severe economic recession. 

(4) The paper suggests some avenues of inquiry that afford promise, 
as for example when it takes up in critical vein what it terms certain 
limitations in the use of the tools of monetary policy, and fiscal and 
debt management policy, for promoting economic stability. How- 
ever, the inquiry does not go beyond recognizing that the fallibility in 
foreseeing the future that attends all forms of human endeavor extends 
to monetary policy. Indeed, the author makes the point that mone- 
tary policy has unusual virtues, at least in comparison with fiscal 
policy and debt management policy, in that its flexibility enables the 
monetary authorities to minimize errors of diagnosis by more speedily 
steering a different course to meet changing conditions. 
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SUMMARY OF ACTIVITIES 
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Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


STATEMENT CONCERNING THE ACTIVITIES OF THE SENATE 
COMMITTEE ON POST OFFICE AND CIVIL SERVICE 


During the 85th Congress, 231 legislative proposals were referred 
to and considered by the Senate Committee on Post Office and Civil 
Service. Making up the total were 173 Senate bills, 9 Senate resolu- 
tions, 1 Senate joint resolution, 26 commemorative stamp bills, 20 
House bills, and 2 House resolutions. 

Seventy-four of the 173 Senate bills were disposed of by committee 
action as follows: 44 by incorporation into bills acted upon or set aside 
because of action upon similar bills and 30 favorably reported in the 
Senate. Of the 30 so reported, 24 were enacted into law and 6 were 
still pending when the session ended. 

Eight of the nine Senate resolutions received final action of a favor- 
able nature. 

The 1 Senate joint resolution was not acted upon nor were any of the 
26 commemorative stamp bills because of a long-standing committee 
resolution to the effect that the issuance of commemorative stamps is 
an administrative matter to be handled by the Postmaster General. 

Nineteen of the 20 House bills were acted upon favorably by the 
committee of which 15 became public law, 2 became private law, and 
2 were vetoed by the President. Only one House bill remained on 
the committee calendar when the session ended. 

Both House resolutions received favorable action and were enacted 
into public law. 

Three thousand four hundred and thirty-nine postmaster nomina- 
tions were referred to the committee, of which only 348 were still 
pending when the session ended. 
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2 SUMMARY OF ACTIVITIES 


Twelve executive nominations were referred to the committee, of 
which 11 were reported favorably and 1 of which was withdrawn by 
the President prior to formal action by the committee. 

The committee held public hearings on 65 different dates on 20 
legislative matters and on 5 executive nominations. 

‘Staff conducted studies on a var iety of matters and on three such 
occasions formal reports were published. 

The accomplishments of the committee during the 85th Congress 
were of a broad and far-reaching nature extending into every area in 
which it has legislative responsibility. Constructive legislation was 
enacted with respect to postal operations, policy, rates and salaries; 
classified and other employee salaries; retirement, life insurance, and 
other types of employee benefits; census activities; and, the Federal 
archives. 

These varied and often complex measures were enacted only because 
of the dedication to duty, understanding, cooperation, and hard work 
exhibited by the members of the committee, both collectively and 
individually. This report would not be complete without a special 
word of sincere thanks and appreciation from me on behalf of the 
public generally and all Federal employees in particular to each 
member for his contribution to the work and program of the com- 
mittee during the 85th Congress. 

The committee owes a special debt of gratitude and word of appre- 
ciation to the members of the Citizens Advisory Committee who 
individually and collectively contributed so much to the development 
and eventual establishment in law of a firm, fair, and farsighted 
postal policy. The establishment of such a policy long has been an 
objective of the committee and is viewed by those familiar with the 
problem as an accomplishment that will stand as a monumental 
achievement for years to come. The significance of the policy is 
explained in some detail on page 8 in the body of the report as a part 
of the explanation of Public Law 426 (H. R. 5836). 

Also, the committee was assisted by an efficient and effective staff 
that served tirelessly and with great devotion in carrying an unusually 
heavy workload over an extended period of time. 

The committee and staff may well view the accomplishments during 
the past 2 years with justified pride and rightful satisfaction. 


Ourn D. JoHNsTON. 


LEGISLATION APPROVED BY THE SENATE COMMITTEE ON 
POST OFFICE AND CIVIL SERVICE DURING THE 85TH 
CONGRESS 


SENATE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW 





Public 
Law 





Explanation of provisions 


65 | This legislation makes a corrective change in 


101 


136 


189 


207 





Public Law 854, which became effective Oct. 1, 
1956, in order to prevent the imposition of an 
inequity on a limited number of employees. 

Public Law 854 amended prior law to require 
that interest be charged on refunds of employee 
contributions to the retirement fund through 
periods of separation from the service. Pre- 
viously, interest was chargeable only through 
periods of Federal employment. 

In approving this measure, the committee 
reaffirmed its belief in the principle embodied 
in Public Law 854; i. e., that an employee should 


be charged interest for the entire period he has | 


the use of his deposits to the retirement fund 
whether he is in or out of the Federal service. 
However, the language of the provision was 
held to have a retroactive effect instead of a 
prospective effect as was intended. This 


would have inflicted an inequitable requirement | 


on employees who had periods of separation 
from the service and obtained refunds of their 
deposits to the retirement fund prior to the 
effective date of the change inlaw. Public Law 
65 removes the inequity by making the pro- 
visions of Public Law 854 applicable only to 
separations occuring and refunds obtained after 
the effective date of the change in law. 

This legislation excludes some 10,000 civilian 
officers and members of crews of vessels oper- 
ated by the Department of Defense from the 
provisions of the Performance Rating Act of 
1950 because of the impracticability of apply- 
ing its provisions to such employees. 

This legislation authorizes the establishment of 2 
GS-—18’s, 1 GS-17, and 2 GS-16’s positions in 
the National Security Council. The establish- 
ment of these positions was authorized in order 
to permit the transfer of the employees filling 
them from the Central Intelligence Agency to 
the National Security Council. 

This legislation provides that certain employees 
in the postal field service assigned to road duty, 
and rural carriers, receive the benefit of holi- 
days created by Executive order or other ad- 
ministrative action by the President to the 
same extent as other Federal employees. 


This legislation is designed to provide certain 
changes in the census law intended to improve 
results and provide greater uniformity in the 
areas covered. 





Senate bill 


S. 601 (Mr. Johnston 
of South Carolina). 


S. 1412 (Mr. Johnston 
of South Carolina). 


S. 1884 (Mr. Johnston 
of South Carolina). 


S. 919 (Mr. Johnston 
of South Carolina, 
for himself, 

Mr. Hennings, 
Mr. Neuberger, 
Mr. Humphrey, 
Mr. Carlson, Mr. 
Langer, Mr. Pur- 
tell, and Mr. Case 
of New Jersey). 

8. 1631 (Mr. Johnston 
of South Carolina). 
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SUMMARY OF ACTIVITIES 


SENATE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW—Con. 


Public 
Law 


“J 


340 


399 


| 


| 
| 
} 
| 








Explanation of provisions 


This legislation makes uniform the termination 
dates of the franking privileges by former 
Members of Congress which under previous 
law were not the same. 


This legislation authorizes the continuance of 
aecounts and the issuanee of checks in the 
name of the disbursing officer for the Post 


Office Department, in the ease of his death, 
resignation, or separation from office, until the 
last day of the 2d month following the month 
in which the vacancy occurred j 
facilitate operations. 

This legislation authorizes the Civil Service 
mission use funds out of 
ployees’ group life insurance account to defray 
the administrative expens« taking over the 
life-insurance policies of employees previously 


in order to 
(om- 
to the Federal em- 


ol 


carried by certain employee beneficial associa- 
tions. 

This legislation increased the equipment main- 
tenance allowance for rural carriers from 9 to 
10 cents per mile, or $3.50 per day, whichever 

\ 


an addi- 
2.50 pe 


is greater LiSO, provision is made for 
tional allowance of not to per day 
to carriers serving heavily patronized routes. 

gislation entitled ‘‘The Federal Employees 


Increase Act of 1958’ did the following: 


1 


exceed 


PAY INCREASES 


1. An automatic increase of 10 percent retro- 


active to the Ist pay period commencing on or 
after Jan. 1958, was given to the following 
groups of employees: 
Category Number 

(a) Classification Act____- 980, 000 
(b) Judicial branch _ ‘ ‘ 4, 100 
(c) Legislative branch __- ; 6, 200 

(d) Department of Medicine 

and Surgery, Veterans’ 
Administration _ x 19, 500 

(e) Foreign Service, Depart- 
ment of State__......-- 12, 500 
Teel oc 2: Sc ... ¥, 022300 
2. It extended the temporary cost-of-living 


adjustment to employees of the postal service 
who received none or only a portion of the tem- 
yorary adjustment under the Postal Pay Act. 
That was done by giving an additional 1 percent 
to employees in level 7 who, under the postal 
bill received only 134 percent, and by giving a 
full 244 percent to employees in level 8 and 
above; thus, making sure that all employees 
in the postal field service received equal treat- 
ment. 

3. It authorized a comparable increase on a 
retroactive basis for officers and employees 
whose rates of compensation are fixed by ad- 
ministrative action. 


Senate bill 


Ta 


. 2500 (Mr. Johnston 
of South Carolina). 


Te 


. 916 (Mr. Johnston 
of South Carolina). 


f2 


. 1740 (Mr. Johnston 
of South Carolina). 


J 


3050 Mr. Yar- 
borough for himself 
and Mr. Proxmire). 


734 (Mr. Johnston 
of South Carolina, 
for himself and Mr. 
Neuberger). 
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SUMMARY OF ACTIVITIES 


SENATE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW—Con. 


Public Explanation of provisions 
Law 
SUPERGRADE POSITIONS 
162 The number of authorized supergrade posi- 
(con.) tions was increased as follows: 
Grade | From To Increase 
1. Civil Service Commis- 
sion general allot 
ment for allocation to 
the Government de 
partments and agen 
cic GS-18 130 159 29 
GS-17 329 401 72 
GS-16 767 953 186 
Subtotal 1,226 | 1,513 287 
2. United States Courts, 
Administrative Office GS-17 4 4 
3. Immigration and Natu- 
ralization Service GS-17 ll 
GS-16 i 
4. Federal Bureau of Inv 
tigation 37 75 38 
Total ; , 274 1, 603 329 
SCIENTIFIC AND PROFESSIONAL POSITIONS 
The number of authorized scientifie and pro- 
fessional positions (salary range $12,000 to 
£19,000) was increased as follows: 
{gency From To Increase 
Departme nt of Defense 120 292 72 
National Securit, 
Agency 25 50 25 
National Advisory Com- 
mittee for Aeronauties 30 90 60 
Departme nt of Interior 5 5 
Depart ent of Avriecul 
ture 5 5 
Department of Health, 
Education, and. Wel- 
fare S 5 
Department of { om 
merce 25 25 
National Institutes of 
Health 25 25 
Total 175 197 322 

165 This legislation inereases retirement benefits 
based on service terminated prior to Oct. 1, 
1956, by 10 percent but not to exceed $500 in 
the case of annuitants or $250 in the case of 
widows 

The law also grants for the Ist time survivor 
annuities to widows and widowers of former 
employees and retired employees who died 
prior to Feb. 28, 1948, the beginning date of 
such benefits under the retirement system. 

507 rhis legislation authorizes the executive branch 
to use facilities either in or outside the Govern- 
ment deemed necessary to provide specialized 
training to Federal employees as a means of 
increasing efficiency and performance. 

31736—58——2 


Senate bill 


S. 72 (Mr. Carlson). 


S. 385 (Mr. Johnston 
of South Carolina, 
for himself and 
Mr. Neuberger). 
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SENATE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW—Con. 


550 


789 


849 


S58 


SUMMARY OF ACTIVITIES 


Explanation of provisions 


This legislation provides overtime pay for firemen 
and other employees when they are required 
to work in excess of regularly scheduled tours 
of duty. Such employees now receive over- 
time rates for hours in excess of 40 per week 
within their regular tours (usually 72 hours per 
week) but nothing extra for unscheduled duty 
in excess of such established tours. 

This legislation implements item 1 of the memo- 
randum of understanding attached to the treaty 
between the Government of the United States 
and the Republic of Panama governing condi- 
tions of employment in the Canal Zone. 

This legislation relieves the Attorney General from 
serving as a member of the Board of Trustees of 
the Postal Savings System by providing that 
membership on the Board shall consist of the 
Postmaster General and the Secretary of the 
Treasury. 

This legislation gives each former President en- 
titlement to (1) a $25,000 annual annuity, 
2) $50,000 annually for an office staff, (3) office 
space, and (4) the franking privilege. 

The legislation also provides entitlement to a 
$10,000 annual annuity to widows of former 
Presidents. 

This legislation makes a technical correction in 

Public Law 820, 84th Cong., so as to make that 

ure more effective in preventing the dis- 

tril of obscene and pornographie matter 
through the mails. 

This legislation is designed to facilitate the trans- 
fer of highly qualified Federal employees for 
limited pe riods of service to international or- 
ganizations in which the United States par- 
ticipates 

This legisla accords retirement coverage to a 
limited number of rural carriers who served 
under temporary war service appointments 
during the pe riod Oct. 23, 1943, to Mar. 5. 19 16, 
but who were not converted to ‘‘war service 
indefinite’ pursuant to Executive Order 9378 
because of administrative omission or error and, 
thus, were de prived of the entitlement to retire- 
ment coverage. 

This legislation amends the‘Postal Rate Increase 
Act of 1958, so as to continue the -cent per 
piece minimum on publications mailed for de- 
livery within the county of publication but not 
entitled to free-in-county mailing. 

This legislation extends the benefits of the’Admin- 
istrative Expenses Act of 1946, as ‘amended, to 
certain Presidential appointees so that in the 
future they like other employees may be reim- 
bursed for transportation costs in returning 
from their posts of duty outside tthe United 
States to places of actual residence for the pur- 
pose of taking leave or prior to beginning 
another tour of duty. 











Senate bill 


S$. 1901 (Mr. Johnston 
of South Carolina). 


S. 1850 (Mr. Johnston 
of South Carolina). 


S. 2033 (Mr. Johnston 
of South Carolina). 


S. 607 (Mr. Mon- 


roney). 


S. 4287 (Mr. Mon- 
roney). 


S. 4004 (Mr. Johnston 
of South Carolina 


S. 3564 (Mr. Johnston 
of South Carolina). 


me 


S. 4191 (Mr. Mon- 


roney 


‘ 


S. 1903 (Mr. Butler). 





Pe 


SUMMARY OF ACTIVITIES 
SENATE BILLS APPROVED, BY;\COM MITTEE WHICH BECAME LAW 


Public Explanation of provisions Senate bill 
Law 


7 


Con. 


872 | This legislation is designed to shorten the delay in | 8. 25 (Mr. Johnston 
of 


making effective increases in compensation of 
wage-board employees. Generally, the act 
provides that such increases shall become effec- 
tive not later than the beginning of the Ist pay 
period which begins on or after the 45th day 
following the date on which the collection of 
data was ordered. 


South Carolina). 


928 | This legislation increases the compensation of the | 8.4096 (Mr. Johnston 
members of the Board of Parole to $17,500. of South Carolina). 





SUMMARY OF ACTIVITIES 


Explanation of provisions 


This legislation authorizes 3-year contracts for the opera- 
tion of postal stations instead of 2 vears as permitted 
under prior law. 

The Post Office Department testified that the change 

would reduce costs and permit retention of experienced 
and efficient contractors. 
This legislation revises the law relating to short-paid mail 
and undelivered mail to the extent necessary to carry 
out the basic principle of the Postal Policy Act of 1958 
that postal rates and tees should be adjusted from time 
to time so that postal revenues will more nearly equal 
expenses. 

The act directs the Postmaster General to prescribe 
charges for collection on delivery of mail containing in- 
sufficient postage. Such charges are in addition to the 
postage prescribed by law. 

This legislation grants permanent authority to the Post 
Office Department for the establishment of postal facili- 
ties at installations of the Armed Forces. 


This legislation revises the law relating to the advertising 


for bids for star route contracts. 

The act eliminates group printing and advertising on 
a regional basis but does require that each route be ad- 
vertised on a local basis. 

This legislation establishes postal policy, increases postal 
rates and adjusts the pay of postal employees. 

Title I—Postal Policy.—This title contains findings by 
the Congress with respect to the Postal Establishment, 
and its operations, a declaration of policy, an identifica- 
tion of ‘“‘public services” performed by the Postal Estab- 
lishment and provision for appropriations to cover postal 
losses on such services, a requirement for studies and re- 
ports by the Postmaster General, and a clause stipulat- 
ing that the policy does not require a reduction in 4th- 
class mail rates. 

Findings.—Sec. 102 sets forth findings of Congress 
that the Postal Establishment was created to unite more 
closely the public, promote the general welfare and econ- 
omy; that it has been extended and enlarged to provide 
greater service and that Congress has given encourage- 
ment to its expanded use through reasonable and special 
rates; that this expanded use has given rise to the origin 
and growth of many and varied businesses; that his- 
torically there has evolved an accepted relationship 
between the several classes of mail; that while the Postal 
Establishment should be operated efficiently it clearly 
is not a business enterprise conducted for profit or for 
raising general funds and that it would be unfair to re- 
quire 1 class of users of the mail to bear the expenses 
incurred by reason of concessions granted other users or 
to carry the expenses of the department resulting from 
services performed of a public or nonpostal nature; and, 
that in the public interest a clear declaration of policy is 
necessary. 

Policy.—Sec. 103 declares it to be the policy of Con 
gress that the Postal Establishment is a public service 
and sets forth general principles and standards to provide 
a more stable basis for the establishment and adjust- 
ment of postal rates. A major principle is that the sum 
of such public service items as determined by the Con- 
gress should be assumed by the Federal Government 
and paid out of the general fund of the Treasury and 
should not constitute direct charges in the form of rates 
and fees upon any class of user of the mails. 








HOUSE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW 


House bill 


H.R. 7907 


H.R. 7910 


H.R. 4815 


H. 


t. 9240 


H. R. 5836 


” 





SUMMARY OF ACTIVITIES 9 


HOUSE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW—Con. 


Public | Explanation of provisions House bill 
Law | 


| 


Public services.—Sec. 104 identifies the public service 
activities of the Postal Establishment and makes provi- 
sion for appropriations out of the general fund of the 
Treasury equal to 

(1) the total loss resulting from the transmission in 
the mails free of postage or at reduced rates of certain 
enumerated mail matter; 

(2) the loss resulting from the operation of such 
prime and necessary public services as the star route 
system and the third- and fourth-class post offices; 

(3) the loss incurred in performing nonpostal serv- 
ices, such as the sale of documentary stamps for the 
Department of the Treasury; 

(4) the loss incurred in performing special services, 
such as cash on delivery, insured mail, special de- 
livery, and money orders; and 

(5) the additional cost of transporting United 
States mail by foreign air carriers at a Universal 

| Postal Union rate in excess of the rate prescribed for 
United States carriers. 
| | The language and intent of the Postal Policy Act of 
1958 as set forth in title 1 of Public Law 426 approved 
May 27, 1958, is unmistakably clear. The law says ex- 
actly what Congress meant and means exactly what it 
says. To hold otherwise is to acclaim that Congress 
either did not mean what it said or did not say what it 
meant. Yet, to the utter astonishment of the commit- 
tee that was done by the Postmaster General before the 
Senate Committee on Appropriations when he testified 

on H. R. 13450, an act making supplemental appropria- 
tions for the fiscal year ending June 30, 1959, and for 
other purposes. 

Notwithstanding the clear mandate of the law as set 
1 forth in see. 104 (2) that appropriations out of the gen- 
{i eral funds of the Treasury shall be made for ‘‘the loss re- 
H sulting from the operation of such prime and necessary 
| public services as the star route system and the third- 
and fourth-class post offices’? the Postmaster General in 
his prepared testimony stated, ‘‘The Post Office Depart- 
» | ment, however, is presenting no estimates and request- 
\ ing no appropriation of funds under this heading * * *.”’ 
| It cannot be said that the Post Office Department was 

] 

; 








} 





not fully familiar with the provision for it was this one 
item that held up the final agreement in conference for | 
days during which time the conferees and the Depart- 
ment were in constant touch with each other. 

The Department should not contend that it cannot 
provide reasonable cost figures when to serve its pur- 
pose it is always able to give precise figures to reflect | 
savings in support of administrative actions such as the 
abolishment of an office or a reorganization of any kind. | 
Kither figures in the later instances are of no value or 
figures could just as well have been provided in the first 

instance. 
The committee will wish, no doubt, to consider early | 





in the next session ways and means of seeing that the 
provisions of the Postal Policy Act are fully complied 
| with. Studies are now under way to provide the full 

information in the event the committee will want to 
| broaden this provision 





10 SUMMARY OF ACTIVITIES 


HOUSE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW—Con. 


Public Explanation of provisions House bill 
Law 


Title II]—Postal Rates.—This title increases every 
major postal rate on mail of the Ist, 2d, and 3d class. 
When all increases have become effective, postal revenues 
will be increased by just short of $600 million annually. 

Title III—Postal Modernization Fund.—This title 
establishes a postal modernization fund from which the 
Postmaster General may make expenditures for research, 
development, acquisition, and operation of improved 
equipment and facilities. 

Title I1V—Postal Salary Increases.—This title gives a 
permanent increase of 7% percent to all employees in the 
field service of the Post Office Department. In addition, 
employees in levels 1 through 6 of the Postal Field 
Schedule and at comparable rates in the other schedules 
received an additional temporary increase of 244 percent 
and employees in level 7 and at comparable rates in the 
other schedules an additional 14% percent. 

Nore.—Subsequently, Public Law 462 further ad- 
justed the compensation of employees in the postal field 
service so that all such employees received a full 74 per- 
cent permanent increase plus a 24 percent temporary 
increase on an equal basis. 

$32 | This legislation corrects 2 separate, but related, inequitable | H. R 7930 
conditions which have arisen in connection with the 
transfer of a small number of employees to the postal 
field service. 

The first relates to anniversary dates for automatic 
advancement to a higher step. Involved are a small 
number of employees who were transferred from the 
classified service to the postal field service by operation 
of the Postal Field Service Compensation Act of 1955. 
This act preserved the anniversary dates of employees 
already in the postal field service but made no similar 
provision for employees being transferred in. 

The second inequity relates to the crediting of prior 
service under the Classification Act for purposes of lon- 
gevity step increases under the Postal VField Service 
Compensation Act of 1955. Involved are a number of 
employees who were transferred from the Postal Ac- 
counts Division of the General Accounting Office, where 
they had performed postal accounting functions, to the 
Post Office Department. 

This act extends protection in each instance which was 
omitted from the Postal Field Compensation Act of 1955. 

538 | This legislation is designed to provide civilian employees  H. R. 10504 
of nonappropriated fund instrumentalities of the De- 
partment of Defense with a means for the adjudication 
of claims for compensation for death or disability in- 
curred in the course of their employment. 

The act provides for the adjudication of such claims 
by the Secretary of Labor under procedures established 
pursuant to the Longshoremen’s and Harbor Workers’ 
Compensation Act 





SUMMARY OF ACTIVITIES 11 


HOUSE BILLS APPROVED BY COMMITTEE WHICH BECAME LAW—Con. 


Public Explanation of provisions House bill 
Law 


560 | This legislation is designed to eliminate certain adminis- | H. R. 10320 
trative problems and losses incurred by the Post Office 
Department in the handling of business reply mail. 

The act authorizes the acceptance by the Post Office 
Department of business reply mail without limitation as 
to weight. It requires payment of postage at the Ist- 
class rate plus 2 cents for each piece weighing 2 ounces 
or less and 5 cents for each piece weighing more than 2 
ounces. The extra charge above the regular Ist-class 
rate is to cover the cost of collecting the postage at the 

point of delivery. 

661 This legislation authorizes a refund of voluntary contribu- | 
tions made to the retirement fund for the purpose of | 

purchasing an increased annuity at any time prior to the | 

receipt of any annuity payment. 

Prior law did not permit such a refund while the em- 
ployee was still in the service or even upon separation if 
the individual was at such time entitled to an immediate 
annuity. 

737 | This legislation is intended to clarify and make more uni- | H. R. 1168 
form application of the “downgrading’’ act. 

751 | This legislation amends existing law under which certain | H. R. 13404 
postal employees were denied credit for pay purposes for 
postal service performed in the Panama Canal Zone. 

772 | This legislation amends existing law to provide continuity | H. 
of retirement coverage when an employee becomes a 
Member of Congress. 

847 | This legislation provides reinstatement rights to the com- | H. R. 9407 
petitive civil service to a small group of employees who | 
through a technicality were excluded from the benefits of | 
Public Law 380, 84th Cong. 

The bill also extends conversion rights to employees 
who failed to file timely application for conversion to | 
career or career-conditional appointments because of ad- 
ministrative error by their employing agencies. 

893 | This legislation establishes a 10-mile limit in lieu of a 5- | H. R. 10495 
mile limit for the establishment of postal stations and 
branch offices outside the corporate limits of the city 
wherein the main post office is located. 

Also, by Senate amendment the effective date of the 
increase in odd-sized pieces of mail of the 3d class is post- 
poned from Aug. 1, 1958, to May 1, 1959. 

914 | Under existing law, although certain employees serving | H. Re 7710 
overseas are permitted to accumulate 45 days annual 
leave, payment to their beneficiaries, should they die, is 
limited to 30 days. 

This act authorizes payment for the full amount of 
such accumulated annual leave. 


H.R. 4640 


— 


2. 8606 
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STATEMENT OF THE CHAIRMAN 


There were 64 Senate bills, 2 House bills, 3 Senate joint resolutions, 
6 Senate resolutions, and 1 Senate concurrent resolution referred to 
the committee during the 85th Congress, 2d session. Fifteen of these 
bills and resolutions were reported to the Senate, and the Senate 
acted favorably on 14 of these measures. In addition, the committee 
reported favorably to the Senate seven nominations to positions in 
the executive branch, and the Senate confirmed all these nominations. 

The recorded activities of the committee are covered in the summary 
which follows. The summary includes an account of all bills and 
resolutions acted upon by the committee either through hearings or 
reports, as well as additional legislative studies completed or in progress 
during the 2d session of the 85th Congress. 

J. W. Fu.sricnr. 
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NOVEMBER 4, 1958.—Ordered to be printed under authority of the order of the 
Senate of August 24, 1958 





Mr. Fuusricut, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


Bills and resolutions reported by Senate Banking and Currency Committee, 8dth 
Cong., 2d sess. 


No. Description | Senate Re- Final action 


| port No, 

8. 2920 . | Small business disaster loans.._..--- oa 1185 | Public Law 85-335. 

8. 3149 Increased Export-Import Bank lending au- | 270 | Public Law 85-424, 
| thority. | | 

8. 3418._..........| 1958 emergency housing legislation _......----- 1349 Public Law 85-364, 

G, SURE. 5 «sss Export Control Act extension _-_-....--- ake! 1427 | Public Law 85-466. 

8S. 3497 Community Facilities Act of 1958.......--.-- | 1431 | Passed Senate Apr. 16, 
| | 1958. 

| | 

8. 3683 .-| Area Redevelopment Act......-.......--.--- 1494 | Passed Senate May 13, 
1958. Passed House 
Aug. 15,1958. Vetoed. 

8. J. Res. 171 | Increase in FHA mortgage insurance author- | 1615 | Public Law 85-442. 
| ization. | 

8. 3651-..- ----| Small Business Investment Act of 1958 1652 | Public Law 85-699, 

i ideas 1 | | Defense Production Act Amendments of 1958_-| 1708 | Public Law 85-471. 

H. R. 7963. | Small Business Act va 1714 | Public Law 85-536. 

H. R. 12586. ‘ Extend authority of Federal Reserve banks to 1731 | Public Law 85-476. 

purchase United States obligations directly 
from the Treasury. 

8. 4035 Housing Act of 1958-- Scale abiaaesite ia sal 1732 | Passed Senate July 11, 
| | 1958. 

S. Res. 264..-- | International Development Association. .--- 1832 | Passed Senate July 23, 
1958. 

B, SAGE nucsune Defense Production Borrowing Authority... .--| 2091 

S. J. Res. 201. -- Medal for Rear Admiral Rickover--..._.-- | (2) | Public Law 85-826. 








1 Became public law. 
? No written report. 
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SpeciaL Reports OF SENATE BANKING AND CURRENCY COMMITTEE FOR THE 
2p Session, 85TH CONGRESS 


Report on Review of Voluntary Agreements Program; Expansion of Machine- 
Tool Industry, submitted by the Attorney General, Feb. 19, 1958. (Committee 
print.) 

Financing Small Business, report by the Federal Reserve System. Apr. 11, 1958. 
(Committee print.) 

Development Corporations and Authorities, Apr. 18, 1958. (Committee print.) 

Report of the Board of Governors, Federal Reserve System, on Bank Holding 
Tuaiaane Act, May 7, 1958. (Committee print.) 

Report on Review of Voluntary Agreements Program; the Newsprint Industry, 
submitted by the Attorney General, May 20, 1958. (Committee print.) 
Report on Review of Voluntary Agreements Program; Guaranteed Loans, sub- 

mitted by the Attorney General, Aug. 20, 1958. . (Committee print.) 

Report on Federal Reserve Policy and Economic Stability 1951-57, Oct. 10, 1958, 
S. Rept. 2500. 


CURRENCY AND COINAGE LEGISLATION 
RICKOVER MEDAL 
{S. J. Res. 201] 
[Public Law 85-826, approved August 28, 1958] 


To authorize the chairman of the Joint Committee on Atomic Energy to confer 
a medal on Rear Adm. Hyman George Rickover, United States Navy 


History or LEGISLATION 


Senate Joint Resolution 201 was introduced by Senator Anderson 
and 47 other Senators on August 13, 1958. It was reported, without 
amendment, by Senator Fulbright on August 14, 1958, and was passed 
by the Senate on August 18, 1958, and by the House on the same date. 


DiGest OF STATUTE 


This statute authorizes and directs the Secretary of the Treasury 
to strike a gold medal to be presented to Rear Adm. Hyman George 
Rickover by the chairman of the Joint Committee on Atomic Energy 
in recognition of Admiral Rickover’s direction of the development and 
construction of the world’s first nuclear-powered ships and the first 
large-scale nuclear power reactor devoted exclusively to the production 
of electricity. The Secretary of the Treasury is also directed to coin 
duplicates of the medal in bronze for sale to the public. 


FEDERAL RESERVE LEGISLATION 


EXTENDING FOR 2 YEARS AUTHORITY OF FEDERAL RESERVE 
BANKS TO PURCHASE UNITED STATES OBLIGATIONS DIRECTLY 
FROM THE TREASURY 

(H. R. 12586] 


‘ 
[Public Law 85-476, approved June 30, 1958] 


To amend section 14 (b) of the Federal Reserve Act, as amended, to extend for 
2 years the authority of Federal Reserve banks to purchase United States 


obligations directly from the Treasury 


History or LEGISLATION 


H. R. 12586 was introduced by Representative Spence on May 20, 
1958. It was reported favorably to the House on June 13, 1958 
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(H. Rept. 1880). It was passed by the House of Representatives on 
June 16, 1958, and referred to the Senate. The bill was reported 
favorably from the committee to the Senate on June 19, 1958 (S. 
Rept. 1731). [S. 3886, a companion measure, had been introduced 
by Senator Fulbright on May 22, 1958.] H. R. 12586 passed the 
Senate on June 23, 1958, and was approved by the President on June 
30, 1958, becoming Public Law 85-476. 


Diarest or LEGISLATION 


The bill extends for 2 years, through June 30, 1960, the authority 
of Federal Reserve banks, under direction and regulation of the Fed- 
eral Open Market Committee, to purchase directly from or sell 
directly to the United States through the Department of the Treas- 
ury certain obligations. These may be bonds, notes, or other direct 
obligations of the United States or obligations fully guaranteed as to 
principal and interest by the United States. At any one time the 12 
Federal Reserve banks may not hold more than $5 billion of such 
obligations. The Board of Governors of the Federal Reserve System 
is required to include in its annual report to the Congress detailed 
information about such direct purchases or sales. 


AppDITIONAL ACTIVITIES IN THE FEDERAL RESERVE FIELD 


The Treasury-Federal Reserve Accord of 1951 restored the inde- 
pendence of the Federal Reserve from the Treasury. Since that time 
monetary policy has increasingly been in the forefront of discussion in 
newspapers and periodicals, in academic circles, and in Congress. 

In view of the differences of opinion expressed regarding the effec- 
tiveness and wisdom of these policies and the likelihood that Congress 
will be considering a number of measures relating to monetary policy 
and economic stability, the Committee considered it important to 
review the Federal Reserve policies since the accord. It was thought 
desirable to have an independent analysis made which would throw 
light on the adequacy and the use of the tools employed by the Federal 
Reserve Board. 

For this reason it was requested that the services of Dr. Asher 
Achinstein, senior specialist in the Legislative Reference Service of 
the Library of Congress, be made available to prepare this report. 
This study has been printed as Senate Report 2500. 


HOUSING LEGISLATION 
EMERGENCY HOUSING LEGISLATION—1958 
[S. 3418] 

[Public Law 85-364, approved April 1, 1958] 


To stimulate residential construction 
History or LEGISLATION 


3418 was introduced as a committee bill on March 6, 1958, by 
Senator Sparkman following hearings held on March 4, 1958, on S. 
2995, S. 3258, S. 3336, and S. 3373. The bill, S. 3418, was reported 


S. Rept. 2503, 85-2-——-2 
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by Senator Sparkman on March 6, 1958 (S. Rept. 1349); passed the 
Senate, with amendments, on March 12, 19: 58; and passed the House, 
without amendments, on March 19, 1958. The bill was approved 
by the President on April 1, 1958, becoming Public Law 85-364. 


Digest oF LEGISLATION 


Section 1.—Amends sections 203 and 220 of the National Housing 
Act in order to decrease the minimum downpayment under FHA’s 
sales housing programs. Under prior law. FHA-insured sales housing 
mortgages could not exceed 97 percent of the first $10,000 of FHA- 
appraised value (or of replacement cost in the case of certain pro- 
grams) ; 85 percent of the next $6,000; and 70 percent of the remaining 
appraised value. Where the house was not subject to FHA inspec- 
tions during construction and construction had been completed less 
than 1 year before the mortgage insurance, the ratio with respect to 
the first $10,000 was 90 percent. Under this ac t, the 97 percent and 
90 percent ratios are applied to the first $13,500 of appraised value 
(or replacement cost) rather than to the first $10,000, and the 85 
percent ratio is applied to the next $2,500, rather than to the next 
$6,000. This increase in the maximum mortgage ratio has the 
corresponding effect of decreasing minimum downpayments. 

Section 2.—Amends section 305 (c) of the National Housing Act by 
increasing from $450 million to $950 million the Federal National 
Mortgage Association’s special assistance fund made available to the 
President for the purchase of home mortgages which are not otherwise 
marketable, and for the purchase of home mortgages generally as a 
means of aiding and maintaining the stability of a high- ‘level national 
economy. 

Section 3.—(a) Amends section 305 (f) of the National Housing 
Act by sedibiortiteny an additional $25 million to FNMA for the 
purchase of military rental housing mortgages insured by FHA under 
section 803 of that act and $25 million for the purchase of sales housing 
mortgages at military research and deve lopment centers where the 
mortgages are insured by FHA under section 809 of that act. 

(6) Amends section 803 (b) of the National Housing Act by increas- 
ing from 4 percent to 4% percent the interest rate ceiling on FHA 
section 803 military housing mortgages. 

Section 4.—Amends section 305 of the National Housing Act by 

reating a new Federal National Mortgage Association special assist- 

ance category, with a revolving fund of $1 billion, for the purchase of 
FHA: and GI mortgage loans on new homes where the loan does not 
exceed $13,500. 

Section 5.—(a) Amends section 512 of the Servicemen’s Readjust- 
ment Act of 1944, by revising and extending the entire section in 
order to— 

(1) Define direct loan areas as rural areas and small cities and 
towns not near large metropolitan areas. (Existing law does not 
contain geographical limitations.) 

(2) Provide that the interest rate on direct loans may not ex- 
ceed the interest rate on guaranteed loans. 

(3) Increase the maximum loan amount under the direct loan 
program from $10,000 to $13,500. 

(4) Authorize the VA Administrator to reserve direct loan 
funds for 3 months under commitments to builders for a 2-percent 
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fee. Private lenders would receive the commitment fee if such 
lenders purchase these loans within 60 days following VA dis- 
bursement. The VA would make construction advances up to 
an amount equal to cost of land, plus 80 percent of value of 
improvements. 

(5) Extend the direct loan program by 2 years and 25 days to 
July 25, 1960. The 25 days is added in order to make the expira- 
tion date of the direct loan program coterminus with the expira- 
tion date of the loan guaranty program for World War II 
veterans. 

(6) Require VA to begin immediate processing of all direct 
loan applications, such processing to run conc urrently with a 
20-day working period (excluding ‘Saturdays, Sundays, and legal 
holidays) allowed for V oluntary Home Mortgage Credit Program 
action. This 20-day period may be extended by 10 additional 
working days in cases where the VH MCP Committee expects to 
place the loan with a private lender within the 10 additional 
days. 

(b) Amends section 513 of the Servicemen’s Readjustment Act of 
1944 to make available $150 million for the direct loan program during 
each of the fiscal years 1959 and 1960, and $50 million for each quarter 
of fiscal year 1958 remaining unexpired upon enactment of this act. 

(c) Technical amendment relating to the date on which the VA 
guaranty of home loans made by supervised lenders becomes effective. 

(d) Amends section 500 and 507 (a) of the Servicemen’s Readjust- 
ment Act of 1944 to extend the loan guaranty program for 2 years 
until July 25, 1960, for World War II veterans. 

(ec) Amends section 500 (b) of the Servicemen’s Readjustment Act 
of 1944, to permit the interest rate to be adjusted by the VA Adminis- 
trator, with approval of the Secretary of the Treasury, up to a ceiling 
of 4% percent, provided that the rate established must be at least 
one-half of 1 percent below the rate established by the FHA Com- 
missioner for FHA loans under section 203 (b) (5) of the National 
Housing Act. 

Section 6.—Re peals section 605 of the Housing Act of 1957 which 
provided that the Commissioner of the FHA and the Administrator 
of the VA shall regulate discounts on FH A-insured and VA-guaranteed 
loans. 


HOUSING ACT OF 1958 
[S. 4035] 
To extend and amend laws relating to the provisions and improvement of housing 
and the renewal of urban communities, and for other purposes 


History or LEGISLATION 


S. 4035 was a committee bill reported by Senator Sparkman on 
June 19, 1958 (S. Rept. 1732). S. 4035 was papeeene by the com- 
mittee after consideration of the ee bills: S. 2791, S. 2865, 


S. 2872, S. 2992, S. 3064, S. 3213, S. 3281, 3351, S. 3398, S 3399, 
ee oO 3484, S. 3 548, S oe Ss. : 37 17 i ’ 3 378] > Ss 3. 3805, S. 3813, . 3824, 
5. 3855, S. 3871, S. 3885, Senate Joint Resolution 153, and a com- 


mittee print. Open hearings on this general housing legislation were 
held on May 12, 13, 14, 15, 19, 20, 21, and 22, 1958, and testimony, 








6 SUMMARY OF ACTIVITIES 


statements, and reports were received from many Federal agencies, 
private individuals, and organizations. S. 4035 was passed “by the 
Senate with amendments on July 11, 1958, and was sent to the House 
of Representatives, where it was referred to the Banking and Currency 
Committee. The bill was not passed by the House of Representatives 
and thus was not enacted into law. 


Dicest or BIL 
TITLE I—FHA INSURANCE PROGRAMS 


Property improvement loans 

Section 101.—Amends section 2 (a) of the National Housing Act 
to extend the title | property improvement program of the FHA 
1 year until September 30, 1960. 


Technical 

Section 102.—Technical. Makes cross-references between FHA 
section 204 (payment of insurance) and the six insurance programs 
to which this provision applies. 

Mortgage ceilings for sales housing 

Section 103—(a) Amends section 203 (b) (2) of the National 
Housing Act (regular sales housing program) to increase the maxi- 
mum mortgage amount which may be insured by FHA 7: sales hous- 
ing, as follows: From $20,000 to $22,500 on 1I- family homes; from 
$20,000 to $25,000 on 2-family homes; and from $27,500 to $30,000 
on 3-family homes. The existing ceiling of $35,000 on 4-family homes 
would not be changed. 

(6) Amends section 203 (b) (8) of the National Housing Act (reg- 
ular sales housing program) to increase the nonoccupant owner’s 
maximum loan to the maximum permitted the homeowner—the non- 
occupant owner would put into escrow 15 percent of the mortgage 
amount for 18 months or until he sells the property. (A nonoccupant 
owner is now permitted 85 percent of the mortgage amount available 
to a homeowner.) 

(c) Amends section 203 (i) of the National Housing Act (housing 
in rural and outlying areas) to permit an increase from $8,000 to 
$9,000 in the maximum insurable loan. 


Regular rental housing program 

Section 104.—Amends section 207 of the National Housing Act 
to delete all provisions relating to housing for elderly persons, since 
the proposed bill (in title IL) establishes a new FHA section 229 
program of mortgage insurance for elderly persons’ housing. 

The present dollar limitations on the maximum amount of a section 
207 mortgage would be increased, as follows: 


Present Proposed 
oe 7 ss ain paella 
| Perunitif | Per unit if 
Per room under 4 Perroom | under4 
rooms | rooms 
Garden type-- Slee $2, 250 $8, 100 | $2, 500 $9, 000 


NNR Foca 8 a og ar 2, 700 8, 409 | s 000 | 9, 400 
Increase for high-cost areas_.-....----- a 1, 000 ae -| SE ic Sidmdndona ve 
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Amends section 207 (c) (3) to increase the mortgage limits for 
trailer courts or parks from $1,000 to $1,500 per space, and from 
$300,000 to $500,000 per mortgage. 


Cooperative housing 

Section 105.—(a) Amends section 213 (b) (2) of the National Hous- 
ing Act to— 

(1) Increase the maximum loan ratio from 90 percent of replace- 
ment cost (95 percent of replacement cost if 50 percent of the co- 
operators are veterans) to 97 percent of replacement cost; and 

(2) Increase the present dollar limitations on the maximum loan 
amount to the same amounts allowed for section 207. 

(b) Amends section 213 (d) to permit the inclusion of community 
(but not commercial) facilities in mortgages on property held by sales- 
type and investor-sponsored cooperatives. 

Mortgage ceilings for Alaska, Guam, and Hawaii 

Section 106.—Amends section 214 of the National Housing Act 
to provide that the 50 percent higher mortgage amount which the 
FHA Commissioner, at his discretion, may allow in the Territories 
of Alaska, Guam, and Hawaii, may be applied to high-cost-area 
mortgage amounts in the programs where such high-cost-area pro- 
visions pertain. 

General mortgage insurance authorization 

Section 107.—Amends section 217 of the National Housing Act to 
increase FHA’s general mortgage insurance authorization by $4 billion 
for the fiscal years beginning July 1, 1959, July 1, 1960, July 1, 1961, 
and July 1, 1962. Unused authorization would lapse at the end of each 
fiscal year except 1963. 

Repeal of obsolete provision 

Section 108.—Repeals section 218 of the National Housing Act, 
an obsolete provision, which permitted the transfer of application 
fees from the FHA section 608 program to the section 207, regular 
rental housing program. 


Housing in urban renewal areas 

Section 109.—(a) Amends section 220 (d) (3) (A) of the National 
Housing Act (urban renewal housing) to increase the maximum mort- 
gage amount which may be insured by FHA on sales housing, as 
follows: from $20,000 to $22,500 on 1-family homes; from $20,000 to 
$25,000 on 2-family homes; and from $27,500 to $30,000 on 3-family 
homes. The existing ceiling of $35,000 on 4-family homes would not 
be changed. 

(6) Amends section 220 (d) (3) (B) of the National Housing Act 
(housing in urban renewal areas) to establish higher dollar limita- 
tions on the maximum amount of the mortgage on multifamily hous- 
ing in urban renewal areas. The new ceilings would be the same as 
those proposed for FHA’s section 207 (regular rental housing) program. 

Amends section 220 to change the maximum permissible loan ratio 
from 90 percent of replacement cost (which may include a 10-percent 
allowance for builder’s and sponsor’s profit and risk) to 100 percent 
of replacement cost (excluding any allowance for builder’s and 
sponsor’s profit and risk). 
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Permits exterior land improvements (as defined by the FHA Com- 
missioner) to be included in the mortgage without being computed as 
part of the per room or per unit cost limitations. 


Relocation housing 

Section 110.—Amends section 221 of the National Housing Act 
(relocation housing) to extend the benefits of the program to any 
family displaced within the environs of a community that has a 
workable program. 

Section 111.—(a) Amends section 221 (d) (2) in order to 

(1) Rate the maximum insurable as for the construction 
or rehabilitation of sales housing from $9,000 to $10,000 in nor- 
mal cost areas, and from $10,000 to $12,000 in high-cost areas; 
and 

(2) Make eligible for mortgage insurance 2-, 3-, and 4-family 
dwellings which meet FHA minimum property standards and 
appropriate State and local housing ordinances or regulations. 

(6) Increases the maximum insurable mortgage amount for multi- 
family projects from $9,000 to $10,000 per unit (from $10,000 to 
$12,000 in high-cost areas), and changes the valuation basis for com- 
puting the maximum insurable amount on relocation rental housing 
constructed by nonprofit mortgagors. At present private nonprofit 
corporations and public agencies are eligible for FHA-insured loans 
equal to 100 percent of the Commissioner’s estimate of value. This 
subsection would place such mortgage insurance on a cost instead of 
a value basis for new construction. 

This subsection would also make section 221 mortgage insurance 
available to other than nonprofit mortgagors for the production of 
rental housing for displa uced families, on the same basis as section 220 
redev elopment housing; i. e., the mortgage would be in an amount 
equal to the estim: ated re plac ement cost or actual certified cost (which- 
ever is lower), exclusive of any allowance for builder’s and sponsor’s 
profit and risk. 

(c) Amends section 212 (a) of the National Housing Act to apply 
the prevailing wage requirements of the Davis-Bacon Act to multi- 
family (10 or more families) structures under FHA section 221 (re- 
aes housing). 

Section 112.—Amends section 222 (b) of the National Housing Act 
(mortgage insurance for servicemen) to (1) permit the benefits of sec- 
tion 222 in the purchase of property constructed under the provisions 
of section 203 (i), and (2) increase the maximum insurable mortgage 
from $17,100 to $20,000. 

Cost certification 

Section 113.—Amends section 227 of the National Housing Act to 
revise the cost certification requirements affecting FHA section 220, 
section 221, and the proposed section 229 in accordance with amend- 
ments made by other sections of this bill. 


TITLE II—HOUSING FOR THE ELDERLY 


Section 201.—Adds a new section 229 to the National Housing Act 
to provide a new program of housing for elderly persons. 
The dollar limits on the maximum amount of the mortgage 
would be the same as those proposed for FHA’s section 207 (regular 
rental housing) program. 
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(2) Would permit insurance of mortgages up to 100 percent of 
replacement cost for nonprofit corporations, and 100 percent of re- 
placement cost (excluding any allowance for builder’s and sponsor’s 
profit and risk) for other than nonprofit corporations. 

(3) Would require that not less than 50 percent of the living units 
in the project be designed specially for use and occupancy by elderly 
persons. Elderly persons would be given a preference or priority of 
opportunity to rent all units. 

(4) The economic soundness test of FHA’s regular rental housing 
program (sec. 207) would not be applicable to the new program for 
elderly persons. 

(5) The FHA Commissioner would be authorized to establish 
regulations and restrictions as to rents, charges, capital structure, 
po of return and methods of operation. 

(6) The provisions of FHA section 212 would apply the prevailing 
wage requirement of the Davis-Bacon Act, except that the wages 
which must be certified under the Davis-Bacon Act may be reduced 
by such amounts as are voluntarily donated, and the FHA deter- 
- to have been fully credited to a nonprofit mortgagor. 

) Would include a provision making proprietary nursing homes 
eligible for FHA mortgage insurance, up to 75 percent of the value 
of the new or rehabilitated property. 


TITLE III—URBAN RENEWAL 
Statewide planning 
Section 301.—Amends section 101 (b) of the Housing Act of 1949 
by directing the HHFA Administrator to encourage the utilization of 
State agencies to provide effective solutions for urban renewal prob- 
lems of smaller communities. 


Grant authorization 

Section 302.—Amends section 103 (b) of the Housing Act of 1949 to 
provide a 6-year, $1.8 billion slum clearance and urban renewal 
program, with an annual capital grant authorization of $300 million, 
which could be increased by $150 million in any one year. 


Repayment of uncollectible advances 

Section 303.—Amends section 103 (b) of the Housing Act of 1949 
to authorize the use of urban renewal grant funds to repay Treasury 
loans made to finance urban planning advances which are now un- 
collectible because of cancellation of the project. 


Community renewal programs 

Section 304.—Amends section 103 of the Housing Act of 1949 by 
adding a new subsection (c) to authorize planning grants for the 
preparation of ‘‘community renewal programs,’’ which would enable 
a community to survey its urban renewal needs and resources, and 
schedule projects. 
Technical 

Section 305.—Technical. Amends section 105 (b) of the Housing 
Act of 1949 to facilitate public improvements involving the Feder al 
Government and the District of Columbia in connection with urban 
renewal projects. 

Section 806.—Amends section 106 (e) of the Housing Act of 1949 
to eliminate the provision in existing law that not more than 12% 
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percent of the total loan authorization may be obligated in any one 
State; does not alter the 12% percent State limitation on grant au- 
thorization. 


Relocation payments 

Section 307.—(a) Amends section 106 (f) of the Housing Act of 1949 
to authorize relocation payments when the displacement is a result of 
governmental activity in an urban renewal area, and of programs of 
voluntary repair and rehabilitation; increases from $100 to $200 the 
maximum amount of relocation payments to individuals and families. 

(6) Amends section 106 by adding a new subsection (h) to give 
business concerns which are displaced from urban renewal areas a 
priority of opportunity, insofar as practicable and desirable (as 
determined by the local governing body), to purchase or lease com- 
mercial or industrial facilities provided in connection with area 
redevelopment. 
Planning requirements 

Section 8308.—Amends section 110 (b) of the Housing Act of 1949 to 
authorize the HHFA Administrator to expedite urban renewal projects 
by permitting him to omit or to simplify present detailed requirements 
for the urban renewal plan. 
Nonresidential development 

Section 309.—Amends section 110 (c) of the Housing Act of 1949 to 
permit up to 15 percent (now 10 percent) of the total capital grant 
authorization to be used for areas which are not predominantly 
residential, and which are not to be redeveloped for predominantly 
residential uses, even if such areas do not include a substantial number 
of slum dwellings as presently required. 
Noncash grants-in-aid 

Section 310.—Amends section 110 (d) of the Housing Act of 1949 to 
provide that where a community has an approved community renewal 
program, improvements and facilities that are otherwise eligible may 
be credited as local grants-in-aid to urban renewal projects, “provided 
their commencement does not precede the loan and grant contract 
for the project by more than 5 years. The same would apply to similar 
improvements and facilities provided in connection with any renewal 
project covered by a general neighborhood renewal program. 


Credit for interest payments 

Section 311.—Amends section 110 (e) of the Housing Act of 1949 to 
authorize the HHFA to include interest on advances by a city (local 
public funds) as an item of gross project cost for an urban renewal 
project. 
Uniform date 

Section 312.—Amends section 110 (g) of the Housing Act of 1949 to 
make uniform the date for determining the application of the “going 
Federal rate’ of interest under urban renewal contracts. 


Technical 


Section 313.—Makes various conforming amendments. 
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Federal recognition 

Section 314.—Waives the requirement in section 110 (d) of the 
Housing Act of 1949 for communities whose projects could not obtain 
Federal recognition during the period from January 1, 1957, through 
December 31, 1958, because of limitations on the HHFA Administrator 
to make capital grants or to reserve funds. Under existing law, such 
Federal recognition is required to enable the local community to 
include local activities and facilities as noncash grants-in-aid. 
Urban planning 


Section 315.—Amends section 701 of the Housing Act of 1954 
(grants to assist urban planning) to extend the scope of the urban 
planning grant program to include any group of adjacent communities, 
having a total population of less than 25,000, and having common or 
related urban planning problems resulting from rapid urbanization. 


TITLE IV—-LOW-RENT HOUSING 


Declaration of policy 


Section 401.—Amends section 1 of the United States Housing Act 
of 1937 by adding to the declaration of policy the following new 
objective: to give local public agencies more responsibility for the 
operation of their projects. 

Rents and income limits 

Section 402.—Amends several sections of the United States Housing 
Act of 1937 to permit local public agencies to set rents and income 
limits for their low-rent projects, subject to a statutory ceiling on 
income limits. 

(a) and (6) Technical. Amend sections 2 (1) and 15 (7) (b) to 
delete provisions to be covered by other sections of the act. 

Amends section 15 (8) (a) to authorize the local agency to fix 
maximum income limits for admission and continued occupancy. 
This statutory ceiling would differ from existing law in 2 respects: 
(1) the present $100 exemption for each minor or adult dependent is 
eliminated; (2) the 20 percent gap requirement is waived for dis- 
placed families. Also removes the Public Housing Administration’s 
authority to require the prior approval of spec ific income limits set 
by the local agency. 

(d) and (e) Amend sections 15 (8) (b) and 15 (8) (d) to remove 
references to the Public Housing Administration’s power of prior 
approval of specific income limits. 

(f) Repeals section 502 (b) of the Housing Act of 1948, relating to 
the exemption of benefits for disability or death occurring in connec- 
tion with military service, which is incorporated in the basic act by 
subsection (c) above. 


Annual contributions and residual receipts 

Section 408.—(a) Amends section 10 (b) of the United States 
Housing Act of 1937 to provide that fixed annual contributions be 
equal to level debt service (principal plus interest) on outstanding 
debt. 

(6) Amends section 10 (c) to provide that residual receipts (rental 
income minus operating costs) be divided on the basis of two-thirds 


S. Rept. 2508, 85-2 
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for advance amortization of capital debt and one-third to the local 
agency solely for low-rent housing use. 

Also requires a local agency to submit an independent audit and 
independent certification of compliance with the act, and provides 
that such certification shall, in the absence of fraud or of evidence of 
violation of the 1937 act or waste or extravagance or neglect or expendi- 
tures which are not reasonably compatible with the operation of low- 
rental public housing disclosed by financial post-audits pursuant to 
sections 814 and 816 of the Housing Act of 1954, be accepted as final 
and conclusive by all officers of the Federal Government. 

(c) Technical. Amends section 22 (b) to delete a reference which 
would no longer appear in the act, as amended. 


Authorization 

Section 404.—Amends section 10 (i) of the act of 1937 by increasing 
the authorization for new annual contribution contracts by an addi- 
tional 35,000 units to become available July 1, 1959. It would also 
extend from 2 to 3 years the period during which the 3 authorizations 
of 35,000 units would be available. This would make available for 1 
additional year, until July 31, 1959, any units not contracted for under 
the first authorization which now expires July 31, 1958, would extend 
the second authorization to July 1, 1960, and make the new authoriza- 
tion available until July 1, 1962. 


Amendment of existing contracts 

Section 405._-Amends the United States Housing Act of 1937 by 
adding a new section 30 to provide that existing annual contribution 
contracts shall be revised, upon request of local agencies, in accord- 
ance with the terms of the act of 1937 as it is amended at any time, 
provided that the interest of the holders of outstanding bonds is not 
jeopardized. 
Low-rent housing in urban renewal areas 

Section 406.—Amends section 107 of the Housing Act of 1949 to 
facilitate the development of low-rent housing in urban renewal areas. 
Under existing law, when a new public housing project is located out- 
side of an urban renewal area, the locality is required to make a local 
contribution in the form of tax exemption, but if located within an 
urban renewal area a further local contribution is required equal to 
one-third of the write-down in land value. The proposed amendment 
would eliminate this difference by accepting tax exemption as the only 
required local contribution for low-rent projects in urban renewal areas. 


TITLE V—COLLEGE HOUSING 


Section 501.—Amends section 401 (d) of the Housing Act of 1950 
to increase the revolving fund for college housing loans by $400 million 
(the present ceiling is $925 million). Of the $400 million increase, 
$50 million is reserved for ‘other educational facilities’? increasing 
the reservation for this purpose from $100 million to $150 million, 
and $50 million is reserved for student-nurse and intern housing 
facilities, increasing the reservation for this purpose from $25 million 
to $75 million. 


—_— =. 
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Section 502. Amends title IV of the Housing Act of 1950 by 
adding new sec Sie 405 and 406 which authorize the Administrator 
to make and guaranty loans to educational institutions for the con- 
struction of new, or rehabilitation of existing, classrooms, laboratories 
and related facilities, including equipment and utilities. 

(b) Authorizes a revolving fund of $125 million to finance the new 
loan program, and $250 million to finance the new guaranty program, 


TITLE VI—-ARMED SERVICES HOUSING 


Section 601.—(a) Amends section 803 (a) of the National Housing 
Act to extend the military housing program (secs. 803 and 809) for 
l e - until June 30, 1960. 

Amends section 803 (b) to increase from 25 years to 30 years 
wit seelii di maturity of mortgages insured under this section. 

Section 602.—(a) Amends title VIII of the National Housing Act 
by adding a new section 810 to authorize the FHA Commissioner to 
insure mortgages on single-family and multifamily projects, the need 
for which is certified by the Secretary of Defense. Insurance would 
be on an “acceptable risk” rather than an “economic soundness’’ basis. 
The projects would be held for rental for a period of not less than 
5 years unless released by the military for sale. Priority in rental 
or sale is given to military personnel and essential civilian personnel 
of the armed services as evidenced by certification issued by the 
Secretary of Defense. 

(b) Amends section 808 of the N National Housing Act to make appli- 
“ale the provisions of section 227 of the National Housing Act (cost 
certification). 

(c) Amends section 212 (a) of the National Housing Act to make 
applicable the prevailing wage requirement of the Davis-Bacon Act. 

(d) Amends section 305 (f) of the National Housing Act to make 
section 810 mortgages eligible for purchase by the Federal National 
Mortgage Association under its special assistance functions. 

Section 603.—(a) and (6) Amend sections 404 (a) and (b) of the 
Housing Amendments of 1955 to permit the Secretary of Defense 
to acquire FHA section 207 rental projects, if completed prior to 
July 1, 1952, and certified by the Department of Defense as necessary 
for military housing purposes, and to make the acquisition of such 
projects mandatory if section 803 housing is constructed in the area 
of the FHA section 207 projects. 

(c) Amends section 407 (f) of the act entitled ‘An act to authorize 
certain construc “— at military installations, and for other purposes,”’ 
approved August ; , 1957, in order to exempt FHA section 207 rental 
projects covered - this section from being declared “substandard”’ 
because the units in such projects do not meet minimum floor area 
prescribed for other military housing. 

Section 604.--Amends section 404 (c) of the Housing Amendments 
of 1955 to require that the issue of just compensation in cases involving 
the acquisition of Wherry housing projects be determined by arbitra- 
tion procedures, and directs the arbitration commission to give full 
consideration to replacement costs and fair depreciation. 
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TITLE VII—MISCELLANEOUS 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Section 701.—(a) Amends section 302 (b) of the National Housing 
Act to increase from $15,000 to $20,000 the dollar limit for mortgages 
purchased under the Federal National Mortgage Association’s second- 
ary market operations. 

(6) Amends section 305 (b) of the National Housing Act to extend 
for 1 year (until August 7, 1959) the requirement that the Federal 
National Mortgage Association purchase mortgages under its special 
assistance functions at par. 


FARM HOUSING RESEARCH 


Section 702.—-Amends section 603 (c) of the Housing Act of 1957 to 
extend the farm housing research eae for a period of 3 years, 
beginning July 1, 1959, and authorizes an annual appropriation of 
$100,000. 

SURVEYS OF PUBLIC WORKS PLANNING 

Section 703.—Amends section 702 of the Housing Act of 1954 by 
adding a new subsection (f) to authorize the Administrator to use, in 
any one fiscal year, up to $50,000 of the revolving fund to conduct 
surveys of the status and current volume of State and local public 
works planning and surveys of estimated requirements for State and 
local public works. 


SERVICEMEN’S READJUSTMENT ACT OF 1944 


Section 764.--(a) Amends section 500 (d) of the Servicemen’s Re- 
adjustment Act of 1944 to permit the VA to expand the existing class 
of ‘‘supervised lenders” io include a new category of mortgage lenders 
A “supervised lender’ is entitled to make a VA loan without prior 
approval by the VA. The new category would consist of “approved 
mortgagees” under the certified agency program of 8 FHA. The 
inclusion of the new category would not be automatic; each applicant 
ee be acceptable to the VA. 

) Amends sections 504 (c) and 514 of the Servicemen’s Readjust- 
me. Act of 1944 to authorize the Administrator of Veterans Affairs 
to prohibit builders and lenders from participating in the VA home 
loan programs, if such builders or lenders have been barred from the 
benefits of the National Housing Act by the Federal Housing Com- 
missioner. 

Amends section 513 (d) of the Servicemen’s Readjustment Act 
of 1944 to provide an additional $150 million for the VA direct home 
loan program. 

DISPOSAL OF PROJECTS 

Section 705.—(a) Amends section 607 of the act of October 14, 1940 
(Lanham Act), to authorize the PHA Commissioner to modify the 
terms of any contract relating to any housing projects disposed of by 
him to cooperatives. 

(6) Amends section 406 (c) of the Housing Act of 1956 to extend 
for a period of 2 years the time in which military personnel may 
continue to occupy war housing projects PA-36011 and PA-36012 
(Passayunk) which are presently owned by the Housing Authority of 


Philadelphia, Pa 
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FEDERAL HOUSING ADMINISTRATION GENERAL INSURANCE 
AUTHORIZATION 


[S. J. Res. 171] 
[Public Law 85-442, Approved June 4, 1958] 


To amend section 217 of the National Housing Act in order to increase by $4 
billion the mortgage insurance of the Federal Housing Administration 


History or LEGISLATION 


Senate Joint Resolution 171 was introduced by Senator Sparkman 
(for himself and Senator Capebart) on May 12, 1958. Testimony 
was taken on the resolution during the hearings on omnibus housing 
legislation on May 12-13, 1958, and the resolution was subsequently 
reported by the Senate Banking and Currency Committee on May 
20, 1958 (S. Rept. 1615). The joint resolution was passed by the 
Senate on May 28, 1958. The measure was passed by the House of 
Representatives on June 2, 1958. The bill was approved by the 
President on June 4, 1958, becoming Public Law 85-442. 


Dicrst oF STATUTE 


The statute amends section 217 of the National Housing Act in 
order to increase by $4 billion the mortgage insurance authorization of 
the Federal Housing Administration. Section 217 contains the mort- 
gage insurance authorization for all FHA programs, except the title 
I home improvement program and the title VIII military housing 
program. On May 12, 1958, it was estimated by the Federal Housing 
Commissioner that available authorization for FHA mortgage in- 
surance would be exhausted by mid-June 1958. It was estimated that 
the $4 billion in additional authorization would be sufficient to enable 
FHA to continue mortgage activity through fiscal 1959. 


COMMUNITY FACILITIES ACT OF 1958 
[S. 3497] 


To expand the public facilities loan program of the Community Facilities 
Administration of the Housing and Home Finance Agency, and for other 
purposes 


History or Bru 


S. 3497 was introduced by Senator Fulbright (for himself and 
Senators Sparkman, Hill, Monroney, Proxmire, Cooper, Clark, Long, 
Yarborough, Smathers, Mansfield, Frear, McNamara, Revercomb, 
Kefauver, and Humphrey) on March 17, 1958. The bill was referred 
to the Senate Committee on Banking and Currency. Open hearings 
were held by the commitiee on March 10, 25, and 26, 1958. The 
bill was amended by the committee and reported (S. Rept. 1431) on 
March 31, 1958. 5S. 3497, as amended, was passed by the Senate 
with amendments on April 16, 1958, and referred to the House of 
Representatives. The Banking and Currency Committee of the 
House of Representatives considered the bill, amended it in several 
respects, and reported it (H. Rept. 1859) to the House on June 6, 
1958. 











16 SUMMARY OF ACTIVITIES 


Dicest or Bri 


The bill, as amended and passed by the Senate, would have— 

1. Increased the fund for the public facility loan program from 
$100 million to $1 billion and would permit $400 million of the total 
fund to operate as a revolving fund. 

2. Revised the interest rate formula to produce a maximum rate, 
under then present conditions, of approximately 3% percent. 

3. Revised the maximum term of public facility loans from 40 to 
50 years (with an additional 2 years permissible under certain cir- 
cumstances). 

4. Removed provisions of existing law which had restricted loans 
only to small towns and cities. 

Revised provisions of existing law which had restricted loans 
almost exclusively for construction of water and sewer systems. 

Assured that all laborers and mechanics working on projects 
assisted received the prevailing rate of wage in the area. 

Increased the authorization for Federal planning advances from 
= million to $98 million. 

Directed the HHFA Administrator to conduct a study of the 
sain to which additional public facility loan funds may be neces- 
sary, and to report his findings to the Banking and Currency Com- 
mittees of the Senate and House of Representatives within 60 days 
after the enactment of the bill. 

The bill as reported to the House of Representatives differed from 
= Senate bill in the following major ways: 

Would not allow loans to be made to States or for public schools, 
see would specifically permit loans for public wholesale produce mar- 
kets and nursing homes. 

2. Would have increased the fund for public facility loans from $100 
million to $2 billion. 

Would have provided an interest rate maximum of 2% percent. 

4. Not more than 10 percent of the funds made available under the 
program could be used in any one State. 

Eliminated the study to be made by the HHFA Administrator 
to determine the extent to which additional public facility loans may 
be necessary. 


INTERNATIONAL FINANCE LEGISLATION 
INCREASED EXPORT-IMPORT BANK LENDING AUTHORITY 
[S. 3149—H. R. 10459] 


[Public Law 85-424, approved May 22, 1958] 


To increase the lending authority of the Export-Import Bank of Washington, 
and for other purposes 


History oF LEGISLATION 


In accordance with the President’s 1958 Budget Message and 
Economic Report, the Export-Import Bank of Washington on 
January 2, 1958, recommended a $2 billion increase in the lending 


and borrowing authority of the Bank. To accomplish this S. 3149 
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was introduced by Senator Fulbright (for himself and Senator Cape- 
hart) on January 27, 1958. Favorable comments were received from 
the Departments of State, Treasury, and Commerce. Letters in 
support of the bill were also received from the Chamber of Commerce 
of the United States and the National Foreign Trade Council, Ine. 
The bill was reported by Senator Fulbright on February 4, 1958 
(S. Rept. 1270). The bill was passed by the Senate on March 3, 
1958. Later on that day a motion to reconsider the action was made. 
The bill was reconsidered and was again passed by the Senate on 
March 20, 1958. 

The House Committee on Banking and Currency reported out 
H. R. 10459 on March 4, 1958 (H. Rept. 1450). On May 8, 1958, the 
House passed S. 3149, which was approved as Public Law 85-424 on 
May 22, 1958. 

Dicrest or LEGISLATION 


The law increased the lending authority of the Export-Import 
Bank of Washington by $2 billion, from $5 billion to $7 billion, and 
increased the authority of the bank to borrow funds from the Secretary 
of the Treasury by $2 billion, from $4 billion to $6 billion. 


EXPORT CONTROL 
[S. 3093—H. R. 10127] 
[Public Law 85-466, approved June 25, 1958] 


To extend for an additional period of 2 years the authority to regulate exports 
contained in the Export Control Act of 1949 


History or LEGISLATION 


In accordance with the President’s 1958 Budget Message, the 
Secretary of Commerce on January 20, 1958, requested an extension 
of the Export Control Act of 1949 for 2 years. In accordance with 
this request, Senator Fulbright (for himself and Senator Capehart) 
introduced 8S. 3093 on January 23, 1958. Favorable comments were 
received from the Departments of State, Defense, and Treasury. 
Hearings were held on March 13, 1958, at which favorable testimony 
was received from the Departments of State and Commerce. The 
bill was reported by Senator Fulbright on March 26, 1958 (S. Rept. 
1427). On April 22, 1958, the Senate passed S. 3093. 

H. R. 10127 was introduced on January 20, 1958. It was reported 
from the House Committee on Banking ‘and C urrency on March 10, 
1958 (H. Rept. 1487). On June 16, 1958, the House passed S. 3093, 
which was approved on June 25, 1958, as Publie Law 85-466. 


Dicrest or LEGISLATION 


The law extends for 2 years the authority of the President under 
the Export Control Act of 1949 to restrict or prohibit the exportation 
of any articles, materials, or supplies, including technical data, in 
order to protect the domestic economy, to promote the national 
security, and to further the foreign policy of the United States. 
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INTERNATIONAL DEVELOPMENT ASSOCIATION 
[S. Res. 264] 
History oF LEGISLATION 


Senate Resolution 264 was introduced by Senator Monroney (for 
himself and Senators Fulbright, Sparkman, Douglas, Clark, Proxmire, 
Bush, Case of New Jersey, Kennedy, Neuberger, Morse, Church, and 
Humphrey) on February 24, 1958. Hearings were held on March 18, 
19, and 20, 1958, at which representatives of the Departments of 
State, Treasury, Commerce, and Agriculture, and the Bureau of the 
Budget testified. The resolution was reported on July 12, 1958 (S. 


Rept. 1832). On July 23, 1958, the Senate passed the resolution. 
Dicrest oF LEGISLATION 


Senate Resolution 264 states that it is the sense of the Senate that 
prompt study should be given by the National Advisory Council on 
International Monetary and Financial Problems to the establishment 
of an International Development Association, as an affiliate of the 
International Bank for Reconstruction and Development. Under the 
resolution this study should include the consideration of the following 
objectives: (1) Providing a source of long-term loans available at 
reasonable rates of interest and repayable wholly or partly in local 
in local currencies to supplement International Bank lending activities; 
(2) facilitating the use of local and other foreign currencies, including 
those available to the United States; and (3) encouraging multilateral 
contributions for international economic development. 


PRODUCTION AND STABILIZATION LEGISLATION 
DEFENSE PRODUCTION ACT AMENDMENTS OF 1958 
[S. 3323—H. R. 10969] 

[Public Law 85-471, approved June 28, 1958] 


To extend the Defense Production Act of 1950, as amended 
History or LEGISLATION 


In accordance with the President’s 1958 Budget Message, the Office 
of Defense Mobilization on February 10, 1958, recommended a 2-year 
extension of the Defense Production Act of 1950, as amended. To 
accomplish this, S. 3323 was introduced by Senator Fulbright (for 
himself, Senator Robertson, and Senator Capehart) on February 21, 
1958. Favorable comments were received from the Departments of 
Commerce, Defense, State, Treasury, and Agriculture, and the Fed- 
eral Reserve Board. Hearings were held on the bill on June 12, 1958. 
[t was reported by Senator Fulbright on June 13, 1958 (5. Repi. 1708). 

An identical bill, H. R. 10969, was introduced in the House of 
Representatives on February 25, 1958. Ti was reporied by the House 
Banking and Currency Committee on June 12, 1958 (H. Rep:. 1873) 
and was passed by the House on June 16, 1958. On June 23, 1958, 
H. R. 10969 was passed by the Senate. Ii was approved on June 28, 
.1958, as Public Law 85-471. 
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Dicrest or LEGISLATION 


The law extends for 2 years, from June 30, 1958, to June 30, 1960, 
the remaining powers in the Defense Production Act of 1950, as 
amended; namely, title I dealing with allocations and priorities; title 
[II providing financial powers for the expansion of productive capacity 
and supply; and the general provisions of title VII of the act. 





DEFENSE PRODUCTION ACT BORROWING AUTHORITY 
[S. 4162] 


To further amend the Defense Production Act of 1950, as amended 
History or Brinn 


In accordance with a request from the Office of Defense Mobiliza- 
tion, Senator Fulbright (by request) introduced 5S. 4162 on July 21, 
1958. Favorable reports from the Departments of Agriculture, 
Interior, and the Treasury, and the General Services Administration 
were received. Hearings were held on July 28, 1958, and the bill 
was reported by Senator Robertson on August 1, 1958 (S. Rept. 2091). 
The bill was not passed by the Senate. 


Diacest or BIL 


The bill would have authorized the writing off of all losses sustained 
and all nonrecoverable expenses incurred prior to July 1, 1958, by the 
Government in carrying out functions under sections 302 and 303 of 
the Defense Production Act through the use of funds borrowed from 
the Treasury. In effect this would have increased the borrowing 
authority of the agencies operating under the act by an amount 
estimated by General Services Administration at approximately 
$284 million. 


AREA REDEVELOPMENT ACT 


[S. 104, 8. 964, S. 1433, S. 1854, S. 3447, and 8. 3683] 
History oF LEGISLATION 


S. 104, to assist areas to develop and maintain stable and diversi- 
fied economies by a program of financial and technical assistance and 
otherwise, was introduced by Senator Dirksen on January 7, 1957. 

S. 964, to establish an effective program to alleviate conditions of 
substantial and persistent unemployment and underemployment in 
certain economically depressed areas, was introduced by Senator 
Douglas (for himse lf and other Senators) on January 29, 1957. 

S. 1433, to assist areas to develop and maintain stable and diversi- 
fied economies by a program of financial and technical assistance and 
otherwise, was introduced on February 28, 1957, by Senator Martin 
of = nnsylvania (for himself and other Senators). 

1854, to amend the Employment Act of 1946, as amended, so as 
to eas a National Development Priorities Council, was intro- 
duced by Senator Flanders on April 12, 1957. 
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S. 3447, to establish an effective program to alleviate conditions 
of substantial and persistent unemployment and underemployment 
in certain economically depressed areas, was introduced by Senator 
Payne (for himself and other Senators) on March 11, 1958. 

S. 3683, to establish an effective program to allev iate conditions of 
substantial and persistent eneanen eae nt and underemployment in 
certain economically depressed areas, was introduced by Senator 
Douglas (for himself and other Senators) on April 23, 1958. 

He; -arings were held on S. 104, S. 954, S. 1433, and (beginning April 
12) S. 1854 by the Subcommittee on Production and Stabilization on 
March 6, 8, 11, 18, 14, April 9, 10, 12, 15, May 8, 14, and 15, 1957. 
The President’s 1958 Budget Message supported legislation to assist 
communities with basic problems of persistent unemployment in 
solving such problems. Further hearings were held by the sub- 
committee on February 24, 1958. 

S. 3683 was introduced on April 23, 1958, by Senator Douglas (for 
himself and Senators Payne, Roaslanian: Beall, Monroney, ‘Case of 
New Jersey, Clark, Ives, Proxmire, Potter, Murray, Chavez, Allott, 
Green, Cooper, Anderson, Javits, Kefauver, Hoblitzell, Hennings, 
Jackson, Kennedy, Mansfield, Symington, McNamara, Neuberger, 
Carroll, Church, Dirksen, Revercomb, Morse, Thye, Barrett, Mag- 
nuson, Young, Pastore, Humphrey, Langer, Aiken, and Kuchel). It 
was reported by Senator Douglas on April 28, 1958 (S. Rept. 1494). 
The Senate passed the bill on May 13, 1958. It was reported by the 
House Racine and Currency Committee on July 1, 1958 (H. Rept. 
2099), with ame ndments, and passed the House on August 15, 1958. 
On August 22, 1958, the Senate concurred in the House amendments. 

On Septe oie 6, 1958, the bill was vetoed by the President. 


Dicest or LEGISLATION 


The bill would have established an Area Redevelopment Adminis- 
tration as a constituent agency within the Housing and Home Finance 
Agency. It would have authorized the designation of ‘industrial 
redevelopment areas’ on the basis of substantial and persistent unem- 
ployment over extended periods of time, and “rural redevelopment 
areas’’ on the basis of the number and percentage of low income 
families and the extent of substantial and persistent unemployment 
and underemployment. 

Within these redevelopment areas, the bill would have authorized 
loans for industrial projects to applicants approved by the State or 
municipal agencies, with maturities up to 40 years, up to 65 percent 
of the cost of the project, with at least 10 percent of the cost coming 
from a State or municipal agency; and, in industrial redevelopment 
areas, at least 5 percent from nongovernmental sources. 

A revolving fund of $100 million would have been established for 
industrial projects in industrial redevelopment areas and a second $100 
million revolving fund would have been established for industrial 
projects in rural redevelopment areas 

Loans for public facilities which would contribute to the establish- 
ment or expansion of commercial or industrial facilities in a redevelop- 
ment area would have been authorized, up to 65 percent of the cost 
of the project, with at least 10 percent of the cost being supplied by the 
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State or municipality concerned. A $100 million revolving fund 
would have been established for such loans. 

To finance these loans, the Treasury would have been authorized, 
under the bill as it passed the Senate, to make loans to the new agency 
up to $300 million, bearing interest at a rate not exceeding the current 
average yields on outstanding marketable obligations of the United 
States of comparable maturities on the last day of the preceding month. 
Loans by the new agency for industrial projects or for public facilities 
were required to bear interest at the rate charged by the Treasury 
plus one-fourth of 1 percent. 

The bill would have authorized grants for public facilities in rede- 
velopment areas if and to the extent that loans or other assistance 
were not available and if the community volved contributed to the 
cost of the project, in proportion to its ability to pay. Appropriations 
of $75 million a year were authorized for these grants. 

The bill also would have authorized agencies to furnish technical 
assistance to redevelopment areas. It would have authorized urban 
renewal aid under title I of the Housing Act of 1949 without regard to 
the predominantly residential requirements of that title. It would 
have authorized vocational training and retraining of unemployed 
persons in redevelopment areas, and, as it passed the Senate, it would 
have authorized retraining subsistence payments for up to 13 weeks 
during the retraining period. 

The House amended the bill in a number of respects. Among the 
principal amendments were the elimination of the provision for loans 
for public facilities, the elimination of the authority to borrow from 
the Treasury in the case of loans for industrial or public facilities 
(appropriations were authorized instead of the authority to borrow), 
and the elimination of the retraining subsistence payments. 

The Senate accepted all the House amendments. 


SMALL BUSINESS LEGISLATION 
DISASTER LOANS IN AREAS AFFECTED BY EXCESSIVE RAINFALL 
[S. 2920] 
[Public Law 85-335, approved February 22, 1958] 


To provide for small-business disaster loans in areas affected by excessive rainfall 


History or LEGISLATION 


’ 


S. 2920 was introduced on January 9, 1958, by Senator Eastland 
(for himself and Senators Fulbright, Kefauver, Symington, Thye, 
and Stennis). A hearing was held on January 22, 1958, and the bill 
was reported on January 23, 1958 (S. Rept. 1185), without amend- 
ment, by Senator Fulbright. The bill was passed by the Senate on 
January 27, 1958; referred to the House Banking and Currency 
Committee on January 28, 1958; reported by the House Banking and 
Currency Committee on February 10, 1958 (H. Rept. 1333), without 
amendment; and passed by the House on aceaer 10, 1958. The 
bill was approved by the President on February 22, 1958, bec soming 
Public Law 85-335. 
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Diarest or LEGISLATION 


This act amended the Small Business Act of 1953, as amended, in 
two respects: (1) Adds the situation of “excessive rainfall” to the 
disastrous conditions which may create a need for disaster loans to 
small businesses, and makes such businesses eligible for disaster loans 
if the business is located in an area affected by excessive rainfall, and 
(2) changes statutory language governing eligibility for disaster loans 
arising from drought conditions to permit such loans to small busi- 
nesses located in an area “affected by a drought’ in lieu of prior 
language which required location in an area “where a drought is 
occurring. 


SMALL BUSINESS ACT 
[H. R. 7963] 
[Public Law 85-536, approved July 18, 1958] 


To amend the Small Business Act of 1953, as amended 
History or LEGISLATION 


H. R. 7963, which completely rewrites the Small Business Act of 
1953, was passed by the House of Re ‘presents atives on June 25, 1957. 
The Senate Banking and Currency Committee held hearings in the 
Ist and 2d sessions of the 85th Congress on H. R. 7963 and on other 
bills concerned with the programs of the Small Business Administra- 
tion and with related matters, as follows: S. 55, S. 244, 5S. 246, S. 300, 
S. 545, S. 720, S. 1762, S. 1789, S. 1992, S. 2184, S. 2729. Sl 2825, 
S. 2993, S. 3319, S. 3434, S. 3453, S. 3664, S. 3791, and Senate Resolu- 
tion 138 

After considering these bills the Senate Banking and Currency Com- 
mittee reported H. R. 7963 with several amendments (S. Rept. 1714). 
The bill passed the Senate with amendment July 1, 1958, and was 
sent to conference. The House of Representatives approved the con- 
ference report (H. Rept. 2135) on July 10, 1958, and the Senate 
approved the report on July 11, 1958. The bill was approved by the 
President on July 18, 1958, and became Public Law 85-536. 


Dicrst or LEGISLATION 


Section 2.—The Small Business Act is amended as follows: 


Section 2: Declares the policy of Congress that the Gov- 
ernment should aid, counsel, satint, and protect, as far as 
possible, the interest of small business concerns. It is 
further the policy of Congress that the Government should 
aid and assist victims of floods and other catastrophes. 

Section 3: Defines a small business concern as one which is 
independently owned and operated and is not dominant in 
its field of operation. In addition, the Administrator in 
making a detailed definition may use these criteria, among 
others: number of employees and dollar volume of business. 

Section 4 (a): Creates a Small Business Administration. 
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(b) Vests management of the Administration in an Admin- 
istrator appointed by the President with the advice and 
consent of the Senate. 

(c) Creates a revolving fund of $650 million of which no 
more than $500 million may be used for business loans, $125 
million for disaster loans, and $25 million for prime contracts. 

(d) Creates a Loan Policy Board in the SBA consisting of 
the Administrator and the Secretaries of the Treasury and 
Commerce which will establish policy to govern the granting 
or denial of applications for assistance by the SBA. 

Section 5 (a): Grants the Administrator authority to adopt 
a seal and to secure employees. 

(b) Lists the functions of the Administrator. 

(c) Permits the Administrator to hire temporary experts or 
consultants. 

Section 6 (a): Authorizes the Federal Reserve banks to 
act as depositaries, custodians, and fiscal agents for the SBA. 

(b) Directs the Administrator to contribute to the em- 
ployees’ compensation fund. 

Section 7 (a): Empowers the Administrator to make loans 
to small business for business purposes subject to the follow- 
ing limitations: (1) No financial assistance shall be given un- 
less it is not otherwise available on reasonable terms; (2) no 
immediate participation may be purchased unless it is shown 
that a deferred participation is not available and no loan 
may be made unless it is shown that a participation is not 
available; (3) in agreements to participate in loans on a 
deferred basis, such participation by SBA shall not be in ex- 
cess of 90 percent of the balance of the loan outstanding; 
(4) no loan shall be made which would exceed $350,000, with 
interest at 5% percent, except (5) when a group of businesses 
form a corporation for research and development the amount 
of $250,000 times the number of firms in the corporation may 
be loaned by SBA; (6) these corporations are to be en- 
couraged and exempt from antitrust laws; and (7) all loans 
must be so secured as to reasonably assure repayment. 

(b) 1. SBA may make loans made necessary by floods or 
other catastrophes. 

2. SBA may make loans in areas affected by drought or 
floods. No loans made under this subsection, including ex- 
tensions or renewals, shall exceed 20 years. The interest 
rate on SBA’s part of the loans shall not exceed 3 percent. 

) The SBA may further extend loans made under this 
section or RFC loans for a period of 10 years if this will assist 
in the orderly liquidation of the loan. 

Section 8 (a): 1. Empowers the SBA to enter into procure- 
ment contracts with the United States to furnish supplies, 
equipment, etc., to the Government. 

2. Empowers the SBA to arrange for the performance of 
such contract by negotiating subcontracts to small business 
concerns for the manufacture, etc., of the articles procured as 
may be necessary to enable the SBA to perform such con- 
tracts. 
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(b) a the SBA to— 

Provide technical and managerial aids to small 
alas concerns by advice and counseling ; 

2. Make a complete inventory of all productive facili- 
ties of small business concerns or arr ange for such an in- 
ventory to be made; 

Ascertain how such productive capacity can be 
more effectively utilized; 

4. Consult and cooperate with officers of the Govern- 
ment having procurement powers; 

Obtain information as to methods and practices 
which Government prime contractors utilize in letting 
subcontracts; 

6. Determining within any industry the concerns 
which are to be designated ‘small business concerns” ; 

7. Certify the competency of any small business con- 
cern to perform a Government contract; 

8. Obtain reports from Government agencies regard- 
ing the letting of contracts; 

9. Obtain reports from Government agencies regard- 
ing solicitation of bids, time of sale, etc.; 

10. Obtain from suppliers of materials their methods 
of filling orders to facilitate the obtaining of supplies by 
——— concerns; 

Make studies and recommendations to appro- 
pris “a ¥ ederal agencies to insure that a fair proportion of 
total purchases and contracts are placed with small-busi- 
hess concerns; 

Consult with Federal agencies to assure that 
small-business concerns receive fair treatment from those 
agencies; and 

13. Establish such small business advisory boards as 
necessary. 

(c) The SBA shall make such studies which show the 
comparative competitive strength of small business. 

Section 9 (a): States policy of the Congress to assist small- 
business concerns in research and development. 

(b) Empowers the SBA to assist small-business concerns to 
obtain contracts for research. 

(c) Authorizes the SBA to consult with other Government 
agencies regarding research projects for small business. 

(d) 1. Authorizes SBA to assist small-business concerns to 
undertake joint programs for research. 

Authorizes SBA to approve any joint program if it 
is determined that such a program would strengthen the 
wee of the Nation. 

Exempts such joint programs from antitrust laws and 
the Federal Trade Commission Act. 

Section 10 (a) and (b): Directs the SBA to make semi- 
annual reports to Congress and the President. 

(c) Directs the Attorney General to make surveys deter- 
mining any factors which may tend to eliminate competition, 
promote monopolies, or injure small business. The Attorney 
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General shall submit reports on these surveys as he deems 
necessary. 

(d) Directs the Department of Defense to submit report 
of contracts and purchases placed with small business to the 
President and Congress. 

(e) Directs SBA to save all correspondence, etc., for 1 year. 

(f) Directs SBA to consult and cooperate with other 
Government agencies in the formulation of policy regarding 
small-business concerns. 

Section 11 (a): Authorizes the President to consult with 
representatives of small-business concerns to encourage the 
making of voluntary agreements and programs under this 
act. 

(b) Provides that no act or omission to act pursuant to this 
act which occurs while this act is in effect, if requested by the 
President pursuant to a voluntary agreement or program and 
found by the President to be in the public interest, shall be 
construed to be within the prohibitions of the antitrust laws 
or the Federal Trade Commission Act. 

(c) Provides for the delegation of authority granted in (b) 
above. 

(d) Provides that upon withdrawal of any request or 
finding or the withdrawal of approval of the voluntary agree- 
ment or program which the request was based, the provisions 
of this section shall not apply to any subsequent act or omis- 
sion to act, by reason of such finding or request. 

Section 12: Allows the President to transfer to SBA any 
functions, duties, or powers of any department or agency 
which relate primarily to small business problems. 

Section 13: Provides that no loan shall be made by SBA 
unless the concern (1) certifies to SBA the names of and fees 
paid to persons who assisted in expediting the application; 
(2) executes an agreement binding such concern for 2 years 
after any assistance rendered by SBA to refrain from employ- 
ing any person who within 1 year prior thereto was an 
employee of SBA; (3) furnish names of firms the concern had 
applied to for loans. 

Section 14: Provides that to the fullest extent possible the 
SBA will make a fair charge for the use of Government-owned 
property. 

Section 15: Provides that small business concerns shall 
receive any award or contract and be awarded any contract 
for the sale of Government property as to which it is deter- 
mined by SBA to be (1) in the interest of maintaining and 
mobilizing the Nation’s productive capacity; (2) in the 
interest of war or national defense; (3) in the interest of 
assuring a fair share of total purchases and contracts is 
placed in small business concerns; and (4) in the interest of 
assuring a fair share of total sales of Government property 
is made to small business concerns. 

Section 16 (a) and (b): Pertains to criminal liability in 
the mishandling of SBA funds, ete. 

Section 17: Establishes the priority of liens on property 
held by SBA as security for a loan. It makes such liens 
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subordinate to any lien on such property for taxes due on 
the property to a State or other political subdivision where 
such lien under State law would be superior to such interest 
if such interest were held by any party other than the 
United States. 

Section 18: Provides that the SBA shall not duplicate the 
work of any other agency. 

Section 19: Provides that if any provision of this act is 
held invalid, the remainder shall not be affected thereby. 

Section 20: Authorizes the appropriation of funds to carry 
out the purposes of the act. 

Section 21: Repeals all laws inconsistent with this act. 


Section 3.—Amends the Federal Reserve Act regarding real estate 
loans by national banks. 

Section 4.—Authorizes the Secretary of the Treasury to further 
extend the maturity or renew any RFC loan for an additional period 
not to exceed 10 years. 





SMALL BUSINESS INVESTMENT ACT OF 1958 
[S. 3651] 
[Public Law 85-699, approved August 21, 1958] 


To make equity capital and long-term credit more readily available for small 
business concerns, and for other purposes 


History or LEGISLATION 


5. 3651 was introduced by Senator Johnson of Texas (for himself 
and Senators Fulbright, Sparkman, Clark, Proxmire, Hill, O’Mahoney, 
Humphrey, Beall, Case of New Jersey, Payne, Stennis, and Langer) 
on April 21, 1958. 

This bill was the result of extensive hearings and careful considera- 
tion of the long-term credit and equity needs of small businesses by 
the Committee on Banking and Currency in both sessions of the 
85th Congress. In the Ist session of the 85th Congress, the com- 
mittee held extensive hearings on S. 719, 5S. 2160, and S. 2286, but 
deferred action upon these bills pending the results of a study on 
financing small business by the Federal Reserve System. 

The first two parts of this study were completed and published 
jointly on April 11, 1958, by the Committees on Banking and Cur- 
rency and the Select Committees on Small Business of the Senate 
and the House of Representatives. The Senate Committee on 
Banking and Currency also published on April 18, 1958, a study on 
State and local development corporations and authorities made by 
the Small Business Administration. In the 2d session of the 85th 
Congress, hearings on this subject were continued and included con- 
sideration of S. 2160, S. 2185, 5. 2286, S. 3191, S. 3643, and S. 3651 
Upon conclusion of these hearings, the committee considered all of 
these bills and determined to report S. 3651 (S. Rept. 1652) with 
changes which adopted principles and features embodied in several of 
the other bills under consideration. 

On June 9, 1958, the bill passed the Senate with amendments and 
was referred to the House of Representatives. The bill passed the 
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House of Representatives with amendments on July 23, 1958. The 
bill was submitted to conference, and on August 6, 1958, a conference 
report was filed (H. Rept. 2492). On August 7 a 1958, both the Senate 
and the House of Representatives approved the conference report. 
The bill was approved by the President on August 21, 1958, and 
became Public Law 85-699. 


DiGEstT oF THE LEGISLATION 
TITLE I 


Section 102 states congressional policy to (1) stimulate and supple- 
ment flow of private capital to small business, (2) recognize that such 
funds are not available in adequate supply, (3) insure maximum 
participation of private financing sources, and (4) deny financial 
assistance which would substantially increase unemployment in any 
area of the country. 

Section 103 contains definitions which are self-explanatory. 


TITLE II 


Section 201 creates the Small Business Investment Division within 
the Small Business Administration, to be headed by a Deputy Ad- 
ministrator appointed by the Administrator. 

Section 202 (a) amends section 4 (c) of the Small Business Act by 
creating a fund of $250 million and providing that no more than this 
amount shall be outstanding at any one time for the exercise of the 
functions under this act. 

Section 202 (b) authorizes the appropriation of funds for adminis- 
trative expenses. 

TITLE Il 


Section 301 provides that small business investment companies may 
be formed by 10 or more persons subject to the approval of the SBA. 
No such company can be chartered in any State unless the Adminis- 
trator determines that investment companies cannot be chartered 
under the laws of such State and operate in accordance with the pur- 
poses of the act. SBA chartering authority terminates June 30, 1961. 
Enumerated are such powers as are necessary to carry on the business 
for which a company is established. 

Section 302 provides that a small business investment company must 
have a $300,000 paid-in capital and surplus before it may commence 
business. The SBA is authorized to advance a maximum of $150,000 
to any such company by purchasing subordinated debentures, and 
such subordinated debentures are to be considered part of capital and 
surplus. Shares of stock in the companies shall be eligible for pur- 
chase by national banks and other member banks of the Federal Re- 
serve System and nonmember insured banks to the extent permitted 
by applicable State law. A membe:i bank or insured nonmember bank 
may hold stock in such companies only in an aggregate amount of 
| percent of such bank’s capital and surplus. The aggregate amount 
of stock in such companies which may be held by any “stockholder 
may be limited by the SBA. 

Section 303 permits small business investment companies to borrow 
money and issue obligations subject to limitations and regulations of 
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the SBA. The SBA is authorized to lend to such companies upon 
such terms and at such interest rates as determined by the SBA. 
The SBA may not have loans outstanding under this section at any 
one time to any one company in an amount exceeding 50 percent of 
the paid-in capital and surplus of such company. 

Section 304 authorizes small-business investment companies to 
provide equity capital to small-business concerns through the pur- 
chase of convertible debenture bonds. Such bonds shall bear interest 
and contain other such terms as the company may fix with the ap- 
proval of the SBA. Before any capital is provided to a small-business 
concern under this section, the investment company may require such 
concern to (1) refinance any or all of its outstanding debt so the 
investment company is the only holder of evidence of indebtedness 
of such concern, and (2) agree not to thereafter incur any debts 
without the approval of the investment company. When a small- 
business concern obtains capital under this section, it is required to 
purchase stock in the investment company in an amount ranging 
from 2 to 5 percent of the amount of the capital provided. 

Section 305 authorizes small-business investment companies to 
make loans to small-business concerns. The maximum rate of interest 
on such loans is to be determined by the SBA, and maximum maturity 
is set at 20 years with the investment company having the right to 
extend the maturity of any loan another 10 years if it deems such 
extension advisable to orderly liquidation of the loan. 

Section 306 provides that without the approval of the SBA, no 
small-business investment company can have more than 20 percent 
of its combined capital and surplus in loans and investments of a 
single small-business concern at one time. 

Section 307 provides that securities issued by small-business invest- 
ment companies may be exempt by the SEC from the Securities Act 
of 1933 and the Trust Indenture Act of 1939 or issued under special 
regulations, if the SEC finds that complete application of these two 
acts is not necessary in the public interest and for the protection of 
investors. Investment companies chartered by SBA are exempt from 
the equity-debt ratio requirements of the Investment Company Act 
of 1940. 

Section 308 contains miscellaneous provisions concerning the opera- 
tions of small business investment companies and the regulation of 
them by the SBA. 

Section 309 provides that State-chartered companies formed ex- 
pressly for the purpose of operating under this act may be approved 
for such operations by the SBA. Such approval shall be given with 
due regard to the factors specified in section 301 (c). 


TITLE IV 


Section 401 provides that State-chartered investment companies 
and State development companies may, upon the vote of the majority 
of stockholders, be converted into a small business investment com- 
pany with the approval of the SBA. SBA conversion authority 
terminates June 30, 1961. Nothing in this section shall be con- 
strued to supersede any State law. 
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TITLE V 


Section 501 authorizes the SBA to make loans to State and local 
development companies with the stipulation that such funds are to 
be used by such companies to assist in carrying out the purposes of 
this act. Such loans by the SBA are to be in exchange for obligations 
of the development companies on such terms and at an interest rate 
set by the SBA. The SBA loans outstanding at any one time to any 
one development company under this section cannot exceed the total 
amount borrowed by the company from all other sources. Funds 
advanced to a State development company under this section shall 
be treated on an equal basis with those funds borrowed by such 
company after the date of this act, regardless of source, which have 
the highest priority, except when this requirement is waived by the 
Administrator. 

Section 502 authorizes the SBA to make secured loans to State 
and local development companies, up to $250,000 each, if such loans 
are to assist an identifiable small business concern. Loans to local 
development companies may be made only through June 30, 1961. 


TITLE VI 


Section 601 repeals section 13b of the Federal Reserve Act (which 
provides that Federal Reserve banks may make working capital loans 
to business concerns) 1 year after enactment. A savings provision 
protects transactions being carried out. 

Section 602 provides that section 13b funds are to be returned by 
the Federal Reserve banks to the Treasury, which shall create a 
special fund to be used by SBA in making grants to States, State 
agencies, State development companies, colleges and universities for 
studies, research, and counseling relating to managing, financing, and 
operating small-business concerns. Only 1 grant can be made in any 
1 State in any 1 year and no grant may exceed $40,000. 


TITLE VII 
Sections 701-705 impose criminal penalties against any officer, 


director, agent, or employee for certain improper acts dealing with 
company funds or business transactions. 


O 
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Mr. Humpnrey, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


Among the chief functions of your committee is that of main- 
taining watch over those retailing, distribution, and fair-trade prac- 
tices which affect small business. 

During the post-World War II era there have been a number of 
innovations in these areas of merchandising, such as the accelerated 
growth of chainstores and supermarkets, the flight to suburban areas, 
and the mushrooming of one-stop shopping centers. As might be 
expected, not all these developments have been of a salutary nature for 
small business. These changes have frequently been accompanied 
by many problems for members of the independent business com- 
munity. 

It is recognized that the underlying causes for some of the problems 
are not easy to ascertain. With this in mind, your committee has 
addressed itself to the overall developments during the past decade in 
the fields of retailing, distribution, and fair-trade practices in order 
to obtain as complete information as possible about the factors pro- 
ducing the problems which presently place small retailers at a com- 
petitive disadvantage. 

This approach has brought discount-house operations under the 
scrutiny of the committee. While these operations are not entirely 
new, the growth of firms, both small and large, using sales at a discount 
as a chief merchandising technique, during the period under review, 
has been intensified. So rife is the practice that it has become virtual- 
ly impossible to classify with certainty the point at which price reduc- 
tions end and discounting begins. It is the growth and effect of dis- 
count houses on merchandising which caused your committee to select 
discount-house operations as one of its subjects for hearings. These 
hearings were held on June 23, 24, and 25 by the Subcommittee on 
Retailing, Distribution, and Fair Trade Practices, under the chair- 
manship of Senator Hubert H. Humphrey. The other subcommittee 
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members, Senators Wayne Morse, Alan Bible, Andrew F. Schoeppel, 
and Barry Goldwater, also participated in these hearings. 

At that time it was explained that the subcommittee’s objective was 
to ascertain, accurately and fully, discount-house operations and, spe- 
cifically, their impact on small business. The witnesses who were 
called represented various groups and points of view. In addition to 
discount-house operators, the subcommittee heard other independent 
businessmen, as well as trade : association representatives, academicians, 
and Government officials. A list of the witnesses and of those who 
presented statements for inclusion in the record but did not appear to 
testify, is attached as an appendix. 

It is your committee’s feeling that the hearings have provided help- 
ful information, consistent with the subcommittee’s objectives. Dis- 
count-house operations is not a subject which everyone can view 
dispassionately. Certainly, personal experiences were the basis for 
much of the testimony received. In presenting this testimony, repre- 
sentative views have been selected from those of the various pro- 
ponents and opponents of discount-house operations. In this report 
the two overall points of view are treated in separate sections as 
indicated. 

Your committee expects that the hearings and this summary will be 
helpful to the Senate and, especially, to the legislative committees 
considering legislation concerned with such subjects as fair trade, loss- 
leader sales, and the ancillary business practices reviewed here. 


I, THE HEARINGS 


The subcommittee hearings on discount-house operations were held 
in Washington. Twenty-eight witnesses appeared to give testimony, 
and another 1! 5 businessmen, economists, and lawyers submitted written 
statements. Two witnesses, both eminent in their fields, one, a mar- 
keting consultant, the other, a professor of economics, devoted their 
testimony to general considerations affecting today’s retailing climate. 
Most of the other witnesses argued either in favor of discount houses 
or insuppport of fair trade. 


Il, GENERAL COMMENTS 


The climate in which small business finds itself in the merchandis- 
ing field was described by Mr. Victor Lebow, a marketing consultant. 
He told your subcommittee that in the years 1949-52 it took an average 
turnover of 25 stores to provide a single additional retailer, but for the 
subsequent 4-year period a turnover of 50 stores was required to pro- 
duce a single ‘addition to the total. He said the number of retailers 
has not risen proportionately to the increase in either sales volume or 
consumer disposable income. 

There appear to be, he said, “three major forces operating the 
meat grinder through which the small retailers are passing.”* He 
pointed out that during the post-World War IT period, production 
has outpaced purchasing power. As a concomitant of this develop- 
ment, competition for the consumers’ dollar grows ever more ferocious; 





1Discount House Operations, hearings, Senate, Small Business ene Subcom- 
mittee on Retailing, Distribution, and Fair Trade Practices, June 23, 24, and 25, 1958, p. 4. 
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second, the character of the more efficient retailer has changed “if we 
define ‘efficiency’ * * * as their ability to survive and profit. Third, 
the rising costs of distribution itself.”? During this period the small 
retailer has faced a number of handicaps, for example, in providing 
adequate financing for installment credit. Mr. Lebow said: 


The fair trade laws which were initiated to help the smaller 
independent originally, now operate mainly for the benefit of 
the larger outlets. For example, a supermarket operates on an 
average markup of under 20 percent. But on household drugs 
and toiletry items its markup runs over 40 percent, when it 
buys direct from the manufacturer. The fair-trade agree- 
ments protect it from price cutting, but its heavier traffic 
assures it of greater sales. That is why well over 60 percent 
of Colgate’s toothpaste is sold through supermarkets and why, 
of the 10 leading sellers in what they call health and beauty 
aids, the supermarkets today sell more than do all the drug- 
stores in the United Sti sts, ‘although there are about half as 
many supermarkets as there are drugstores. 

The large independent or chains can afford loss-leader sell- 
ing while the small retailer cannot. * * * the large retailer 

can afford to slash his price on heavily advertised and popular 


items but the smaller retailer would find the competition 
ruinous.® 


In this instance, fair trade, he said, affords the chain a price um- 
brella under which to operate. Mr. Lebow called the small retailer 
expendable and said that his position remains precarious and his pros- 
pects even dimmer. The small retailer’s chief function, he said, “* * * 
appears to be to exhaust his capital and his borrowings to pay for 
inventory which eventually choke him to death.” 

Business failures throw these inventories on the market, which is 
incapable of absorbing all of them; therefore, the dumping affects the 
inventory values of going retailers. Also, it affects wholesalers and 
many small manufacturers who “are more dependent upon the small 
retailer for their existence than they are upon the large outlets.” ® 

Therefore, Mr. Lebow opines, the situation of the small-business man 
is a problem affecting the national economy. Furthermore, he said: 


’ a small-business man in an age of giants * * * is 


faced by forces which perhaps only the interposition of Gov- 
ernment can regulate. He cannot float stock issues to finance 
expansion. He cannot make advantageous “inside” deals 
with suppliers. He cannot swing the 100-percent locations. 
He is limited in granting credit. Money, when he can bor- 
row it, costs him more, and on the terms he gets he is forced 
to restrict his own buying.® 


2 Hearings, p. 4. 
3 Hearings, p. 6. 
* Hearings, p. 6. 
5 Hearings, p. 6. 
6° Hearings, p. 7. 
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Mr. Lebow stated that it is necessary to instill a greater sense of 
responsibility in the manufacturer and wholesaler toward the small re- 
tailer whom they sell. He said: 

The discount houses * * * dramatize the weakness of the 
fixed eT under which retailing has been operating for 
many years. They demonstrate the fact that it is possible to 
operate on a lower markup if you can at the same time in- 
crease your turnover. 

They started out by a sort of sharpshooting operation, hit- 
ting at the heavily advertised appliances, and taking advan- 
tage of the high purchasing power * * * that was accumu- 
lated during the war. But they since spread, and they are 
still able to demonstrate that they can undersell and cut 
markups and operate profitably.’ 


The discount house represents selective buying, he said, offering 
fast-moving ven al ‘* * * heavily advertised, on which the consumer is 
presold,” * whereas the department stores, he said, are not as depend- 
ent on nationally advertised brands since they carry a great variety of 
products. 

Prof. Alfred R. Oxenfeldt, professor of marketing, Columbia Uni- 
versity Graduate School of Business, New York, presented a statement 
to the subcommittee in which he discussed the influence of discount- 
house operations on small business. 

Professor Oxenfeldt cautioned against treating discounters as a 
homogeneous group, for, he said, they represent a wide variety of dis- 
similar types of business. The success which discounters have enjoyed 
in recent years he accredits in part to the “ostrichlike behavior of the 
department stores and many specialty chains. They allowed them- 
selves to be undersold by very large amounts * * *.”® During this pe- 
riod, he said, circumstances w ere the followi ing: 


* * * the development of powerful brand names, the as- 
sumption by many manufacturers of quality guaranties (and 
often the provision of repair service), heavy sales promotion 
by manufacturers, and perhaps most important of all, the 
spread of list price selling, resulting partly from widespread 
reliance on fair trade by manufacturers. Combined with these 
developments, they found a large accumulated demand for 
durables (items which customar ily carry large margins) even 
while heavy savings were being accumul: ited with which con- 
sumers could purchase them. During this period, the tradi- 
tional types of retailers were able to permit the discount house 
to enjoy great growth, for they were able to maintain their 
own total sales and profits. As a result, the discount house 
did not get much of a fight from traditional types of retailers 
until they had already won great loyalty from many customers 
on the basis of a strong price appeal.*® 


7 Hearings, pp. 32-33. 
® Hearings, p. 33. 

® Hearings, p. 398. 

%” Hearings, p. 400. 
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It is difficult, according to Dr. Oxenfeldt, to see any drastically new 
‘advantageous form of distribution in the discount-house operations, 
oe. he said: 


The discount house does nothing that other businesses, in- 
cluding small ones, -annot imitate without particular. ex- 
pense or skill. * * * discount houses have * * * reduced the 
margins on a wide variety of merchandise. * * * discount 
houses have added a new alternative for consumers, permit- 
ting them to exchange service for a price saving. Thus, they 
increase the likelihood that any consumer will ‘be able to find 
a combination of price and services that meets his prefer- 
ences. Second, and somewhat related, discount houses have 
created a push in the direction of putting retailing on a basis 
where consumers may pay for each service that “they use— 
and do not pay for services they do not use. A considerable 
degree of discrimination is involved in the system of charging 
all customers equally, regardless of the amount of service they 
require. Third, discount houses have provided the tradi- 
tional types of retailers into soul-searching and self-exami- 
nation that was long overdue, resulting in substantial im- 
provements.” 


Professor Oxenfeldt stated that the discount house will face in- 
creasing competition from more discount houses. As a result of this, 
he said 


one must expect the failures among small retailers to grow, if 
anything, as a result of being caught in the middle of the 
battle for survival which awaits the average discount house.” 


It is clear, he said, that discount houses will force small-business 
men to operate on a lower margin than before World War II, and 
relatively inefficient small retailers will be forced out of business. 
However, he said: 


Unfortunately, not only the inefficient small retailers will 
perish in the process for sometimes a large discount house 
Will drive efficient established stores to the wall partly be- 
cause of their larger financial resources, which permit them 
to withstand a per riod of price competition much longer than 
asmall firm. 

Consequently, retailing will not be as much a haven for 
the untrained person seeking to be his own boss, as it has been 
during most of this Nation’s history. With the death of 
traditional markups, greater skill will be required to survive 
in retailing." 


Very possibly, Professor Oxenfeldt said, the small retailer will 
become the discount house of the future. In conclusion, he main- 
tained that “the future of the small retailer is certain to be troubled, 
but he is not necessarily doomed.” ** 


1 Hearings, pp. 400-401. 
12 Hearings, p. 401. 
18 Hearings, p. 402. 
4% Hearings, p. 402. 
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Ill. SUMMARY OF ARGUMENTS IN SUPPORT OF DISCOUNT-HOUSE 
OPERATIONS 


1. Discount-house operations are ethical means of doing business 
which provide the consumer with quality merchandise based on an 
efficient, low-cost operation. 

2. Discounters have a legal basis for cutting the prices of fair- 
traded merchandise; the purchaser of a product acquires title to the 
product, and he alone should be able to control its price henceforth. 

3. Fair trade is a price-fixing medium designed to maintain high 
profits; it provides an umbrella under which the inefficient are per- 
mitted to operate, thereby thwarting competition. 

4. Discount prices are not intended as anticompetitive pricing; they 
are used frequently as an advertising medium or are a result of low 
overhead. Discount houses do not succeed by loss-leader tactics or 
product switching. Every item is priced to give a profit to the store. 

5. Fair trade can’t be justified on an economic basis. Business fail- 
ures are no greater in non-fair-trade jurisdictions than in fair-trade 
areas. 

6. Discount houses price their merchandise to reflect only the services 
the purchaser receives. Purchasers who do not want credit, delivery, 
or installation should not be forced to pay for it. 

7. Discount operations are a part of the American tradition of 
competitive free enterprise, whereas fair trade is a price-fixing medium 
which destroys competition. 

8. Fair-trade laws are unenforceable and, therefore, should not be 
enacted. 
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IV. SUMMARY OF ARGUMENTS IN OPPOSITION TO DISCOUNT-HOUSE 
OPERATIONS 


1. The primary purpose of fair trade is to establish ethical prac- 
tices in the market place, to protect sellers from predatory pricing 
practices, and to guarantee consumers quality products at reasonable 
prices. Discount-house operations are unethical; they include such 
duplicities as “bait” advertising; loss-leader sales; “switching” cus- 
tomers; and surreptitiously obtaining merchandise from secondary 
sources when manufacturers legitimately refuse to deal. 

2. Fair trade is directed at safeguarding the manufacturer’s prop- 
erty right in his trade name and business goodwill, rights which he 
retains even when selling his commodities. These property rights, to 
which a manufacturer is legitimately entitled to protection, are ir- 
reparably damaged by irresponsible price-cutting by discount houses. 

3. Retailers refuse to carry merchandise unless they can make a 
reasonable profit. Once a product is widely discounted in a given 
market, traditional retailers refuse to stock it and normal distribution 
channels are destroyed. Fair trade provides for orderly distribution 
of products; it results only in reasonable profits and has had a salu- 
tary effect in combating price wars and providing the consumer with 
cheaper prices. 

4. Discount-house operations have resulted in increased failures of 
independent businesses, especially specialty shops which sell, pri- 
marily, products used for bait advertising by discount houses. 

5. Unrestricted price cutting, both in theory and practice, results 
inevitably in the destruction of competition and the creation of 
monopoly. 

6. Once the discount houses destroy their smaller competitors, either 
they will no longer carry merchandise previously discounted, or, if 
they do, they will not provide the same high discounts. 

7. A manufacturer is permitted to fair-trade his product only if it 
is freely in competition with other similar commodities. Fair trade 
has contributed to the use of private brands, thereby increasing com- 
petition. 

8. Although some adverse court decisions have vitiated fair-trade 
enforcement, a law at the Federal level, encompassing all States, 
would strengthen enforcement machinery and thus insure its 
effectiveness. 
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V. ARGUMENTS PRESENTED IN SUPPORT OF DISCOUNT-HOUSE OPERATIONS 


Mr. Stephen Masters, president of Masters, Inc., a large discount 
house with several outlets and a mail-order business, described a dis- 
count house as: 


* * * not a store where loss leaders are used to entice the 
public to buy other merchandise at high prices. It is not a 
store where some products are sold at discount and others at 
list price. It is not a store where “switch” tactics and substi- 
tution are employed in selling. A true discount store is one 
where every product is sold at discount. This does not mean 
that merchandise is arbitrarily marked down from list or 
fair-traded price, but rather that all merchandise is marked 
up a fixed percentage above its actual cost.’® 


Loss-leader sales, he said, are not the product of the discount house 
but of some high-margin department stores. He stated that his firm 
does not believe in such sales. Concerning his company’s policies, he 
said : 

1. Masters sells only factory-fresh, first-quality, top-brand 
merchandise ; 

2. Masters allows a refund on all merchandise at any time 
7” to 30 days after date of purchase ; 

Masters furnishes its own guaranty on all appliances— 
in ‘addition to the one the manufacturer provides ; 

4. Masters maintains on its own premises a large, depend- 
able service repair department ; 

5. Masters offers home delivery but we don’t penalize the 
cash-and-carry customer by asking him to pay a hidden cost 
for someone else’s home delivery ; and 

6. Masters provides a time-payment plan for its customers, 
also without penalizing the customer who does not partici- 
pate in the plan.” 


Mr. Wilfred I. Meyer, Schwegmann Bros. Giant Super Markets, 
New Orleans, La., said his firm is typical of thousands epitomizing a 
new and distinctive form of retail distribution which he calls “mini- 
mum-service merchandising.” 77 He alleged that fair-trade prices are 
arbitrary in that they are established without regard for individual 
differences in merchandising costs or efficiency. The distinctive char- 
acteristics of his firm, he stated, are— 


* * * self-service and cash and carry by the customers, no 
credit department, no delivery service, no air conditioning in 
stores, no fancy store front or furnishings, no counter service 
at all (other than for meat), and location of the store in a 
low-rental district. Other characteristics are volume pur- 
chases, a rapid turnover, full utilization of discounts, care- 
ful inventory control, and management by the owners them- 
selves.*® 


% Hearings, p. 152 
#6 Hearings, pp. 152-153. 
77 Hearings, p. 294. 
18 Hearings, p. 294. 
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A similar point of view was expressed by Mr. Charles F. Fort, 
president, Foodtown Ethical Pharmacies, Inc., Baton Rouge, La., 
who stated that discount houses have usurped one of the practices of 
the supermarkets—mass retailing. He indicated that such retailing, 
with low-profit margins and fast inventory turnovers, produced a 
lucrative business for his firm. He explained that the average small- 
business man isn’t able to buy and sell in such quantities and, there- 
fore, can’t meet the discounters’ or mass retailers’ low prices. 

Mr. Fort said that his firm doesn’t believe in loss-leader sales and 
that he would favor a Federal anti-loss-leader statute if he were con- 
vinced it could be enforced. He said also that his firm doesn’t use pri- 
vate brands, because of the expense of buying in quantity, labeling, 
advertising, and trying to convince the public that they are as good 
as nationally advertised brands. 

Discounters were not alone in their support of their operations and 
in opposition to fair trade. The Federal Trade Commission and the 
Department of Justice continued their longstanding objections to fair 
trade, as did the antitrust section of the New York State Bar Associa- 
tion and several economists who presented statements for inclusion in 
the record of the hearings. 

The Honorable John W. Gwynne, Chairman of the Federal Trade 
Commission, said that the Commission has traditionally opposed 
resale-price maintenance. He indicated that, in the absence of col- 
lusion on the part of discounters or their deliberately making sales 
in interstate commerce “* * * at unreasonably low prices in order to 
destroy competition or a competitor,” '° a retailer is generally free to 
fix the price at which he will sell his goods. Chairman Gwynne stated 
that the mere selling at reduced prices does not violate any law admin- 
istered by the Commission. Furthermore, he said, since most dis- 
count-house sales are made over the counter in intrastate commerce, 
they are not within the scope of the Commission’s jurisdiction. 

Mr. Robert. Bicks, assistant to Assistant Attorney General Victor 
R. Hansen, Antitrust Division, Department of Justice, reaffirmed the 
Department’s objections to fair trade. Said he: 


* * * the entire fair-trade concept is at odds with the basic 


tradition of private enterprise, which the antitrust laws are 
designed to protect.*° 


Furthermore, he alleged that it is the fair-trade laws that have brought 
about the rise of the discount houses. He said that the discount house 
depends upon the success of nationally advertised brands which are 
fair-traded at traditional profit margins and which are susceptible to 
price cutting. 

Fair trade, Mr. Bicks avers, provides an umbrella under which 
discount houses can safely reside. He cited a 1956 survey conducted 
by the Department of Justice in eight non-fair-trade cities as an indi- 
cation of “* * * the profit margin that fair trade freezes established 
retailers into * * *.”21 This survey, based on some 132 items, showed 
that of 119 items available some 78, on the average, were sold at 27 
percent below their fair-trade prices. According to Mr. Bicks there 


1%” Hearings, p. 256. 
» Hearings, p. 288. 
™ Hearings, p. 282. 
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is a “* * * 27-percent area of flexibility generally that a discount 
house can move into and play around with.” 22 He cited the success 
of the discount house in the District of Columbia as having led to a 
reduction in the prices of household items, from 10 to 25 percent, by 
the major department stores. 

Mr. Bicks distinguished discount-house operations from those of 
large department stores or mail-order houses by saying the latter cir- 
cumvents fair trade through the utilization of private brands, which 
he opined “* * * may well work to the detriment of the small 
retailer,” * since they require large capital outlays, quantity sales, and 
extensive advertising, which only the giant ret: ailers can afford. 

According to Mr. Bicks, the small retailer can compete with the 
large department stores and mail-order houses if he can cut his prices— 


* 


not as far as the mail-order house, but far enough so 
that, * * * with the advantage of his location, he might be 
able to get the local business. But he can’t do that with fair 
trade. 


Also opposing fair trade was Mr. C. D. Dunn, chairman of the 
section on antitrust law of the New York Bar Association. Mr. Dunn 
said that a Federal fair-trade law would destroy the competitive sys- 
tem at the retail level, which our antitrust laws were enacted to 
preserve. 

Prof. Stewart M. Lee, chairman, department of economics and busi- 
ness administration, Geneva College, Beaver Falls, Pa., joined the 
ranks of those upholding discount-house operations. He said that a 
Federal Trade Commission study showed that sales below cost were 
the exception and suggested that where such sales exist they might be 
interpreted as advertising expenses, for, he said, some retailers ‘would 
rather advertise by selling at a low price than by advertising through 
the usual mediums. Also, he said, “We have the Federal Trade Com- 
mission set up to block predatory price cutting.”*> He alleged that 
fair trade is costing the consumer from $1 billion to $10 billion a year. 

Prof. Joseph M. Klamon, professor of marketing, School of Busi- 
ness Administration, Washington University, St. Louis, Mo., speak- 
ing for discounting practices, said that the manufacturer needs the 
discount house just as he does the small-business man, the specialty 
shops, and the department store. He maintained that the discount 
houses have forced department stores to be competitive, defended the 
use of loss-leader sales as a promotional device, and urged that such 
methods not be regulated any more than aggressive promotion in 
advertising, credit, and services. 

Rev. Robert J. McEwen, S. J., chairman, department of economics, 
Boston College, Chestnut Hill, Mass., while appearing in favor of 
discount operations, stressed that he was not defending “a completely 
free market in the old sense of jungle competition.” *® Rather, he 
said, he favors uninfluenced decisions of free buyers and sellers 
within an orderly social framework which includes, among other 


5 
things, a sense of fairness to both buyers and competitors. Reverend 


22 Hearings, p. 282. 
3 Hearings, p. 283. 
* Hearings, p. 283. 
% Hearings, p. 107. 
*® Hearings, p. 231. 
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McEwen said, “* * * apart from fraud and misrepresentation, * * *” #* 
in obtaining and selling goods, discounters are entitled to price their 
products at_ whatever prices they deem desirable. Small business, 
he said, should get certain forms of special assistance but that fair- 
trade laws are not the proper instrumentality for providing it. To 
the contrary, he said, fair-trade laws— 


probably do the small-business man more harm than is 
realized, particularly because they raise the general cost of 
doing business and invite chainstore competition with spe- 
cialty shops.?® 


Mr. Joseph Nellis, counsel, National Association of Consumer 
Organizations, Inc., Washington, D. C., alleged that fair trade is 
an “unwarranted interference with the property rights of a seller 
who has taken title to goods but is not free to sell them at a price 
of his own choosing.” *® He said that stores, belonging to his associa- 
tion, carry brand and unbranded merchandise “at prices substantially 
below comparable prices in other stores.” Fair-trade laws do not 
permit such sales where such items are fair-traded; Mr. “te alleges 
fair-trade laws are price-fixing devices by which “private persons 
(manufacturers) are unlawfully * * * delegated hochalnates powers 
to establish prices to consumers.” ™ 

Mr. Alex Akerman, executive secretary of the National Anti- 
Price-Fixing Association, Washington, D. C., maintained that the 
95 percent of complaints lodged agi Linst discount houses are already 
covered by Federal and State statutes. He said that a report of the 
Federal Trade Commission established that fair trade has benefited 
large chains rather than independent businessmen. 

Prof. Fritz Machlup, professor of political economy, Johns Hop- 
kins University, Baltimore, Md., maintained that fair trade cannot 
be justified on an economic basis. He attacked fair trade as a favor 
given to a small, special-interest group at the expense of the consumers. 

With fair trade obviously in mind, he said that competition, even 
though vigorous, at the manufacturing level is not sufficient, for there 
should also be price competition in retail distribution as a spur to 
efficiency. He also maintained that the reduction of price competi- 
tion among retailers results in a reduction of competition among 
manufacturers. This, he alleged, “is probably the chief reason why 
some manufacturers are so anxious to help the retailers to maintain a 
fair-trade program,” for, he said, “if retailers were to fix prices 
among themselves, it would be an unlawful restraint of trade, whereas, 
under fair trade, it is lawful by the manufacturer. 

Mr. Warren J. Bilkey, associate professor of economics, University 
of Notre Dame, Notre Dame, Ind., maintained that discount houses 
have increased the freedom of consumer choice with regard to various 
services, and have forced a realinement of profit margins. He stated, 
however, that under fair trade, prices were inflexible, often artificially 
high and must have mitigated against any incentive to reduce retail 
costs in such a way as to ‘benefit consumers. In spite of these objec- 


77 Hearings, p. 23 5 
* Hearings, p. 23 

»® Hearings, p. 180. 
* Hearings, p. 188. 
*t Hearings, p. 188. 
32 Hearings, p. 171. 








12 DISCOUNT-HOUSE OPERATIONS 


tions, he said that “there still may be justification for a certain reason- 
able retail price maintenance program if competition is reaching cut- 
throat proportions * * *,” * 

Mr. William Haller, Jr., chairman, department of economics, Dick- 
inson College, Carlisle, Pa., said that, if the Robinson-P atman and 
the Clayton Acts are enforced, the discount house— 


has little chance to buy from the manufacturer at an unfair 
advantage, so his lower prices result from his moving the 
goods from producer to consumer at a lower total margin.™ 


Merchants competing with discount houses are finding, he said, that 
their best defense is a well-planned imitation. 

Mr. Stanley C. Hollander, associate professor of business adminis- 
tration, College of Business and Public Service, Michigan State Uni- 
versity, East Lansing, Mich., likened resale-price maintenance to “tie- 
in sales,” for, he si aid, fair trade gives the retailer no chance to com- 
pete in price; therefore, he must compete through offering extra serv- 
ices, advertising, and such, which the consumer may not want but is 
forced to buy in addition to the basic product. He said, “The en- 
forced uniformity of prices forces the thriftier buyer to either do with- 
out the product or to buy from more expensive outlets.” *° Further, 
he maintained that fair trade laws— 


breed disrespect for the antitrust laws * * *. Unenforci- 


ble law is bad law; and there is considerable evidence that 
price-maintenance laws are widely breached.** 


While indicating that his organization does not subscribe to loss- 
leader selling, Mr. Thomas F. Hall, Jr., consumers information bureau, 
New York City, said that this problem is completely apart from any 
consideration of fair trade. He said that “economically fair-trade 
laws have demonstrated their inability to prevent this loss-leader 
selling.” ** Information available to his organization, he said, shows 
that loss-leader selling is no more frequent in non-fair-trade States 
than in fair-trade States. Furthermore, he said, a Federal fair-trade 
law would not appear to solve in any way the problems presented by 
loss-leader sales, but that special legislation designed to specifically 
meet the problem is the solution. 


VI. ARGUMENTS PRESENTED IN OPPOSITION TO DISCOUNT-HOUSE OPERATIONS 


Mr. Ray Brewster, president, Ray Brewster, Inc., marketing con- 
sultants, New York C ity, told your committee that fair trade is one 
of the strongest props to national employment and, thereby, to the 
Nation’s economic well-being. He said that fair trade tends to stabi- 
lize employment and— 


* * * is not directed toward increasing consumer prices or 


even holding them up. Nor is it conceived, in any sense, as 
a prop to keep weak, inefficient retailers in business. Rather, 
it has proved itself to the contrary. It is directed to enforce 
a moral code, which requires that small businesses have a more 


*3 Hearings, p. 390. 
*% Hearings, p. 391. 
% Hearings, p. 409. 
% Hearings, p. 411. 
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nearly equal opportunity to be competitive. It protects the 
scrupulous from the unscrupulous * * *. 

The concern of Government in all these issues is both moral 
and economic. The objectives of fair trade are purely moral 
and economic. It argues that “loss leaders” and predatory 
price cutting are unfair and immoral and tend to corrupt our 
system of free enterprise, especially as it affects our $185 
billion business in retailing and the consumers’ purchasing 
power to spend that $185 billion.® 


Concerning price cutting, he said: 


Predatory price cutting is invariably conceived as a step 
toward monopoly; and monopoly, according to our way of 
life, is evil. Wanton price cutting consigns a monopolistie 
and destructive power to a few at the expense of many. 
Monopoly always leads to the usurpation of small business, 
and for that reason our Government takes strong steps to 
prevent it. 


He went on to say: 


The consumer is always entitled to the lowest possible price 
on merchandise * * * and more urgently so in times of reces- 
sion. But on the other hand, it is unthinkable that a retailer 
should be required to wreck his chance to make a legitimate 
profit in order to remain competitive. The largest retailers 
need fair profits no less than the small retailers. 

The price of price cutting is not, unfortunately, measured 
in terms of reliable consumer benefits—it is measured in terms 
of lower employment levels and reduced consumer purchasing 
power.*° 


Mr. Joseph Kolodny, managing director, National Association of 
Tobacco Distributors, urged the enactment of a Federal sales-below- 
cost law as the enunciation of a reasonable standard of morality for 
the economic community. Hesaid: 


It is the very fundament for the ground rules of fair com- 
petition. Without such a law, the small but otherwise viable 
entrepreneur could barely survive. With such a law, we shall 
have taken a substantial step toward insuring that the changes 
brought about by the distributive revolution would be bene- 
ficial in actuality as well as in appearance.* 


Such laws he maintained are necessary to assure a broadened mass 
distribution of products, thereby providing lower commodity costs 
and a steady level of employment. Without the multitude of small 
merchants, he said, there would be a concentration of “the retailing 
of merchandise in the hands of a few large retail units and, as a 
corollary, you automatically curtail the distribution of products.” “ 

Former Federal Trade Commissioner Albert Carretta, said: 


Fair trade, if properly understood, benefits the manufac- 
turers, the retailers, and the buying public. To permit the 


8 Hearings, p. 65. 
* Hearings, p. 66. 
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demise of fair trade is to endanger the reliance which the 
public now places upon quality products, and to endanger the 
economic stability of the millions of small-business men in 
this country.** 


In explaining the basis for resale price maintenance, Mr. Carretta 
stated— 


The primary aim of these statutes is to protect the property— 

namely the goodwill—of the producer. The price restriction 
provision is ‘adopted as an appropriate means to that perfectly 
legitimate end, and not as an end in itself.** 


Mr. Carretta maintained that a manufacturer establishes his fair- 
trade price at his peril, for, he said : 


* * * if he sets it too high, either the consumer will not buy 
his product, or if the article nevertheless remains popular, the 
high profits will invite even more competition from other 
manufacturers.*® 


Fair-trade laws, he said, also provide that the commodity, which is 
the subject of a resale-price-maintenance agreement, must be in free 
and open competition with commodities of the same general class pro- 
duced or distributed by others. This provision, he s said— 


is important because it prevents gouging of the consuming 
public and it prevents the fixing of fair-trade prices at high 
levels. The prices of commodities which are sold in free and 
open competition with other commodities of the same general 
class will always be subject to the powerful forces of competi- 
tive bids and offers.*° 


Continuing this point of view, Mr. John W. Hubbell, vice presi- 
dent, Simmons Co., New York City, in a written statement alleged: 


In the wake of price cutting, there is a shortened markup 
for the retailer and profitless selling. This creates a chain re- 
action, which results in the unwillingness of the stores to sell 
the merchandise at an inadequate markup. The sales people 
in the store are compelled to discourage the purchase of the 
merchandise. This leads to sales mis represent ation by the 
sales people and the consumer is deceived. This kind of retail 
selling actually diminishes the total volume of goods sold, 
which in itself has a bad impact on the national | economy. 


Mr. L. M. Vermes, an independent typewriter dealer, Springfield, 
Mass., called discount practices unscrupulous tactics. He maintained 
that: 

* * * malicious representations of the discount houses in 
this area has caused us to compete on a subsistence level * * *, 
ore? practice of selling below cost as a leader or at prac- 
tically cost, is disastrous not only to small retailers but * * * 


to the entire American economy. 48 
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Among the more persuasive arguments, in refutation to the dis- 
count proponents’ claim that fair trade provides an abnormally high 
markup for retailers, were those given by members of the gasoline 
industry in New Jersey. 

Mr. Robert H. Scholl, vice president of Esso Standard Oil Co.,, told 
of the favorable climate fair trade created in New Jersey after its 
adoption in April 1956. Prior to that time, a price war had been rife 
among gasoline dealers throughout New Jersey and had forced a num- 
ber of gasoline retailers out of business. With the advent of fair 
trade, the price wars ceased and a beneficial climate was reestablished 
for small-business men within that industry in New Jersey. Subse- 
quently, a study of the prices charged in New Jersey under fair trade 
shows that they are below the national average and the prices charged 
in neighboring non-fair-trade areas. 

Along the same vein, Mr. John Dressler, executive secretary of the 
New Jersey Gasoline Retailers Association, told the committee that 
“fair trade ended jungle warfare in gasoline retailing in the State 
of New Jersey, it did not freeze the economy, nor did it milk the 
public * * *,”“ but resulted in lower prices. 

Mr. Dwight T. Colley, vice president, Atlantic Refining Co., Phila- 
delphia, Pa., also talked about the salubrious effect fair trade has had 
in the New Jersey gasoline industry. Without it, he said, gas stations 
would have been limited to the big companies. ‘You would eliminate 
thousands of jobs for the small-business man and then you would be 
putting the business in the hands of big business.” °° 

Mr. Joseph Fleischaker, president, National Appliance and Radio 
TV Dealers Association, testified that discount-house activities have 
injured the status of appliance dealers through such practices as— 


adding false or at least noncustomary charges to the bill, of 
switching customers from advertised merchandise to other 
items that might carry a little better profit, of failing to 
provide satisfactory service that customers expect and thus 
devaluating the brand in the public’s eye and of failing to 
maintain attractive showrooms and a suitable range of mer- 
chandise * * *,° 


Mr. Harry A. Kimbriel, vice president, National Wholesale Drug- 
gists’ Association, New York City, stated that there have been 
numerous price wars since some manufacturers dropped fair trade, 
and the casualties of these wars have been the small retailers. After 
the small retailer is destroyed, Mr. Kimbriel stated— 


* * * the discounter will lose his interest and then the manu- 
facturer and the wholesaler will suffer a loss of volume be- 
cause the incentive to promote and sell these products has 
been lost.®? 


Mr. Courtland J. Silver, a retail jeweler from St. Paul, Minn., al- 
luded to the high rate of business failures and said that— 


Unfortunately, too many small businesses are are squeezed 
between the pressure of big business on one side and the pres- 
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© Hearings, p. 327. 
% Hearings, p. 34. 
53 Hearings, p. 204, 








16 DISCOUNT-HOUSE OPERATIONS 


sure of “upstairs” merchants or discount-house operators on 
the other side.** 


Mr. Louis Rothschild, executive director, National Association of 
Retail Clothiers and Furnishers, Washington, D. C., told your com- 
mittee that— 

* * * discount operations, having ruined the appliance and 
other industries, are looking to new fields to conquer, and un- 
fortunately they are looking upon our trade. Our trade is 
largely the independent men’s-wear retailers of the country.™ 


Manufacturers have limited their outlets and discounters are getting 
their merchandise only through subterfuge. 

Mr. William R. Noble, counsel, National Retail Hardware Associa- 
tion, Washington, D. C., submitted a statement to your committee in 
which he urged the enactment of a Federal fair-trade law. Without 
such a law, retailers have no alternative but to discontinue lines of 
goods which can no longer be sold profitably, he said. 

Mr. Paul C. Williams, president, O. M. Scott & Sons, Marysville, 
Ohio, presented a written statement in which he stated that price cut- 
ting in a given market during the critical selling period destroys the 
market for his company’s product for a full year. For, he said, “* * * 
the price cutters abandon the br: nd § as soon as the mischief is done and 
the producer has lost his market.” 

Mr. John W. Anderson, caiiient American Fair Trade Council, 
Inc., New York City, in a statement alleged that discounters often 
would deny others the pricing methods they employ. He said: 

We have in our files letters from some of the longtime 
prominent discounters seeking our advice as to methods of 
dealing with price-cutting competitors. Examples include 
department stores long accustomed to bait customers by 
noisily cut prices on honored trademarked products that 
produce less than 10 percent of their store volume, but who 
cry for help when a discounter pops up and uses them as 
demonstrators of popular home appliances which the cus- 
tomer then buys from the discounter.” 


Interestingly, Mr. Anderson said, the courts of the commercial 
States have upheld fair trade in the suits attacking its constitu- 
tionality. He said: 


With but two exceptions, fair trade’s losses have been con- 
fined to the largely rural and agrarian States, where courts 
are relatively inexperienced with antitrust and commercial 
legislation. It is certain beyond all dispute that the adverse 
State court decisions were directly caused by the fortuitous 
but successful public-relations campaigns w: aged on behalf of 
the discount fraternity.* 


Mass distribution facilities, Mr. Anderson points out, are costly and 
are painstakingly acquired only through making it profitable for re- 
sellers to deal in his product. Discounters, Mr. Anderson alleged, 
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have disrupted the normal channels of distribution by usurping the 
manufacturers’ prerogative of pricing his product. “Under such con- 
ditions,” he maintained— 


the only recourse of most manufacturers is to limit distribu- 
tion to nondestructive resellers. ‘The small wholesalers and 
retailers who can still avoid the specter of bankruptcy find 
they are selling more and more without profit. Even the 
small discounter is disappearing, destroyed by the forces he 
helped to create.°® 

Mr. Anderson continued : 


Discounters, in effect, also claim the right to set the market 
price for the branded commodity in their competitive area. 
The price charged by the discounter on a given item becomes 
the prevailing price in his locality. In other w ords, the dis- 
counter claims the right which State law has afforded the 
manufacturer—the right to set the market price in compe- 
tition with other products for a similar purpose. The im- 
portant differences are (1) that the discounter has no propri- 
etary interest in the brand, and, therefore is not interested 
in preserving or enhancing its value; and (2) that the price 
set by the discounter is for the immediate and selfish benefit 
of himself, alone, whereas the price level set by the fair 
trader is for the long-run protection of the consumer and of 
all resellers.*® 





Mr. Maurice Mermey, director, Bureau of Education on Fair Trade, 
New York City, said a loss-leader bill would not solve the problem 
confronting many specialty shops and individual businessmen today. 
For, he said, no retailer can sell at delivered cost and stay in business. 
With regard to the claim of discount proponents that fair trade 
increases the cost to the consumer, Mr. Mermey introduced various 
studies holding to the contrary. Indeed, he stated that the studies 
which he cited indicated that fair trade not only had not increased 
the prices to the consumer but actually lowered the price in com- 
parison to the price behavior of the non-fair-traded product. Mr. 
Mermey alleged that if the items had maintained only comparable 
rises in price : that the consumer would not be burdened with soaring 
inflation. 

Mr. Mermey said that proof of the reasonableness of fair trade 
prices is the popularity fair-traded brands have achieved. It is as a 
result of that popularity that the discounters have been able to exploit 
those products as cut-price bait. He said that those who oppose fair 
trade as price fixing really wish to have a monopoly on price fixing, 
for, he said— 


The overwhelming majority of the United States retailers 
concede that a manufacturer of a trademarked product has 
the right to establish the resale price of his product to safe- 
guard the value of his trademark and the stability of his 
distribution system. 


8 Hearings, p. 3 
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He went on to say that the retailer, in purchasing a manufacturer’s 
products, only buys the tangible goods and not the manufacturer’s 
trademark, which, although intangible, is very valuable. Indiserimi- 
nate price-cutting, he said, prov ides an oriental bazaar approach to 
retailing in today’s market place, thereby forcing the manufacturer 
to compete with himself. This, he maintained, gives birth to a de- 
structive type of competition. The fair-trade principle encourages 
constructive competition by helping efficient competitors—small, 
medium, and large—to stay in business because the opportunity for 
profit is available to them. 

Mr. Herman Waller, general counsel to the National Association 
of Retail Druggists, presented a statement in which he said that 
experience has shown that a manufacturer sustains consumer confi- 
dence in his product and upholds his reputation by establishing and 
maintaining a standard resale price for his branded product. 

Selective loss-leader selling, Mr. Waller opined, is rife and dev- 
astating small business as a result of adverse State and Federal court 
decisions. This merchandising technique, he alleged, is “jeopardiz zing 
our free economy and the benefits of free and fair competition.” © 


Further, he said: 


* * * no one desirous to provide the consuming public 
with the benefits of free competition in the market place can 
separate free competition from fair compe tition. Nor ean 
one fail to be impressed with the extent to which fraudulent 
and deceptive practices are woven into the fabric to retail 
distribution as it is related in the practice of selective loss- 
leader selling of identified nationally accepted merchandise.” 


Mr. Waller maintains that at present neither public nor private 
measures or remedies are sufficient preserves to deter these operations. 
Mr. Stanley Weigel, attorney, Landels, Weigel, and Ripley, San 
Francisco, Calif., confined his testimony primarily to the “bait and 
leader price prac tices” of discount houses. 
In his opinion, Mr. Weigel said, such practices are accountable in 
part for the recession experienced during the past year. He said: 


* * * there is nothing basically wrong nor economically un- 
sound in permitting the more efficient retailer, to a degree 
at least, to make more profit than the inefficient. Greater 
profit is hardly an inappropriate reward, in our free-e nter- 
prise system, for greater efficiency or service or know-how.° 


Further, he said: 


* * * the lesser public good must yield to the greater. The 
adverse social and economic consequences of bait and leader 

practices completely outweigh any disadvantage in permit- 
ting voluntary resale price maintenance on competitive trade- 

marked products.” 


*. Hearings, p. 98. 
®2 Hearings, p. 98. 
*% Hearings, p. 353. 


oro 


% Hearings, p. 353 





DISCOUNT-HOUSE OPERATIONS 19 


Mr. Weigel pointed out: 


* * * that resale price maintenance is obtained by the indus- 
trial giants among manufacturers through establishment of 
their own retail outlets or through * * * consignment. There- 
fore, in addition to the social gain which flows from permit- 
ting resale price maintenance on trademarked products as 
the only effective remedy against bait and leader pr actices, it 
has also the social gain of equalizing competitive opportunity 
on the part of smaller independent manufacturers and re- 
tailers. 

The clinching answer to the contentions of the economic 
experts who oppose permissive, voluntary, carefully safe- 
guarded resale price maintenance goes yet ‘deeper. It lies in 
the fact that the important competition, the competition 
which in the end really protects the consumer, is competition 
between manufacturers. 


He went on to say: 


It is up to each manufacturer to decide whether or not he 
wants to take the risk of establishing a resale price on goods 
identified by his own trademark. 

If he elects to take the risk, he must reckon with competi- 
tion. This is because he cannot avail himself of the rights 
offered unless there is competition. If the resale price estab- 
lished is too high, competitors will take business away from 
him; if it is too low, he will face bankruptcy. No proper cor- 
rective measure will undertake to repeal the law of supply and 
demand nor the necessity of reckoning with competition. 

* * * * * 


The plain fact is that there is always price fixing in any 
economy. Some types of price fixing are bad. But that does 
not make all price fixing bad. Indeed. there can be no sale or 
purchase of anything unless a price is fixed. Every seller has 
to fix a price at which he will sell; otherwise there can be no 
trade. 

The price fixing which is bad, antisocial, and uneconomic 
is price fixing by combinations. If competing manufacturers 
get together to fix prices on their competing products, then 
you have destruction of competition. Then you have a begin- 
ning of monopoly, if indeed, not monopoly itself. 

Nothing of this sort is involved, permitted, tolerated, en- 
couraged, or condoned by any measure properly drafted to 
prov ide a remedy against bait and leader practices. The op- 
posite is true. Price fixing by combination or on monopoly 
products is expressly prohibited in all such measures which 
have any responsible support. 


Mr. D. L. MacCuaig, manager, housewares and radio receiver di- 
vision, General Electric Co., Bridgeport, Conn., called discount houses 
merely a new and broader manifestation of the ancient art of price 
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cutting. Mr. MacCuaig testified that his company, which engaged 
in fair trade until February 1958, was— 


under no illusions fair trade was the perfect answer to all of 
our distribution problems but rather were convinced it was 
the most practical approach for us as a manufacturer to de- 
velop and perpetuate our reputation with the public and the 
trade for products of inherent uniform value and of superior 
quality. We also sought to encourage thousands of small 
dealers to handle our products by offering them an opportu- 
nity to stock and sell these items on a realistic, profitable 
basis. 
He said his firm continued fair trade as long as it was able to carry 
out its objectives and that, in abandoning fair trade, General Electric 
did not abandon its belief in the fair-trade principle. 


On the contrary, we are convinced fair trade has demon- 
strable benefits for both dealers and consumers. To the 
thousands of dealers handling our products it provided an 
opportunity to obtain reasonable compensation for their role 
in the distribution process. To the millions of consumers 
who purchased our products under a fair-trade program, it 
meant the continuing and ready availability of General Elec 
tric merchandise of increased quality and utility at low but 
realistic prices. 


Stating that fair trade brought about cheaper prices, Mr. MacCuaig 
said: 

The fair trading of our products had never been synony- 
mous with excessive margins or inflated retail prices. In 
fact, the lowering of retail prices under a fair-trade program 
has been made possible not only through major design and 
manufacturing improvements for consistently better prod- 
ucts but by virtue of lower distribution costs which brought 
about reductions in markups at both the wholesale and retail 
levels. 


Based on General Electric’s experience with fair trade, Mr. Mac- 
Cuaig said widespread price cutting and discount selling in non-fair- 
trade States had caused the concentration of the company’s products 
in the hands of fewer and larger dealers and concurrently destroyed 
the company’s efforts— 


to create a uniform product value for our merchandise in the 
minds of consumers and, in all too many cases, forced the 
reduction of distributor and dealer margins to unsound and 
uneconomic levels.”° 


Mr. Herman T. Van Mell, vice president and general counsel, Sun- 
beam Corp., Chicago, Ill., submitted to the committee a statement in 
support of fair trade in which he chided the Justice Department and 
the Federal Trade Commission for spearheading attacks against fair 
trade. He said that, since it is obvious these Government agencies 


® Hearings, p. 80. 
® Hearings, pp. 80-81. 
® Hearings, p. 81. 
7 Hearings, p. 82. 





DISCOUNT-HOUSE OPERATIONS 21 


will continue their hostility to fair trade, any new legislation must 
be written in such a way as to define clearly ‘congressional intent so 
that it will not be thwarted again by these agencies. These agencies, 
he said, in their zeal to foster price competition are striking at the 
very roots of production. 

Mr. Van Mell maintained that at any given time all prices through- 
out the United States are, in fact, fixed and that cut pricing and loss- 
leader pricing fix prices. Therefore, he said, in order to provide the 
consumer with a diversification of products, constant improvements 
in them, as well as the development of new products, the manufac- 
turers, distributors, and retailers must be assured of an opportunity 
to make a reasonable profit. 

Under fair trade, Mr. Van Mell said, the producer has no assurance 
of getting his price; therefore, the manufacturer is forced— 


to fix such price in an amount sufficient to realize the profits 
necessary to keep the production machinery going and grow- 
ing but not so high as to make his goods unsalable.” 


The results of price wars are restrained trade, restrained production 
and a suffering economy, Mr. Van Mell alleged. He told of the ex- 
perience of his company in operating in areas without fair trade. In 
Utah, Sunbeam outlets fell from 1 167 to 607 within 2 months after 
that State went off fair trade. Nine months later the number had 
shrunk to 303, with 19 of these accounting for 61.4 percent of the 
total volume of sales and over 40 percent of the total attributable to 
8 loss-leader and discount houses. 

A concomitant of this, he said, was: 


* * * the remaining powerful dealers went to work on the 


distributors playing each against the other, so that they in 
turn were forced to give up most of their markup and com- 
plained that they were losing money on the sale of Sunbeam 
appliances, thus forcing them to curtail or eliminate most of 
their distributing and sales promotion functions. It, there- 
fore, became necessary for Sunbeam to reduce the number of 
distributors in that area 


In Missouri he recited a similar situation with the number of dealers 
dropping from 2,125 to 334 with 4 percent doing 80 percent of the 
business. 

Mr. Van Mell made it clear that he was not attacking any particular 
retailer but rather the laws which permit and encourage loss leaders: 
“The present antitrust law is economically and mor ally wrong and 
contrary to the overall interests of the country as a whole.” 

He concluded by saying experience in Canada has shown that price- 
cutting restrains and monopolizes trade and that a false antitrust 
policy in this country is destroying small dealers and distributors. 
Sunbeam, he said, heartily endorses S. 3850, which provides for a 
Federal fair-trade law.” 
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WITNESSES WHO APPEARED BEFORE THE COMMITTEE ON DiIscouUNT-HOUSE 
OPERATIONS 


Akerman. Alex, Jr., executive secretary, National Anti-Price-Fixing Association, 
National Press Building, Washington, D. C. 

3icks, Robert A., First Assistant to the Assistant Attorney General, Antitrust 
Division, Department of Justice; accompanied by Lawrence Gochberg, 
attorney. 

Brewster, Ray, president, Ray Brewster, Inc., marketing consultants, 50 Sutton 
Place, New York, N, Y. 

Carretta, Albert A., attorney, Carretta & Counihan, 1000 Connecticut Avenue, 
Washington, D. C. 

Colley, Dwight T., vice president, Atlantic Refining Co., Philadelphia, Pa. 

Dressler, John, executive secretary, New Jersey Gasoline Retailers Associa- 
tion & Allied Trades, Inc., Marlboro, N. J. 

Fleischaker, Joseph, president, National Appliance & Radio-TV Dealers Associa- 
tion, 317 South Fourth Street, Louisville, Ky. 

Fort, Charles F., president, Food Town Ethical Pharmacies, Inc., 8455 Florida 
Street, Baton Rouge, La. 

Gwynne, John W., Chairman, Federal Trade Commission; accompanied by 
Harry A. Babcock, Executive Director; Earl W. Kintner, General Counsel: 
John T. Loughlin, Assistant General Counsel; and Paul M. Cameron, Chief of 
Division of Trade Practice Conferences, Federal Trade Commission. 

Kimbriel, Harry A., executive vice president, National Wholesale Druggists’ 
Association, 60 East 42d Street, New York, N. Y. 

Klamon, Joseph M., professor of marketing, School of Business Administration, 
Washington University, St. Louis, Mo., on behalf of The Consumers’ Federa- 
tion of St. Louis and St. Louis County. 

Kolodny, Joseph, managing director, National Association of Tobacco Dis- 
tributors, 200 Fifth Avenue, New York, N. Y. 

Lebow, Victor, marketing consultant, 347 Madison Avenue, New York, N. Y. 

Lee, Stewart M., chairman, department of economics and business administra- 
tion, Geneva College, Beaver Falls, Pa. 

MacCuaig, D. L., manager, distribution planning, housewares, and radio receiver 
division, General Electric Co., Bridgeport, Conn., accompanied by Winston 
Pickett, counsel. 

McEwen, Rev. Robert J., S. J., chairman, department of economics, Boston 
College, Chestnut Hill, Mass. 

Machlup, Fritz, professor of political economy, Johns Hopkins University, 
Baltimore, Md. 

Masters, Stephen, president, Masters, Inc., 66 West 48th Street, New York, N. Y. 

Mermey, Maurice, director, Bureau of Education on Fair Trade, 205 East 42d 
Street, New York, N. Y. 

Meyer, Wilfred 1., partner in the firm of Schwegmann Bros. Giant Supermarkets, 
New Orleans, La. 

Nellis, Joseph L., counsel, National Association of Consumer Organizations, Inc., 
Colorado Building, Washington, D. C. 

Rothschild, Louis, executive director, National Association of Retail Clothiers 
and Furnishers, Munsey Building, Washington, D. C. 

Rothwell, Thomas A., counsel, American Fair Trade Council, Inc. 11 East 44th 
Street, New York, N. Y. 

Scholl, Robert H., vice president, Esso Standard Oil Co., New York. N. Y. 

Shutt, Marvin, secretary, National Sporting Goods Association, 716 North Rush 
Street, Chicago, Il. 
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Silver, Cortland J., Silver Jewelers, 14 West Seventh Street, St. Paul, Minn. 

Waller, Sidney, Waller & Waller, 32 West Randolph Street, Chicago, Ill., in 
behalf of the National Association of Retail Druggists. 

Weigel, Stanley A., member of law firm of Landels, Weigel, & Ripley, 275 Bush 
Street, San Francisco, Calif. 


PERSONS WHO PRESENTED WRITTEN VIEWS ON DISCOUNT-HOUSE OPERATIONS 


Anderson, John W., president, American Fair Trade Council, Inec., 11 East 44th 
Street, New York, N. Y.—written statement placed in the record by Thomas 
A. Rothwell, counsel. 

silkey, Warren J., associate professor of economics, University of Notre Dame, 
Notre Dame, Ind.—statement on discount-house operations. 

Duffy, Joseph A., executive director, American Booksellers Association, New 
York, N. ¥.—statement in support of S. 3850 and H. R. 10527. 

Dunn, Charles Wesley, chairman of New York State Bar Association, New York, 
N. Y.—letter expressing views on resale-price maintenance. 

Hall, Thomas F., Jr., in behalf of Consumers Information Bureau, New York, 
N. Y.—statement expressing views on resale-price maintenance. 

Haller, William, Jr., chairman, department of economics, Dickinson College, 
Carlisle, Pa.—statement on discount-house operations. 

Hollander, Stanley C., associate professor of business administration, College of 
susiness and Public Service, Michigan State University, East Lansing, Mich.— 
statement in opposition to a Federal resale-price-maintenance law. 

Hubbell, John W., vice president, Simmons Co., New York, N. Y.—letter express- 
ing views on resale-price maintenance. 

Jenkins, O. A., Washington, D. C., on behalf of the Retail Jewelers of America, 
Inc., New York, N. Y.—statement. 

Van Mell, Herman T., vice president and general counsel, Sunbeam Corp., Chi- 
cago, Ill.—statement. 

Noble, William R., counsel, National Retail Hardware Association, Washington, 
D. C.—statement. 

Oxenfeldt, Alfred R., professor of marketing, Columbia University Graduate 
School of Business, New York, N. Y.—statement. 

Stephenson, S. J., manager, portable appliance division, Westinghouse Electric 
Corp., Pittsburgh, Pa.—letter expressing views on resale-price maintenance. 
Vermes, L. M., Springfield, Mass.—telegram expressing views on discount-house 

practices. 

Waller, Herman S., Waller & Waller, 32 West Randolph Street, Chicago, Ill.— 
written statement on behalf of the National Association of Retail Druggists. 

Willensky, William, president, E. J. Korvette, Inc., New York, N. Y.—statement. 

Williams, Paul C., president, O. M. Scott & Sons, Marysville, Ohio—letter ex- 
pressing views on retail price cutting. 
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SMALL-BUSINESS PARTICIPATION IN GOVERNMENT 
PROCUREMENT—1958 


DECEMBER 30, 1958.—Filed under the authority of the order of the Senate of 


August 22, 1958, and ordered to be printed 


Mr. Smatuers, from the Select Committee on Small 
Business, submitted the following 


REPORT 


INTRODUCTION 


As the complexity factor of our defense arsenal increases, all evi- 
dence strongly suggests that small business will find it correspondingly 
more difficult to participate as prime contractors in military procure- 
ment. During fiscal year 1958, small business was awarded only 3.7 
percent of the total prime-contract dollars in the field of research and 
development. This contributes to the continuing decline of small- 
business participation in overall defense procurement, for unless a 
company enters the picture during the research and development stage, 
its chances of obtaining production contracts for the developed item 
areminimal. With these considerations in mind, it is especially timely 
that Public Law 85-536, the 1958 Small Business Act, bestows greater 
authority upon the Small Business Administration in assisting indi- 
vidual small firms to obtain research and development contracts and in 
assisting groups of small firms to undertake joint research and develop- 
ment programs. Those provisions of the act are prefaced by the fol- 
lowing statement of policy: 


Research and development are major factors in the growth 
and progress of industry and the national economy. The 
expense of carrying on research and development programs 
is beyond the means of many small-business concerns, and 
such concerns are handicapped in obtaining the benefits of 
research and development programs conducted at Govern- 
ment expense. These small business concerns are thereby 
placed at a competitive disadvantage. This weakens the com 
petitive free enterprise system and prevents the orderly de- 
velopment of the national economy. It is the policy of the 
Congress that assistance be given to small business concerns to 


j 
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enable them to undertake and to obtain the benefits of research 
and development in order to maintain and strengthen the 
competitive free enterprise system and the national economy.’ 


The set-aside procedure has, undoubtedly, been a major deterrent to 
the trend toward greater use of large firms. During fiscal year 1958, 
more than “1 billion in defense prime contracts were agreed to be 
set aside solely for small business concerns. This represents nearly 
a third of the total prime-contract dollars awarded to small con- 
cerns during that period. The 1958 Small Business Act will give 
added impetus to the already wide utilization of the set-aside pro- 
gram. Formerly, set-asides have been authorized only when “in the 
interest of maintaining or mobilizing the Nation’s full productive 
capacity” or when “in the interest of war or national defense pro- 
grams.” Both of these were cbviously keyed more to an emergency 
use of set-asides than the 1958 act, which provides that set-asides 
may be made when it is— 


purchases and contracts for property and services for the 
Government are placed with small business concerns.? 


in the interest of assuring that a fair proportion of the total 


Tn addition, t] 


1e act provides that “classes of awards or contracts” may 
1 small business. ieesernns each individual procure- 
ment involved a separate determinati 

It is not inconceivable that the set-aside procedure, in light of the 
new provisions and in light of the success already achieved, could well 
be the instrument through which small concerns will regain a more 
equitable position in the defense contract picture 

Almost continually for the past several years, the percentage of 
prime-contract dollars oennad to small business ig the Department 
of Defense has shown a declining trend. In fiscal year 1958, for 
example, the percentage was 17.1, compared to 19.8 during the pre- 
vious fiscal year. On the other side of the coin is the fact that during 
the period from January 1, 1955, to December 31, 1957, the Depart- 
ment of Defense awarded 23 percent of its prime-contract dollars to 
5 industrial giants. While this trend has been explained, in part, by 
the increasing purchases of items that smaller concerns cannot pro- 
duce, your committee is interested in the extent to which procurement 
procedures, as opposed to military requirements, militate against 
small business. 

One of the functions of the Government Procurement Subcommit- 
tee is to stay abreast of the various problems encountered by small 
concerns in the procurement sphere, and to recommend possible solu- 
tions where called for. In order to keep currently advised of such 
problems, the subcommittee annually conducts hearings, during which 
representatives from the executive branch are invited to testify on 
the current status of their small-business programs. During the past 
session of Congress your subcommittee, under the chairmanship of 
Senator George Smathers, held a full week of hoes! ings on this subject 
The first 3 - avs were held on April 29 an id 30 and on May 1, and were 
devoted exclusively to the problems of missiles and other phases of 
space exploration, as these affect small business. On July 23 and 24, 


be set aside ft 


1See. 9 (a), Public Law 536, 85th Cong., 2d sess. 
21Id., sec. 15. 
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your committee heard testimony concerning the overall small-business 
programs of the following agencies : 
July 23: Department of Defense 
Department of the Army 
Department of the Navy 
Department of the Air Force 
July 24: General Services Administration 
Civil Aeronautics Administration 
Atomic Energy Commission 
Veterans Administration 

In addition, the Small Business Administration, the National Ad- 
visory Committee for Aeronautics, and the International Coopera- 
tion Administration submitted written reports. 

Subsequent sections of this report will summarize the statements 
contained in the reports and in the testimony of the witnesses. In 
the opinion of the committee, this review presents the highlights of 
the total record. 


e 








CHAPTER I. MILITARY AGENCIES 
A, DEPARTMENT OF DEFENSE 


Andrew W. Duncan, Director for Small Business Policy of the 
Department of Defense, read a statement prepared by Perkins Mc- 
Guire, Assistant Secretary of Defense (Supply and Logistics), who 
was unable to attend the hearings. (References herein to the Secretary 
are taken from his statement; references to Mr. Duncan are taken from 
lhis responses to questions. ) 

During fiscal year 1958 the Department of Defense awarded 17.1 
percent of its prime-contract dollars to small business. This repre- 
sents a 2.7 percent decrease from the previous year, and is 7.3 percent 
less than that portion awarded to small concerns just 4 years ago. The 
following chart indicates the record of Defense for the first 10 months 
of fiscal year 1958 :? 

Exurpit I (da) 
TABLE I.—Net value of military procurement actions with business firms for 
work in the United States’ 


{Dollar amounts in thousands] 


Fiseal year to date 














This Last | 

Type of firm and month, month, | Year ago 1958 1957 | Fiscal year 

department April 1958 | March 1958| April 1957 os : 1957 total 

July 1957 to July 1956 to 
April 1958 | April 1957 

$1, 524, 200 | $2, 602,258 | $1, 637,362 |$14, 824, 599 |$16, 230, 331 | $19, 132, 697 
575, 496 404, 186 434, 804 2, 824, 902 4, 446, 126 
é Ras Ss 462, 002 472, 486 434, 850 4, 739, 888 5, 894, 277 
Air Force. 486, 702 1, 725, 586 767, 708 7, 259, 809 8, 792, 294 
Small firms 397, 362 306, 283 108, 549 2, 538, 710 2, 871, 030 3, 782, 526 
Army... 227, 236 164, 951 1, 054, 497 1, 348, 088 312 
Navy 2_..- 98, 834 190, 482 817, 339 990, 915 , 231, 745 
Air Force . 71, 292 53, 116 466, 874 §32, 027 3, 469 
Other firms. 1, 126, 838 | 2,295, 975 1, 228, 813 | 12, 485, 889 | 13, 359, 301 15, 350, 171 
Army... 348, 260 252, 963 69, 853 1, 770, AC 1,836,048 | 2,618, 814 
Navy 2... 363, 168 395, 326 244,368 | 3, 4, 287, 454 4, 662, 532 
Air Force- . 415,410 | 1, 647, 686 714, 592 7, 235, 799 8, 068, 825 

Small firms as percent ercent | Percent Percent Percent Percent Percent 
of total... 26.1 | 11.8 25.0 15.8 17.7 19.8 
Army... 39.5 | 37.4 37.9 37.3 42.3 41.1 
Navy ?. 21.4 | 16.3 43.8 17.2 18.8 20.9 
Air Force 14.6 4.5 6.9 | 6.4 6.8 8.2 


1 Includes United States Territories and possessions, and the Commonwealth of Puerto Rico. Excludes 
intragovernmental procurement and procurement from educational and nonprofit institutions. 

2 Includes the Military Petroleum Supply Agency and its predecessor, the Armed Services Petroleum 
Purchasing Agency 





Source: Office of the Assistant Secretary of Defense (Supply and Logistics), June 19, 1958, 


1 Hearings : Small-Business Participation in Government Procurement—1958, 85th Cong., 
2d sess., p. 18. 
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As was indicated in the Secretary’s report, the Defense Depart- 
ment awarded more actual prime-contract dollars to small business 
during the past fiscal year than in any previous year. This fact is, 
of course, commendable. In light of the increasing concentration of 
Defense contract dollars in the hands of a relatively few large con- 
cerns, however, the percentage of prime-contract dollars awarded to 
small business is of greater significance. 

Subcontracting 

Reports have now been received for the entire calendar year 1957 
on the extent of small business subcontracting by the primes. Those 
companies reporting paid $1,867,328,000 to their first-tier small-busi- 
ness subcontractors during the first half of 1957 and $1,782,214,000 
in the second half. For the 3 semiannual reports now received, a 
level of more than 20 percent of all receipts on Government prime 
contracts paid to small-business first-tier subcontractors has been 
maintained : * 

ExurBit I (b) 
Summary of reports of large prime contractors participating in the defense 
small-business subcontracting program 


[Dollar amounts in thousands] 


July- January- |  July- Calendar 
December | June December | year 1957 
1956 1957 1957 | (prelimi- 
| | nary) 
: co 
| | 
Number of contractors reporting 257 | 272 | 244 | 294 
Military contract receipts: | | 
From military procurement agencies - $6, 674,030 | $7,703,575 | $7,397,069 | $15, 100, 644 
; : I : a 
From business concerns (under subcontract 1, 220,208 | 1,393,815 | 1,311,712 | 2,705, 527 
Total ‘ 7, 894, 238 | 9, 097, 390 8, 708, 781 | 17, 806, 171 
Military subcontract and purchase payments 
To small-business concern 1,694, 944 | 1,867,328 | 1,782, 214 3, 649, 542 
To other business concerns 2, 728,846 | 3,022,556 | 3, 12 2,008 6, 145, 333 
Total: ..... 1,423,790 | 4, 889, 884 | {, 904, 991 9, 794, 875 
Percent of total receipts paid out to subcontractors: Percent | Percent Percent Percent 
To small-business contractors ‘ ee 21. 5 | 20. 5 20. 5 20. 5 
To other subcontractors : ‘ 34. 5 | 33.3 | 35.8 34.5 
Total 56.0 | 53.8 56.3 | 55. 0 


Norte.—Includes reports received from all pe ipating companies in all periods. An analysis of returns 


for the first and second half of calendar year 1957 showed that 222 identical contractors reporting in both 
periods received $17,319,973,000 or 97.3 perce * of = al rece ipts o f all 294 reporting companies. Payments 
by the 222 identical contractors to small business totale ,560,000, or 96.1 percent of the total for all 






reporting companies. The small-business ratio for identical ca ractors was 20.2 percent. 
Research and development 
During the first 10 months of fiscal year 1958, small business re- 


ceived a negligible 3.2 percent of all research and de velopment contract 
dollars awarded by the Defense Department.® 


21d., p. 17. 
*34,, 0.22. 
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Exuierr I (e) 


TABLE II.—Net value of military procurement actions with business firms foi 
experimental, developmental, and research work in the United States,’ Apri 











1958 
{Dollar amounts in thousands 
Fiscal year to dat 
This Last 
I'ype of firm and month, mon th, Year ago 1958 1957 Fiscal year 
department April 1958 | March 1958; April 1957 . a 1957 total 
July 1957 to|July 1956 to 
April 1958 | April 1957 
Total. eb $232, 232 $408, 477 $333, 643 | $2, 547,934 | $2, 382, 702 $3, 033, 143 
Army 47,442 34, 054 27, 638 293, 366 229, 489 360, 772 
Navy? 99, 204 57, 450 73, 977 644, 516 514, 390 650, 299 
Air Force 85, 586 316, 973 232, 028 1, 610, 052 1, 638, 823 2, 022, 072 
S I] fi 9, 837 10, 990 | 22, 244 81,122 93, 511 | 130, 502 
Arm) 2,277 2,959 18, 92 23, 46 35, 732 
Navy 4,414 14, ARS | 32,715 41, 464 4, 826 
Air For 4, 299 4, 697 29, 482 28, 582 39, 944 
Other firms 212, 395 397, 487 311,399 | 2,466,812 | 2,289, 191 2, 902, 641 
Army 42, 212 31,777 24, 679 274, 441 206, 024 325, 040 
Navy 90, 937 53, 036 59, 389 611, 801 472, 926 595, 473 
Air For< 79, 246 312, 674 227, 331 1, 580, 570 1, 610, 241 1, 982, 128 
Small firms as percent Percent Percent Percent Percent Percent} Percent 
f total. 8.5 | 2.7 6.7 3. 2 3.9 4.3 
Army | 6.7 10. 7 6.5 10.2 9.9 
Navy 2_. a 8.3 74 19.7 5.1 8.1 8.4 
Air For 7.4 1.4 2.0 1.8 Ld 2.0 
1 Includes United States Territories and possessions, and the Commonwealth of Puerto Rico. Excludes 
ntrage mental procurement and procurement from educational and nonprofit institutions, 
2 Inclu the Military Petroleum Supply Agency and its predecessor, the Armed Services Petroleum 
Purch Ager 
Source: Office of the Assistant Secretary of Defei Supply and Logistics), June 19, 19°8 


Secretary McGuire said that all the services are working closely 
with his office in an effort to clear more small businesses for the classi- 
fied information vita] to the obtaining of most research and develop- 
ment contracts. The activities in this field during fiscal year 1957, the 
Secretary said, have resulted in 356 firms of small business being 
awarded research and development contracts for the first time. 

Another innovation that should contribute to assisting small busi- 
ness in the research and development area, the witness said, is section 
1X, part 2, of the Armed Services Procurement Regulations. This 
provision, effective since July 1957, requi res every firm to submit es- 
sential manufacturing data gathered in fulfillment of a research and 
development contract. The purpose of this provision is, of course, 
to open the developed item to competition. Secretary McGuire voiced 
his confidence “that this provision will stimulate competitive pur- 
chases in the future.” 4 
i GANS, Groups, and production nore 

The Defense Secretary stated that he has encouraged the military 
departments to assist in the formation of teams, groups, and produc- 
tion pools to the maximum practicable extent. He suggested that the 
results so far indicate that substantial benefits will accrue to members 


4Id., p. 14. 
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of such teams by placing them in a competitive position of size, know- 
how, ete., in order to bid on and receive contracts for the complex 
weapons being purchased today. 

In an exc hange of correspondence with your committee prior to the 
hearings, the Secret tary wrote that certain military planners have 
concluded : 


* * * that members of industry should be advised that it be- 
hooves them, both in their own interest and in the interest 
of defense, to explore to the fullest the possibilities of effect- 
ing closer working relationships between companies, large or 
small, for the purpose of developing new technologies in the 
Ww eapons field. 


The Secretary continued, in a quotation from Gen. William T. Thur- 
man, Assistant for Production Programing, Department of the Air 
Force, as follows: 


aed weapons systems and major subsystems required by 
the Air Force will involve such complexity and state-of-the- 
art development problems that many companies in this coun- 
try will be unable to independently develop and produce those 
systems. In many cases the contributions of various contrac- 
tors should be much greater than those usually resulting from 
the traditional prime contractor and subcontractor relation- 
ship.® 


As an example of the activity now going on in this area, the Secre- 
tary cited the Integrated Industry Missiles Team C oncept, which has 
been put into effect in the St. Louis Ordnance District of the Army. 

In response to questioning, Mr. Duncan stated that the military 
services would, of necessity, rely on individual companies in the forma- 
tion of production pools. Mr. Duncan observed that, for the most 
part, these teams will not be comprised wholly of small firms, because 
of the tremendous number of personnel normally required. In addi- 
tion, he added, the initiative in forming these groups must come from 
the companies themselves. The Defense Department can render assist- 
ance; but if the particular companies cannot “form a good effective 
working team, nobody else can glue them together and make them 
effective.” ° 

Mr. Duncan stated that, in his judgment, the primary reason for the 
decline in awards to small business over the past several years is the 
fact that— 


there are certain items which simply do not lend themselves to 
production by small business, and that we have, over a period 
of years, of necessity, turned more and more to the production 
and development of those items, * * * specifically, * * * 
such things as aircraft and missiles.’ 


The Defense witness deemed it “inevitable” that a step-up in procure- 
ment of such items results in a lower percentage of awards to small 
business. He did say, however, that with the pendulum necessarily 


5 Letters retained in committee files. 
6 Hearings : Small Business Participation in Government Procurement—1958, 85th Cong., 
2d sess., p. 8 


Id., Dp. 10. 
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swinging in favor of the large primes in the field of complex and 
major weapons, it behooved the Defense Department. to compensate 
smaller concerns in whatever way found possible, and particularly by 
accelerating the set-aside program. 

Secretary McGuire reported that there had been a substantial in- 
crease in the set-aside program. Of those procurements screened dur- 
ing fiscal year 1958, 15,221 actions, representing over $1 billion, were 
agreed to be set aside exclusively for small business. 

Contract amendments 

Earlier this year your committee questioned the extensive use of 
the contract-amendment method of procurement by the military serv- 
ices. Secretary McGuire opined that there are at least five distinct 
occasions when this method may be used with adequate justification : 

(a) Addition of funds required by definization of letter con- 
tracts ; 

(6) Supplementary funds obligated for initial spares author- 
ized under existing contracts; 

(c) Addition or deletion of funds on a basic contract resulting 
from pricing adjustments; 

(2d) Addition of funds to cover engineering changes pursuant 
to - changes article in the basic contract ; 

(e) Where it has been clearly established that additional quan- 
tities or work must be placed with an existing contractor. This 
decision is often dependent on which is “simplest or is otherwise 
in the best interest of the Government.” * 


As an example of the latter instance, the Secretary said that once 
the winner of a design competition has tooled up and gotten into 
production— 


procurement of additional units or of spare parts made by 
the contractor can be accomplished more beneficially by 
amendment to the original contract, in the normal case, than 
by any other method.* 


B. DEPARTMENT OF THE ARMY 


Frank Higgins, Assistant Secretary of the Army (Logistics) pref- 
aced his report with the assurance that “today * * * the Army is in 
accord with the [small business] program and is giving the program 
its wholehearted support.” ® The Secretary averred that in this age 
of increasingly sophisticated weaponry it has been ‘a considerable 
accomplishment and evidence of our sincerity” ® for the Army to have 
“held its own in the amount of procurement going to small business 
firms.” * The Army awarded 37.1 percent of its prime-contract dollars 
to small concerns during fiscal year 1958. 

The encouragement of increased subcontracting by the prime con- 
tractors has been given special emphasis by the Army. Of the 166 
firms reporting, subcontracts to small firms during July-December 
1957 amounted to almost $81 million on the first tier. The records 
indicate, however, that the 14 percent subcontracting done by Army 
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prime contractors is considerably less than the overall Defense Depart- 
ment average. 

By means of a chart presentation,” it was pointed out to the com- 
mittee that Army procurement can be divided into four distinct busi- 
nesses: textiles, construction, subsistence ‘e, and supplies and services. 
In all four of these, small business receives a substantial percentage 
of the contract dollars. In a fifth category, however, designated as 

“major items,” the amount of dollars aw arded to small business is a 
comparatively insignificant 6 percent. 

While the following charts aptly portray the fact that there are 
certain areas in which small business can fare proportionately better, 
another observation might be made here. In the first 4 businesses on the 
first chart, reading left tor ight, large business was awarded the residue 
percentage from that shown, or 21 percent of textiles, 31 percent of con- 
struction, 36 percent of subsistence, and 55 percent of supplies and 
services. On the other hand, among the major items, which, in dollars, 
is very nearly equal to the sum of the other 4, large business received 
94 percent. With this latter figure in mind, one cannot herald too 
enthusiastically the moderate heights achieved by small business in 
procurement areas admittedly suitable to their operations, unless the 
foregoing percentages are indicative of the actual quantities available 
from small business. 


Td., pp. 28 and 31. (See following charts.) 
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Activities of the Ch icago Ordnance District 

William Livingston, Deputy Chief of Operations for the Chicago 
Ordnance District, outlined the efforts of his office in seeking out the 
plant facilities of small business in his district. 

As in most procurement centers, the district headquarters has a bid- 
board showing all advertised procurements proposed to be made in 
the Ordnance Corps. In March of this year the district instituted a 
program, in cooperation with various chamber of commerce groups, 
whereby a replica of the headquarters bid-board was installed in sev- 
eral other widely scattered cities within the district. The effect of this 
move has been to put prospective bidders on notice of pending pro- 
curements many days in advance of when they would normally be ad- 
vised, for example, through the Department of Comn lerce synopsis. 
Asa result, the prospective bidder can now receive an invitation for bid 
from the Chicago office with a minimum lapse of time. Within the 
framework of this program since its inception, 150 bids have been 
submitted from small businesses and 29 of these were awarded con- 
tracts as the low bidder. 

Plans are now being made to put this program into effect in the 13 
other ordnance districts of the Army throughout the country. Mr. 
Livingston and his coworkers of the Chicago Ordnance District are to 
be commended for their efforts on behalf of the smaller concerns of 
that area. 


T° sting the market 


In response to questioning, Secretary Higgins said that he favors 
negotiation over any other method of procurement; that he feels it is 
absolutely necessary to test the market periodic ally on what would 
normally be 100 percent set-aside actions, as the only way to assure 
that the Army is getting the lowest price; and that a polic) v statement 
to this effect has been issued by the Army. What this sort of policy 
fails to take into consideration is that in many industries and in the 
manufacture of many products, small concerns make up the vast ma- 
jority of those so engaged; and, as a result, the sheer free play of com- 
petition would adequ: ately assure the most frugal procurement price 
for the military services. 

Jack W. Askins, Army small business adviser, outlined the many 
steps taken by that Department during the past year in furtherance 
of the overall small-business program. He cited the outstanding 
one itive record of the Army in the set-aside field, its efforts in 
behalf of stressing the program down through all echelons, and the 
team-concept activities of the St. Louis Ordnance District. 


C. DEPARTMENT OF THE NAVY 


Fred A. Bantz, Assistant Secretary of the Navy (Material), advised 
the committee that during fiscal year 1958 the Navy awarded 18.7 
percent of its prime-contract dollars to small business, a decline of 
2.2 percent from the amount awarded during the previous year. 

The Navy witness said, however, that, of the 8 principal purchasing 
offices of the Navy, 5 actually increased their percentage of awards to 
small business, 1 remained constant, and only 2, Bureau of Ordnance 
and the Military Sea Transportation Service, showed a decline. Here 
again, in the Bureau of Ordnance, where the responsibility for mis- 


SMALL-BUSINESS PARTICIPATION—1958 13 


siles and other “sophisticated weaponry” is concentrated, large busi- 
ness accounted for 97.1 percent of all prime-contract dollars. 

Secretary Bantz pointed to seven aspects of the Navy’s small-busi- 
ness program that have received particular emphasis during the past 
year: 

(1) Navy small business policy. 

(2) Increased familiarization and education of the so-called 
“middle management” group of procurement and_ technical 
personnel. 

(3) Cooperation with SBA in the use of set-asides. 

(4) Small business program of the Military Petroleum Supply 
is 

(5) Subcontracting. 

(6) Program to increase the flow of classified research and de- 
velopment information to small business. 

(7) Participation in meetings, exhibits and conferences held by 
DOD, and SBA. 

Small-business policy 

Navy small-business program policies were reviewed in light of the 
codification of the Armed Services Procurement Regulations by the 
Department of Defense. Little change was made, except for certain 
refinements and the adoption of a reference system in accord with the 
numbering system of ASPR. Increased responsibility was placed 
upon the small-business specialists in reviewing requests for Govern- 
ment-furnished facilities and adequacy of drawings and specifications, 
and insuring proper documentation of all points under the program 
in each procurement. In addition, the specialists were expressly 
placed under the direct command of the head of the procuring activity 
or the commanding officer and were not to be subject to contracting or 
technical personnel. Also, part-time specialists’ small-business activi- 
ties were to take precedence over their other duties. 
Middle management 

The transcript and reports of last year’s policy hearings have been 
studied by all procurement and technical personnel. A memorandum 
letter, demonstrating the basic reasons for a small-business program, 
has been issued to these personnel. 
Set-asides 

During the first 11 months of fiscal 1958, the Navy set aside $328 
million for small business, whereas, in the same period during ae 
previous year, the figure was $179 million. 


Subcontracting 


A level in excess of 20 percent has been maintained by companies 
reporting to the Navy. 


Procurement opportunity meetings, conferences, and exhibits 


The Navy participated in 26 triservice procurement conferences and 
7 exhibits of business opportunities held last year. 


uTd., p. 57 
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Contract amendments 
Secretary Bantz stated that— 
it is the general policy of the Navy, as it is of the Depart- 
ment of Defense, not to use the amendment device to buy in- 
creased quantities under an existing contract where such ac- 
tion was not contemplated in the writing and award of the 
original contract.” 


Indicating that most amendments were due to modifications of equip- 
ment already contracte “dl for, and to repair parts for large equipment, 
the Secretary assured the committee that contract amendments call- 
ing for increased quantities were reviewed by small-business special- 
ists to the same extent as new contracts. 


Plans for coming year 
In the words of their report, the— 


policies for the accomplishment of the small-busines program 
of the Navy are well established and under present condi- 
tions, at least, need few changes or refinements.” 


The Navy report cites only two exceptions to this general state- 
ment: the area of classified information (especially the “need to 
know” criteria) and the degree of publicity to be given potent ial sub- 
contractors prior to an aw ard of a large Weapons system. Policy im- 
plementation is the crux of the problem, the report suggests, and this 
is scheduled to receive full consideration during the current fiscal year. 


D. DEPARTMENT OF THE ATR FORCE 


Dudley C. Sharp, Assistant Secretary of the Air Force (Materiel), 
reported to your committee that Air Force prime-contract awards to 
small business duri ing fiscal year 1958 amounted .o 7.1 percent, a de- 
cline from the 8.2 2 percent of fiscal year 1957. He attributed this 
decline solely to the fact that during the first 11 months of the past 
fiscal year, the Air Force contracted $1,779,000 more for aircraft and 
missiles than in fiscal year 1957. 

Stating that the enormous complexity of today’s weapons often 
requires a combination of even the largest industrial organizations, 
Secretary Sharp reasoned that “there may well be some instances in 
which a highly specialized small-business concern will establish its 
competence to serve as a member of [a] team.” ** The Secretary em 


phasized that the Air Force— 


must have the best brains, the greatest competence manage- 
mentwise, developmentwise, and product ionwise, whether it t be 
found in large, medium, or small business. 


He assured the committee that the Air Force closely surveys the prog- 
ress of each weapons system to determine the moment when either 
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components or the system itself can be furnished by the Government. 
Further, he said— 


the Air Force gives careful scrutiny to proposals offered by 
teams composed of small businesses just as those of larger 
concerns. [It is our] hope that through this method we can 
help reverse the downward trend in the percentage of prime- 
contract dollars being awarded to small business.?® 


Further commenting on the downward trend of percentages of prime 
contracts awarded to small business, the Air Force witness said : 


I am not entirely satisfied that this percentage decline is 
inevitable, and I have already mentioned some of the meas- 
ures we are taking to see if we can reverse this trend. Our 
buyers, with the help of our small-business specialists, are 
taking extreme pains to insure the solicitation of small-busi- 
ness concerns on every possible procurement. They have gone 
so far in this that, frequently, procurement opportunities 
have been offered small business which turned out to be quite 
beyond their capabilities. Either no bids whatever were re- 
ceived from small business, or the few received were ex- 
tremely high. This has the statistical effect of reducing the 
percentage of small-business awards in the total quantity of- 
fered them, but we are still urging our buyers to go all out 
in this matter.’® 


Subcontracting 

The Secretary noted that major primes for the Air Force were co- 
operating extremely well in the defense subcontracting program. He 
stated that, of the firms reporting (which represent 80 percent of the 
uninvoiced dollar balances held by at Air Force prime contractors), 
22.7 percent of their dollars were paid out to small concerns either as 
subcontractors or as suppliers during the second half of calendar ye 
1957. This represents an increase of 2 percent over the first half of 
that year. 

Mr. Sharp was of the opinion th: at greater pressure to subcontract 
might be put on the primes during the process of negotiation. “This 
is going to be a constant matter,” he said, “of battling with the pr imes, 
because it is quite natural for companies to want to keep business in 
their own house if they can. We are going to have to do battle with 
them all the time in this area.” % 

Continuing education in the small-business program 


The Assistant Secretary related the many steps being taken to em- 
phasize the small-business program to all personnel. This constant 
indoctrination is comprised of training for new contracting officers, 
conferences for commanding officers of air materiel areas, and fre- 
quent meetings of specialists. 

Dissemination of information 

In addition to intraservice meetings, the Air Research and Develop- 
ment Command is engaging in a program of symposiums for business 
concerns of all sizes in well-scattered areas throughout the country. 
In such a meeting recently held in Dallas, Tex., over 800 companies 
were represe nted. Some 36 symposiums have been held thus far. 


11d., p. 93. 
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Another important manner in which technical information is being 
disseminated in the ARDC is through its Technical Program Planning 
Documents (TPPD) release program. The TPPD informs qué alified 
research and development firms having a security clearance, of future 
tentative Air Force requirements, projected over a 10- to 15-year span. 


Small-business adviser 

In response to questioning, Secretary Sharp said he considered his 
small-business adviser, Mr. Kenneth Weddell, to be a member of his 
immediate staff. Mr. Weddell explained that it was necessary for 
him to remain in a position of proximity to the operational functions 
of the procurement program and, for this reason, he could not effec- 
tively be detached and placed solely within the staff of the Assistant 
Secretary. Mr. Sharp assured the committee he would give the entire 
problem his full consideration in determining whether it would be in 
the best interests of the small-business program to shift the echelon 
of the top Air Force small-business adviser. 

Following the hearings, Secretary Sharp changed Mr. Weddell’s 
position so ‘that the Air Force small-business adviser is now directly 
under the Assistant Secretary and the Deputy Chief of Staff (Logis- 
tics). 


CHAPTER II. CIVILIAN AGENCIES 
A. GENERAL SERVICES ADMINISTRATION 


Franklin G. Floete, the Administrator, appeared to testify for the 
General Services Administration. With the passage of the Federal 
Property and Services Act, GSA came into existence through the 
amalgamation of several formerly separate agencies of the Govern- 
ment. Thus, GSA is now composed of the following services: Federal 
Supply Service, which purchases common-use supplies and services 
for the other agencies, as well as acting as an outlet for surplus prop- 
erty disposal ; Public Building Service, in charge of construction and 
maintenance of public buildings; Defense Materials Service, which 
purchases and maintains the nat onal stockpile of strategic and critical 
materials; and, lastly, Transportation and Public Utilities Service, 
which furnishes tr: insportation for Government property. 

The following chart shows that GSA awarded approximately 50 
percent of all procurements in excess of $25 to small concerns during 
the first half of 1958 : 3 
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Speaking of the amounts awarded to small business, Mr. Floete 
said: 
We seem to have struck a level during the past 3 years that 
to me is not satisfactory. For instance, in the fiscal year 
1956, 54 percent of our procurement w ent to small business. 
In 1957, 52 percent and in the first half of fiscal year 1958 
it was 50 percent. That doesn’t look like a very good way 
to be doing.’ 


In an effort to determine how GSA could improve its awards to 
small business, the Administrator said he had initiated a study, 
through the Census Bureau, to determine the amount small concerns 
could supply in given commodity areas, compared to the amount they 
presently supply. 

What GSA is attempting through its present program is twofold: 
(1) to define the “fair share” small business should receive according 
to congressional intent (this, it is doing through its study in Census) ; 
and (2) assisting small business, through the GSA business service 
centers throughout the country, to participate to the extent they should 
according to ‘the results of the study. As Mr. Julian Ross, Chief, 
Small Business Branch, GSA, indicated, there are many small concerns 
that are aware neither of the procurement needs of the Government 
nor of the procedures for contract participation. 

Dissemination of information 

GSA has assisted small concerns through its business service centers 
located in 18 principal cities throughout the country, as well as 
through the GSA representatives in the more than 60 other locations 
over the Nation. All types of information, data, bid forms and advice 
are available at these centers. In addition, GSA contributed to the 
dissemination of information to small concerns by participating in 
more than 60 small-business opportunity meetings or clinics held 
generally under the auspices of the Small Business Administration. 


Set-asides 


In the 25-month period between May 1, 1956, and May 31, 1958, the 
Federal Supply Service of GSA set aside 2,288 actions, in the approxi- 
mate amount of $33 million, solely for small concerns. In the first 
half of fiscal year 1958, 531 of these actions, amounting to $7 million, 
were set aside. In an effort to insure that procurements are within 
the small-business potential, GSA regulations require that property 
disposals be broken down into quantities susceptible to purchase by 
small business. In addition, bidding terms are geared to less than the 
total requirements for the same reason. 

Task force for review of Government procurement policies and 
procedures 

In a September 26, 1956, letter from the President to the Adminis- 
trator of GSA, the latter was directed to take the responsibility in 
forming a task force to review governmentwide procurement methods 
and to make recommendations for improvements based on its findings. 
Much of the earlier effort of the task force was devoted to identifying 
some 75 specific problem areas in procurement. This field has now 
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been narrowed to about 35, The problems fall into five main cate- 
gories: (1) fiscal, financial, accounting improvements; (2) contract- 
ing forms and clauses; (3) bidding and contract procedures; (4) ap- 
praisal of basic policies, procurement assistance to small business, 
specification problems, and legislation; and (5) codification. 

The task force itself is presently constituted of 2 persons from GSA, 
2 from DOD, and 1 from SBA. In the special projects and study 
groups, however, there are roughly 174 persons from the various agen- 
cies, and, although 46 of these are from DOD, there is very broad 
representation from many of the agencies of the executive branch. 


B. CIVIL AERONAUTICS ADMINISTRATION 


James T. Pyle, CAA Administrator, reported that his agency’s par- 
ticipation in the set-aside program origin: ated in a 1956 agreement 
between SBA and the Department of Commerce (of which CAA is 
apart). Late in 1957, a program eventually got underway in which 
all procurements in excess of $1,000 are reviewed by SBA for possible 
recommendation as a total set-aside. In all but a fraction of 1 per- 
cent, SBA’s recommendations for set-asides are followed. Of 562 
requisitions reviewed by SBA during fiscal year 1958, 203 set-asides 
amounting to 304 contracts, were made to small business. In all, over 
$49 million, or 42 percent, of CAA procurement dollars were awarded 
to small business. This compares favorably with the 42 percent 
awarded during fiscal year 1957, but represents a drop from the 59 
percent awarded small business during 1956, when CAA’s contract 
authority was less than one-eighth of the 1958 total. CAA feels that 
the extra administrative burden would be too great for participation 
in the partial set-aside program. 

Aircraft housing 

One of the primary problems confronting the owners of some 
73,000 private aircraft in use in the United States tod: ay is, according 
to Mr. Pyle, the completely inadequate hangar space. Present accom- 
modations can supply space for only about 30,000 of these aircraft, 
which means that 43,000 owners must use outdoor tie-down areas for 
their expensive aircraft. There is presently an urgent demand for, 
at least, $90 million worth of aircraft housing at the Nation’s airports. 
An additional $10 million will have to be invested annually to keep 
pace with the growing number of business- and private-aircraft 
owners. CAA has reviewed plans, specifications and prices for the 
so-called T-hangars, which are particularly suitable for construction 
by the small concerns which act as fixed-base operators at the small 
airports. CAA cannot, under its Federal airport program, expend 
Federal funds on the construction of hangars. As an alternative, ef- 
forts are now being made jointly by CAA and SBA to improve and 
facilitate financing arrangements for construction of hangar facilities. 


C. ATOMIC ENERGY COMMISSION 


John Derry, Director of the Division of Construction and Supply, 
told your committee that small-business opportunities in the Atomic 
nergy Commission are limited, for the most part, to the subcontracts 
let by the cost-type contractors who operate the industrial complex of 
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AEC plants, laboratories, and other facilities. The subcontracting pro- 
gram, initiated by AEC in 1952, was instrumental in the awarding of 
$155 million to small business during the first three quarters of fiscal 
1958. This represents some 37.5 percent of all subcontract dollars 
awarded but is slightly less than the 1951-57 average of 39.8 percent. 
Actual prime-contract awards to small business for three quarters of 
fiscal year 1958 amounted to only $67 million, or 3.9 percent of the 
total of $1.69 billion. 

Mr. Derry explained that AEC is experiencing a leveling-out period 
after the heavy construction years of 1954 through 1956. At the same 
time, the reactor development program and the costs of operating the 
various plants continue to expand, thus generating purchases of items 
less suitable for production by small business. ‘The result of this trend 
will be that, while total subcontract dollars will increase, the subcon- 
tract dollars awarded to small business will remain relatively constant. 

In an effort to assist small concerns, each AEC contractor-agent has 
a small-business representative, and small-business personnel are sta- 
tioned in AEC branch offices throughout the country. In addition, the 
agency has recently revised its booklet entitled “Selling to AEC.” 

Quarterly reports indicate that, during three quarters of fiscal year 
1958, the various AEC offices, together with the cost-type contractors, 
have averaged 3,000 contacts, and 2,500 firms are added to the bidders 
lists each quarter. 


D. VETERANS ADMINISTRATION 


James N. O’Neil, Director of the Supply Management Service in the 
Veterans Administration, told the committee that the VA purchas- 
ing program for supplies and equipment amounted to $130 million 
annually and that construction contracts during fiscal year 1958 
amounted to more than $57 million. 

The VA attitude toward small business was summed up by Mr. 
O’Neil in the following quotation from a former deputy administrator : 


We regard small business as the backbone of our gigantic 
industrial system * * * a system that could not st and erect, 
nor move forward, without the solid underpinning of thou- 
sands upon thousands of small businesses. 

It’s one thing to subscribe to a policy. It’s quite another 
thing to do something about it. We are doing something 
about it at the VA.° 


Since January 1956 VA has been cooperating with SBA in the 
joint-determination set-aside program. More than $6 million was set 
aside for small business during fiscal year 1958. This, of course, is 
in addition to the more than 50 percent of the VA dollar requirement 
which has traditionally been obtained from small-business concerns. 

The Veterans Administration assists small business principally in 
two ways: (1) by allowing progress payments for those small con- 
cerns requiring special financing, and (2) by breaking down procure- 
ment requirements into quantities susceptible of performance by 
small concerns. 

Novel among the VA programs is its preinspection process, used 
mainly for surgical and dental items. AJl known suppliers are in- 
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vited to submit the product of their own manufacture which they 
would expect to offer in answer to an invitation for bid. The item 
is then carefully checked for compliance with the specification. In 
the case of a surgical or dental instrument, the brand name is buffed 
off, all identifying marks as to manufacture are removed, and a panel 
of experts inne the product. If his product fails to pass the 
inspection, the manufacturer is notified and given reasons for the 
failure. 
E. SMALL BUSINESS ADMINISTRATION 


Wendell B. Barnes, Administrator of the Small Business Admin- 
istration, furnished your committee with a written report on his 
agency’s fiscal year 1958 activities. SBA is assisting small business 
in the procurement field, he wrote, by guiding small firms to areas of 
competition, maintaining and expanding an inventory of small-plant 
ic (currently listing some 39,000 companies); and procure- 
ment-assistance counseling. SBA recently revised 2 of its former 
cablisskions into 1 manual now entitled “United States Govern- 
ment Purchasing and Specifications Directory.” It not only contains 
detailed information on items and services purchased by particular 
agencies of the Federal Government, but also a list of more than 900 
places throughout the country where small-businessmen can refer 
to Government specifications. 

Another important publication of SBA is a five-part compendium 
entitled “Missiles Subcontracting.” The first three parts have al- 
ready been published and include directories of component items used 
in missiles, as well as a list of companies engaged in the production 
of missile systems and components. The fourth part will deal with 
techniques in missile production, and the fifth will be a glossary of 
missile terminology. 

A third valuable publication by SBA, entitled “Research and De- 
velopment Opportunities in the Federal Government,” points the 
way to contracting in this field and, for the first time, lists the types 
of research and development projects contracted for by civilian 
agencies of the Government. In addition, SBA has published a list 
of some 1,100 small firms interested in doing research and develop- 
ment work. 

Defense subcontracting study 

Earlier this year, the Small Bi USINeSS Administration undertook a 
study of the subcontracting practices of a selected group of defense 
prime contractors. In October, the results of the study were made 
public. The findings, quoted below, reveal that, under the present 
system, the military services cannot, in good faith, delegate to private 
industry their responsibility for implementing small-business policy: 

(1) With exceptions, it is the opinion of the study team 
ths nt the prime contractors were not familiar with Small Busi- 
ness Administration services nor have they sought the assist- 
ance of the Small Business Administration. 

(2) The small-business liaison representative of the prime 
contractors, acting in this capacity, does not participate in 
the build-or-buy decisions, 


SMALL-BUSINESS PARTICIPATION—1958 23 


3) All small firms on prime contractor’s bid lists are not 
given an opportunity to compete on individual procurements. 
For example, it is a general policy to limit the number of 
companies participating in the bidding to those firms of 
known capability regardless of size. The main difficulty of 
small business concerns is establishing themselves with prime 
contractors for participation in their subcontract program. 

(4) A desire was not indicated on the part of the prime 
contractors to rotate bidders lists regardless of their size. 

(5) Consideration is not given to provide adequate bid time 
for preparation of bids to permit small businesses not on their 
bidders list to participate in subcontracting. It [the subcon- 
tracting procedure] is governed entirely by internal adminis- 
trative or production requirements of the prime contractor. 

(6) Adequate specifications, blueprints and other data are 
being made available to selected small concerns that have been 
determined by past experience to be capable. 

(7) With exceptions, statistics are being compiled and re- 
ported to reflect the amount being subcontracted to small busi- 
ness. However, there were deviations in both the definition 
of a subcontract and of a small business concern. As an 
example, one of the companies surveyed reported the pur- 
chase of automobiles, replacing the company fleet, from a 
dealer as a subcontract to small business chargeable to an 
air By ine prime contract. 

(8) Approval of subcontractors by Government contract- 
ing officers does not indicate that small business receives all 
considerations pr ovided by regulations. 

(9) There was no evidence that Government facilities 
newly acquired by the prime contractors were used in pro- 
duction of items formerly bought from small business. How- 
ever, it was indicated that. facilities previously provided, in 
some instances, were for items which could have been ac- 
quired from small business. 

(10) ASPR 1-707.4 assigns to the appropriate military 
representative the responsibility of determining the adequacy 
of the subcontracting program as well as its deficiencies 
and directing that necessary steps for improvement be taken. 
This surveillance was found ineffective and in some instances 
wholly missing. 


F. INTERNATIONAL COOPERATION ADMINISTRATION 


The ICA is a financing, rather than a procuring agency, and, as 
such, its prine aad assistance to small concerns has been in the dis- 
semination of information. In 1954, ICA regulations were revised 
to require foreign buyers to furnish full details of their proposed 
ICA-financed procurements far enough in advance to allow ICA to 
alert all United States firms that might be interested in submitting 
bids or quotations. ICA has a mailing list of some 12,000 of these 
firms, to whom 2,477 individual trade opportunities were distributed 
during the first half of calendar year 1958. 
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The principal problem encountered by the agency in its small- 
business program is the education of buyers abroad who are unfamiliar 
with business practices in this country. This, coupled with the pro- 
curement practices of such countries, has, at times, made it difficult 
to get the above information. Another problem has been the difference 
in specification standards of the foreign countries. This has been 
attacked in two ways: by promoting specifications based on United 
States standards and by encouraging American firms to make their 
products known abroad. 


G. NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


The following letter depicts the extent of small-business partici- 
pation in procurements effected by this agency : 


NATIONAL Apvisory COMMITTEE FOR AERONAUTICS, 
Washington, D.C., August 6, 1958. 
Hon. Grorcr A. SMATIHTERS, 

Chairman, Government Procurement Subcommittee, Select 
Committee on Small Business, United States Senate, Wash- 
mgton, Pw. 

Drar Mr. Cuarrman: In my August 1, 1958, letter I indicated that 
when fiscal year 1958 figures reg: ding the extent of small-business 
participation in NACA procurement became available they would be 
forwarded.5 

These data are as follows: 


Total procure-| Purchases from 


ment small business 
Number of actions_-- J 29, 141 1 18, 065 
Amount involved __- =e $27, 906, 180 | 2 $17, 595, 078 


1 Approximately 62 percent. 
2 Approximately 63 percent. 


Contracts for research and development (including construction of 
research facilities) under authority of title 10, United States Code, 
section 2304 (a) (5) and (a) (11), for fiscal year 1958 were as follows: 


| Large busi- | Small busi- | Educational 
Total ness ness and nonprofit 
| institutions 


rr Nr eae 41 15 16 20 
Amount involved_ S cd eae $6, 137, 720 $2, 642, 979 2$2, 574, 614 $920, 127 
| 


115 percent. 
2 percent. 


1 
$4! 


As you know, the National Aeronautics and Space Act of 1958 was 
recently enacted into law (Public Law 85-568). The act establishes 


‘Hearings: Small-Business Participation in Government Procurement—1958, 85th Cong., 
2d sess., p. 176. 

®* During fise al year 1957, small business was awarded 48.6 percent of NACA procurement 
dollars. 
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the National Aeronautics and Space Administration within 90 days 
of enactment (July 29, 1958) using the National Advisory Committee 
for Aeronautics as its nucleus. The act, in section 203 (b) (5), pro- 
vides that “To the maximum extent practicable and consistent with 
the accomplishment of the purpose of this act, such contracts, leases, 
agreements, and other transactions shall be allocated by the Admin- 
istrator in a manner which will enable small-business concerns to 
participate equitably and proportionately in the conduct of the work 
of the Administration.” 

Sincerely yours, 

Hueu L. Dryven, Director. 








CHAPTER III. RECOMMENDATIONS 


Two sections of Public Law 85-536, the Small Business Act of 


1958, will have a particularly favorable impact upon small business 
in the procurement sphere. Section 9 (b) (1) calls for the Small 
Business Administration to assist small business concerns in obtain- 
ing Government contracts for research and development. Section 
15 authorizes set-asides on the basis of insuring that a fair proportion 
of Government contracts will be placed with small concerns. The 
same section further provides for class set-asides. In addition, Public 
Law 85-800 gives contracting officers a certain degree of increased 
authority to make advance and progress payments. Your committee 
recommends that this legislation be implemented at the earliest pos- 
sible time. 

2. The small-business specialists of all military services should be 
pl: aced on the organizational staff and under the immediate juris- 
diction of the commanding officer, and have access to him wherever 
a4 has not yet been accomplished. 

It is recommended that replenishment parts procurements sub- 
sequent to the original contract be effected, where possible, not through 
the prime contractor, but directly from his source, except that if the 
item is such that it can be effectively reproduced by more than one 
company, the parts procurement should be let in open competition. 

4. In addition to the steps already taken by the military services 
to insure adequate drawings and specifications, your committee ree- 
ommends the following as applicable to all items except those involv- 
ing truly emergency procurements and sti andard commercial items: 

(a) In the dev elopmental contract for defense items, the Gov- 
ernment should obtain all rights to the item necessary for sub- 
sequent manufacture by others and for all design and production 
information gathered by the contractor in fulfillment of the con- 
tract ; 

(6) To the extent that it is available, such information should 
be furnished to the Government prior to the service-test contract ; 

(c) The foregoing recommendations in subparagraphs (a) and 

(6) call for an “expeditious and more complete compliance with 

ASPR9 9-202.1 (c). 

The Small Business Administration should take greater initiative 
™ aeneclisie those practices under existing procurement programs 
which, without justification on other grounds, militate against small- 
business suppliers. 

6. The Department of the Army should reconsider its new “testing 
the market” policy in light of the class set-aside provision of the Small 
Business Act of 1958. Under the new provision, a substantial amount 
of time and paperwork can be avoided on items susceptible to adequate 
competition within the small-business community. 

In those instances where the Government finds it necessary to 
delegate a substantial portion of its procurement responsibilities to 
industry, the prime contractor responsible for overall management 
should be governed by small-business policy rules similar to those 
under which the Government’s contracting officer must now operate. 
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